
 

 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
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Stock prices rose last week, as investors continued to be impressed by earnings that weren’t necessarily 
strong – just better than had been expected. 

 The Dow Jones Industrial Average advanced 0.4% for the week and is now up 6.6% for the year. 

 The broader S&P 500 rose 0.6% for the week and has gained 6.4% year to date.  At 2175, this 
index is at an all-time high. 

 Small-caps, which are typically more volatile than large-caps, advanced 0.6% last week.  For the 
year, the Russell 2000 is up 6.8%. 

 Bond prices remained near record levels, reflecting ongoing Brexit fears, and the 10-year U.S. 
Treasury bond yield is now not far from historical lows at 1.57%.  We now believe that the global 
flight-to-quality effect will persist into 2017 and that bond yields will remain extraordinarily low, 
even as the U.S. economy continues to expand. 

 Gold prices eased slightly as investors focused on equities; still the yellow metal is up 21% year 
to date, at $1322 per ounce. 

 Oil prices, which we view as a proxy for the outlook for global economic growth, declined during 
the week to $44.26 per barrel of West Texas Intermediate Crude.  Despite the drop, oil prices 
continue to reverse course from their plunge earlier this year and appear to be stabilizing. We 
look for oil to trade in a range of $30-$55 in 2016, with an average of $44 per barrel. 

 The VIX Volatility Index has plunged during the market’s recent rally and at 12 is back near the 
bottom realm of its four-year range of 11-22. 

 
Looking into the balance of 2016, we remain positive on stocks – we think bullish factors outweigh 
bearish factors at this juncture of the market and economic cycles. Our forecasts assume a stable 
domestic economy, with GDP growing on average 2.0% for the next 2-3 quarters; interest rates that 
remain near historically low levels; mid-single-digit EPS growth in 2H16 and strengthening global 
economies. We look for earnings and the markets to continue to rebound in the second half, as the 
dollar and oil prices continue to stabilize. Risks to our forecast include fallout from the Brexit vote, the 
potential for uneven economic growth in Europe and the BRIC nations, economic trends in China, oil 



price volatility and a low inflation environment that could turn deflationary. Valuations are supportive of 
equities. As noted above, bond prices have risen along with stock prices. On our valuation model, the 
S&P 500 is now about 10% below fair value. We note that a bear market has never begun with our fair 
value model indicating that stocks trade at a discount to bonds. 
 
This week, the market will be focusing on the following factors: 

 2Q EPS. Earnings season is in full force this week, as Energy, Industrial, Healthcare, Consumer 
and Technology companies report earnings. The consensus is calling for profits to decline 5%. 
We think the results may be closer to break-even. 

 The Federal Reserve meets Tuesday and Wednesday. A rate hike is highly unlikely at this 
meeting – and may not come until next year. We think that interest rates are being driven by 
more technical factors – supply and demand – than by traditional fundamentals such as inflation 
and economic growth. 

 2Q GDP will be reported on Friday. We look for a sharp increase to the 1.1% rate recorded in 1Q. 
Consumer spending, led by internet sales, has been strong. Industrial activity has also picked up 
as the dollar and oil prices have stabilized. Our forecast is for growth of 2.3%. 

 
Turning to individual stocks, Argus Analysts made the following changes to ratings and target prices last 
week: 

 Upgrades: 
o UnitedHealth Group Inc. (UNH) to BUY 
o Charter Communications Inc. (CHTR) to BUY 

 Target Price Increases:  
o Genuine Parts Co. (GPC) 
o Packaging Corp. of America (PKG) 
o Johnson & Johnson (JNJ) 
o Illinois Tool Works (ITW) 
o Lockheed Martin Corp. (LMT) 
o Domino’s Pizza Inc. (DPZ) 
o Halliburton Co. (HAL) 
o IBM Corp. (IBM) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


