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If I back the opening bell up to last night when election results started to roll in, 
it's been a wild 20 hours. The range has been gigantic, and many groups 
posted big gains and losses. 

The expectation was Clinton would win, but when early-reporting states failed 
to confirm this expectation, S&P futures started selling off. As more states 
reported, the loss grew. At its worst level, futures were down 105 points, 
triggering the 5% circuit breakers. 

But once the shock of a Trump victory subsided, the market started to 
recover, and although it still gapped down a bunch at today's open, the loss 
was very manageable relative to the destruction that was taking place last 
night. 

Today's low was established right at the opening bell. Prices moved up, 
paused and then continued and didn't stop until the close. Extreme losses last 
night turned into solid gains today. 

For the day, the Russell 2000 and S&P 600 gained more than 3%, and the 
S&P 400, Wilshire 5000, Dow, Russell 3000 and S&P 100 gained more than 
1.25%. 

Among the groups, steel jumped more than 11%, industrial metals more than 
10%, coal and heavy construction more than 9%, aluminum and nonferrous 
metals 8%, basic resources and biotech more than 7%, pharmaceuticals & 
biotech more than 6%, and platinum & precious metals, industrial suppliers, 
commercial vehicles & trucks, investment services, life insurance and asset 
managers did better than 5%. On the flip side, distillers & vintners dropped 
more than 6%, renewable energy equipment more than 4%, diversified REITs 
and utilities more than 3%, and tobacco, brewers REITs (specialty, 
residential), auto parts and food producers & products fell more than 2%. 

Here's an update of the daily S&P 500, which doesn't show the overnight 
action. The index blasted through its declining 50-day MA and down-sloping 
trendline on big volume. There's no question it gets everyone's attention. We 
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got a quick move up in February, which was followed by a pause and then a 
continuation of the trend. We got a similar move off the June Brexit vote 
plunged. And for the third time this year, we're getting a vertical move off a 
depressed level. Sentiment has shifted quickly. 

 

At the risk of sounding overly political, I'm sure there are many Clinton voters 
who are pissed off the market rallied so much today. They were likely hoping 
the market would tank, so they could be validated in their view the wrong 
person won the election. 

Here's a little piece of advice. Separate your political opinions from the 
market. Don't buy into all the fear out there. Scrolling through social media will 
have you believe the world is coming to an end. It won't. I promise. 

Try not to listen to all the panic going on. We've seen this before...things get 
stretched so far from reality. It happens in the market when fear and panic 
about this or that end up being no big deal. It happened after the US debt got 
downgraded. It happened after the Brexit vote. It has happened dozens of 
times over the years, and after an initial hiccup, the market is largely 
unaffected. It happens in sports when the media hypes a player who then gets 
a big contract, even though he should have gotten an average contract. Heck 
I saw it during the World Series where tickets that sold for $8K one day were 
selling for $5K two days later. Emotions cause big prices swings in so many 
industries. Remain level-headed. Pissed that Trump won? Fine, be pissed. 
But separate your feelings from the market. 



Having said this, the market has a lot of headwinds, and it tends to do worse 
with a Republican in office than a Democrat. Here's my simple opinion why... 

Generally speaking Democrats like to raise taxes and spend while 
Republicans like to cut taxes (and still spend). If you cut taxes on someone 
who is well off, the saved money will just sit in their bank account or get 
invested in the stock market. This doesn't help the economy. But if you tax 
that same person and then spend the money, the money flows throughout the 
economy, thereby boosting the economy. 

Tax increases, although some would argue are immoral, actually help the 
economy because instead of money sitting in bank accounts, it gets spent. In 
my opinion, this single reason - and this is a very amateur opinion based on 
nothing more than a little common sense - the economy and market do better 
when a Democrat is in office. 

If Trump cuts taxes, the market will suffer. 

If Trump cuts corporate taxes - he wants them lowered from 35% to 15% - the 
market will suffer. 

There's no debate low rates have helped the market the last seven years. 
Trump has been very critical of the Fed keeping rates low. Yellen will be in 
office until January 2018, and the Fed should be totally independent of the 
executive branch. Hopefully Yellen & Co. do what they believe is best, and 
they don't bow to pressure from Trump. This is not necessarily because I don't 
want higher rates; it's because I want to know the president's powers are 
limited and different parts of the government act independent each other. 

Separate politics from the market. Don't let a political belief prevent you from 
making money. 

For reasons know and not known, groups were all over the place today. Some 
are easy to figure out; others won't become obvious for many months. 

  



Here are the best. 

 

  



And here are the worst. 

 

  



Let's profile a few of these. 

Financials jumped...presumably because a higher rate environment is 
coming, and that's good for financials. 

 

  



Energy moved up. The possibility of improved relations with Russia is likely a 
reason. 

 

  



Health care jumped...the expectation is Obamacare will be trashed, and the 
health care providers, which have lost money participating in the exchange, 
will be able to operate as they once did. 

 

  



Utilities got hit hard. I guess higher rates will lessen the demand for dividend-
paying stocks. 

 

  



REITs, which have been trending down, dropped to a lower low and then 
recovered. 

 

The US dollar moved up...presumably because rates are expected to be 
moved up. It's trying to establish an uptrend in the near term. Here's the 
longer-term weekly...100 is still key. 

 

  



Gold gapped up but fell and closed in the bottom-half of its range. 

 

  



Bonds, which had already been in a mini downtrend, gapped down, sold off 
and posted its biggest loss in a long time. 

 

Themes emerge, and money rotates around the market. Groups come into 
favor and fall out of favor based on various variables. 

Step one is identifying the market's trend. Step two is looking beneath the 
surface to find themes. Be long the stocks that are attracting capital, even if 
you don't understand why. Don't be long stocks that have fallen out of favor. 

Have a great night. 

Jason Leavitt  
Jason@leavittbrothers.com 
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