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June 11, 2021 

 

Raise the Roof 

 

Stocks rise as far as earnings growth, interest rates and investor risk appetite will allow.  

If these metrics are moving in the wrong direction, it can place a ceiling on stock 

valuation.  Through March of this year, interest rates were rising and investor risk 

tolerance was flat to up.  Earnings growth has been good but is not expected to 

accelerate.  The S&P 500 traded sideways. 

 

It’s time to raise the roof.  The 10-year treasury has been trending lower for the past 

couple of months and has broken below 1.5%.  Lower interest rates translate into a 

lower stock earnings discount rate and higher valuations. 

 

 
 

Investor risk appetite is expanding as measured by the CBOE Volatility Index (VIX).  

The VIX is an indication of put option buying (downside protection) being bought by 

investors on the S&P 500.  The lower the number, the greater the risk appetite. 



 

 
 

We will know more about earnings growth in roughly 30 days when the second quarter 

earnings season begins.  From all indications, earnings growth should at least meet 

consensus expectations in aggregate. 

 

Given the inputs of lower interest rates, rising risk appetite and solid earnings growth, it 

is no surprise that the S&P 500 is reaching new all-time highs this week. 

 

 



 

The stock market is behaving in a rational and expected manner given its current inputs.  

This is not always the case.  It is easy to become complacent when gains are enjoyed in 

a steady and sizable manner.  However, this may be the best time to consider how you 

will respond during future market periods when the price action is choppy or trending 

lower.  We recommend thinking this through carefully and having a well-conceived 

investment plan in place to manage through whatever the future may bring. 

 

Let Us Help You Position Your Portfolio – Give Us a Call Today 

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com. 
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_____________________________________________________________________ 
Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers to recognize that they should not assume that 

recommendations made in the future will be profitable or will equal the performance of past recommendations.  This publication is not a solicitation to 

buy or offer to sell any of the securities listed or reviewed herein.  The contents of this letter have been compiled from original and published sources 

believed to be reliable, but are not guaranteed as to accuracy or completeness.  Nicholas Atkeson and Andrew Houghton are also principals of Delta 

Investment Management, a registered investment advisor.  Clients of Delta Investment Management and individuals associated with Delta Wealth Adviser 

may have positions in and may from time to time make purchases or sales of securities mentioned herein. 
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