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September 13th, 2021  

 

All aboard the correction bandwagon… 

There is a growing chorus of Wall St. 

strategists who find themselves checking into 

the camp calling for a market correction, and 

frankly I don’t find fault or take issue with 

anyone making such a call.  However, I do 

question how useful it truly is if all of these 

‘correction’ calls end with them then going on 

to say that “this is a dip that investors should 

buy”.  Okay, but if your prediction is that 

prices will be higher following the correction 

than they were when the correction began, 

then where’s the value in that?  Let me take a 

moment to call myself out for being somewhat 
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hypocritical here, in that some of what I do as 

a portfolio manager and steward of other 

peoples’ money is to take a position or make a 

call on what I expect to happen in the future.  

So, while I applaud these strategists’ efforts 

for trying to predict the unpredictable, I have 

also learned through my many mistakes at this 

craft that ‘time in the market is more 

important than timing the market’.   

 

The Chief Strategist at Morgan Stanley comes 

to mind as I open this week’s missive, for no 

other reason than that I think he is deserving 

of being considered as one of the best and 

most respected strategists in the business.  He 

has been calling for a 5 – 15% correction in 

the S&P 500 for almost six months now, and 

that call has brought him nothing but 

frustration.  He just came out with a call 

where he expects cash to be the best 

performing asset over the next twelve months.  
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He very well could be right – I disagree, and I 

hope he’s wrong, but he is not alone with 

cautioning investors at the moment.  Citigroup 

was out with a note recently warning of 

excessive investor optimism, and BofA 

begrudgingly upped their year-end price target 

for the S&P 500 to 4,250 (it closed last week 

just shy of 4,500) and a target of 4,600 for 

year-end 2022.   

 

Understand that these are some of the 

sharpest, most experienced, and most tuned-in 

minds in the industry, so calling them out for 

being wrongfooted brings little validity to 

anyone who is doing the finger pointing.  This 

is a game that has been played by Wall St. for 

years – predict where the market is going to be 

at year-end, as if any one of us could possibly 

know with any reasonable level of certainty.  

Consider that at the start of the year, the 

consensus year-end price target for the S&P 
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500 was at the 4,000 level, and we hit that by 

the end of April.  Currently, the updated year-

end price target is at 4,400.  These forecasts 

are well-founded and supported by some of 

the most sophisticated analysis one could 

conduct, but at the end of the day, they are just 

an educated guess.  Seriously, who would 

have thought the S&P 500 would be up nearly 

20% year-to-date at this point, trading at a 

near record high 38x CAPE multiple, and 40% 

higher than at the start of 2020 (pre-pandemic) 

with 2022 earnings estimates no higher now 

than they were back then? 

 

Look, I’m not bearish at the moment, but that 

doesn’t mean that I don’t think this market 

could undergo an uncomfortable correction.  

Afterall, there are plenty of signals within the 

market suggesting it may already be 

underway: 
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• Coming into today, the S&P 500 was 

riding a five-day losing streak. 

• The Dow closed out last week trading 

below its 50- and 100-day moving 

averages.  

• The 5s/30s yield curve has flattened 50 

basis points since March to 110 basis 

points (same shape as September 2020).  

There is no better leading indicator than 

this metric, and it is pointing towards 

(confirming) slower economic growth 

ahead. 

• The Russell 2000 is down more than 5% 

from its cycle high, and is no higher today 

than where it was in early February. 

• The Dow Transports are down nearly 

10% from their highs.  This isn’t just an 

airlines story either, as the rails are 

trading at their lowest levels since late 

March. 
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• The CRB Index has flatlined, but this is 

mostly the result of oil prices holding 

firm as many of the other underlying 

commodities that make up the index are 

well off their highs.  

 

Not to mention that many areas of the equity 

market have already experienced a material 

correction this year.  I know, I know, it’s easy 

to get caught up and be hypnotized by the 54 

new highs that the S&P 500 has made this 

year, but the current era of investing has 

become so distorted by the passive index craze 

that unless the Big Five FAAMG names 

(Facebook, Apple, Amazon, Microsoft, and 

Google) come under pressure, it is unrealistic 

to expect the S&P 500 to be hit hard.  Afterall, 

these five names constitute a 21% weighting 

in the S&P 500.  Moreover, they tend to have 

a negative correlation to economic growth.  

Said differently, they are organic growers that 
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completely dominate their markets, so they 

grow whether the economy is strong or weak.  

However, they do act as a ballast to the S&P 

500 when economic growth turns down (as is 

the case at the moment) and the more cyclical 

sectors of the S&P 500 come under pressure 

(Industrials, Consumer Discretionary, 

Financials, and Energy).  These four sectors 

constitute roughly a 31% weighting in the 

S&P 500, so only 10% less than these five 

mega-cap Tech-stocks.   

 

As for the economy, I remain of the opinion 

that market prices are accurately capturing the 

growth slowdown that has been underway 

since Q2.  Below is a chart of the Global 

Credit Impulse, which has fallen to its lowest 

levels since the GFC.  
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The Global Credit Impulse leads growth, and 

so it’s no surprise to see the JP Morgan global 

manufacturing PMI slip to a six-month low of 

54.1 in August from 55.4 in July.  As a result, 

the nearby peak of 56.0 in May (an 11-year 

high) is indicative of the peak of this cyclical 

upturn now being in the rear-view mirror.  The 

JP Morgan global services PMI decelerated to 

a six-month low of 52.9 (from 56.3) and is 

now well below its high of 59.6 (also hit in 

May).  Keep in mind that these PMI readings 

generally remain at solid levels, so there’s no 
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need to get too bear’d up, but they are 

confirmation that a noticeable slowdown has 

been underway for several months now.  

 

Those tracking the economy have caught on to 

this weakening trend by taking down their Q3 

GDP forecasts, where the Atlanta Fed is down 

to estimating 3.7% growth from 6.3% a month 

ago (see chart below).  Morgan Stanley cut 

their Q3 GDP estimate to 2.9% from 6.5%, 

and Goldman Sachs sliced its number from 

5.5% to 3.5%.  It is a bit peculiar to see the 

median forecast from analysts polled by 

Bloomberg still up at 6.8%, as that represents 

an acceleration from the 6.6% Q2 GDP print.  

Perhaps this crowd has a bit of catching up to 

do.   
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What will be interesting to watch is how the 

Fed threads this needle of slowing growth and 

not yet achieving its full employment 

objective, while inflation readings are coming 

in well above its ‘price stability’ objective 

(we’ll get another CPI print tomorrow 

morning).  There is no doubt that the Fed 

wants to taper, and many respected voices 

within the financial world think that they 

should go down that path.  I remain of the 



The articles and opinions in "Capital Market Musings and Commentary" are for general information only, and not intended to provide specific investment advice. 

Performance, dividends and other figures have been obtained from sources believed reliable but have not been audited and cannot be guaranteed. Past 

performance does not ensure future results. Investing inherently contains risk including loss of principle. Corey Casilio is a founding partner of Casilio Leitch 

Investments, a legal business entity. Advisory services offered through Casilio Leitch Investments, a CA State registered investment advisor. 

 

view that tapering into an already slowing 

economic regime heightens the vulnerability 

of an already fragile backdrop.  Yes, yes…if 

not now, then when?  Honestly, I don’t know.  

To me, policy makers have backed themselves 

so far into a corner that they can’t help but 

make a mistake with almost any step they take 

going forward, but that’s a philosophical 

tangent that I don’t want to take at this time.  

We’ll get more clarity from the Fed later this 

month following the conclusion of their 

meeting on the 22nd.     

 

Without question, this slowdown is being 

aided and abetted by the spreading delta 

variant, which has caused both policy makers 

and individuals to take actions in their own 

best interests to try and combat the pandemic.  

Speaking of that, and I have no desire to get 

into the vaccine debate on this forum, but I 

will be curious to observe the macro 
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implications of the quasi-vaccine mandate 

announced by President Biden last week.  An 

issue that I’ve been tracking on the side for 

over the past month or so is what some are 

referring to as “The Great Resignation”, 

whereby vaccine hesitant employees quit their 

jobs to avoid being forced to get the shot.  Not 

a day goes by where I don’t come across a 

story highlighting a segment of a company’s 

labor pool that is stretched razor thin due to 

employees – who they were relying on to do a 

job – walking out and further disrupting 

output and supply chains.  Luke Gromen of 

FFTT pointed out in a tweet last week a 

comment from Transportation media 

executive Craig Fulller that speaks to this 

issue and the vaccine mandate: 
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Once again, I don’t care to get into the pro-

vaccine / anti-vaccine debate, but strictly from 

an economic impact standpoint – for an 

economy that is already suffering widespread 

supply chain disruptions and shortages, you’d 

be hard-pressed to find something that would 

more severely strain supply chain bottlenecks 

than having some percentage of truckers either 

quit or get fired over this vaccine mandate.  

After all, we are talking about 70-80% of the 

dollar value of goods which are shipped in the 

U.S. are sent via truck. 
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That’s about as far as I care to go on this 

issue, as talking about vaccines and this 

pandemic has become about as toxic as talking 

about politics or religion.  The best I can say is 

to have an open mind, listen, and try to 

understand why someone chooses to make the 

decision that they do (especially if it opposes 

your own view), and remember that we have 

two ears and one month for good reason – a 

subtle hint that we should use one as much, if 

not more, than the other.    

 

As for what I make out of all of the above and 

the market implications, sure, we could have a 

correction from here in the major indices 

(S&P 500, Nasdaq, and/or the Dow), but I’ve 

also observed a lot of churning and rotations 

within the market over the last six months.  

So, I think it’s just as reasonable to expect we 

could have an upside resolution and rally into 
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year end when this equity market 

consolidation concludes.  The bottom line is 

that markets and investors need to be cautious 

and on alert when recession risk is truly on the 

rise, and signals that have a solid historical 

track record at front running this risk are 

flashing warning signals.  That’s not the case 

at the moment: the yield curve isn’t inverted, 

PMIs are not sub-50, global trade isn’t 

contracting, the Fed isn’t well into its 

tightening cycle (conversely, it’s just thinking 

about getting started at the moment…). So, 

what we have on our hands at present is a 

growth slowdown with elevated inflation 

readings that is forcing an array of 

adjustments from a policy standpoint and 

business operating environment.  A run-of-

the-mill correction, if it were to happen, is the 

price of admission for investing in the equity 

market, and not a setup up to get too cute with 

in trying to time the ins and outs, unless that is 
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what your process is designed to do. 

Moreover, looking at the Citigroup Economic 

Surprise Index falling to -31 (a 15-month low) 

is nearing the lowest levels it traverses outside 

of major recessions.  So, it’s a reasonable 

estimate to surmise that growth expectations 

have already been ratcheted down materially 

(see chart’s below for a 1-year- and 12-year 

lookback) and to some degree may already be 

reflected in asset prices.   
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I want to close out this week’s missive by 

highlighting a niche and rather opaque 

investment opportunity that I have been 

following and allocating capital towards since 

2017, that is finally starting to play out in a 

major way:  Nuclear Energy, and in particular, 

uranium – the fuel that goes into fueling 

nuclear reactors.  I’m not going to rehash the 

entire investment thesis at this time, (for that, 

you can refer back to a previous commentary 
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from December of 2020: “Revisiting a well-

aged opportunity…”), but recent 

developments have come together to push the 

price of uranium up to a 9-year high at 

$44.15/lb.  Uranium is up 45.5% year to date 

and up $26/lb. (or 145%) from its November 

2016 bottom around $17/lb.  Uranium mining 

companies have been surging even more with 

the Northshore Global Uranium Mining ETF 

(URNM) up 113% year-to-date.   

 

Eric Balchunas, Senior ETF analyst for 

Bloomberg, has been putting out a lot of good 

content over the past several weeks tracking 

the explosion in share prices, investor 

attention, and volume where according to his 

data, the URNM ETF is up 412% since March 

2020, which is nearly double the performance 

of Cathie Wood’s flagship ETF ARKK, and 

4x the results of Nasdaq (QQQ) and S&P 500 

(SPY) – see chart below. 

https://casilioleitchinvestments.com/wp-content/uploads/2020/12/Casilio-Leitch-Cap-Mkt-Musings-Comm-Formatted-for-Mobile-12-7-2020.pdf
https://casilioleitchinvestments.com/wp-content/uploads/2020/12/Casilio-Leitch-Cap-Mkt-Musings-Comm-Formatted-for-Mobile-12-7-2020.pdf
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After such a meteoric rise in such a short-

window of time, he put out the following chart 

to provide some context that even after this 

rise, the Global X Uranium ETF (URA – 

which has a longer track record than URNM) 

is still down 74% since the Fukushima Daiichi 

meltdown in 2011 that kicked off the decade-

long bear market that uranium has been in.   
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Just because URA traded at much higher 

levels in the past does not guarantee that it 

will return to those levels in this uranium bull 

market cycle, as the fundamentals are different 

today than they were back then.  However, for 

those of us that have done the work – and 

while I welcome and am grateful for the 

rewards thus far – I think we are still early in 

this cycle’s potential.  The last chart in his 

https://twitter.com/EricBalchunas
https://twitter.com/EricBalchunas
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tweet thread aptly provides perspective of just 

how under the radar this sector was a year ago 

when the two leading ETFs in this space 

(URA & URNM) traded less than $1m dollars 

of value (combined) on any given day.  On 

Friday, the collective trading volume was 

around $200m.   

 

 

 

Thank you, to all of our clients, for your 

patience over the past several years in 
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enduring the ups and downs of this investment 

thesis, and for sticking with it. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 


