
 

 

The Regular Investment Account has continued to perform beyond the expectation of many invested 
throughout this year, with ten consecutive gaining months produced in 2016. During October all 
trades were closed in profit, adding a further +4.67 %.  

Recently, I have taken full advantage of the run up to the US election, this when combined with 
rigorous stock selection criteria has led to accelerated gains, up 7.96% in the past two months alone.  

The current active trading strategy continues to produce very positive results, with a 28.87% gain 
produced in the first ten months of this year, and it is pertinent to point out that this investment has 
outperformed all three main stock markets (FTSE 100, Dow Jones and the S&P 500) throughout 
2016. 

Moving into November, I forecast that the stock market will see increase volatility on the back of the 
US elections and, accordingly, I have identified several potential buying opportunities. Hopefully, in 
the next few days I shall be able to secure some or all identified trades. If so, it could produce 
favorable results for the account and most importantly those invested.  

The above is significantly telling, given the stark market backdrop, as U.S. stocks have continued to 
go lower. This is coupled with the S&P 500 Index, which is mired in its longest slump in five years, 
after investors all but ignored the Federal Reserve’s decision to stand pat on interest rates. They, like 
many, have remained on edge before the U.S. presidential election. 

The S&P 500 Index dropped yet again capping a seventh straight loss to remain near a four-month 
low. The Dow Jones Industrial Average lost 77.46 points, or 0.4 percent, to 17,959.64, and the 
Nasdaq Composite Index slid 0.9 percent.  

Just as predicted, the market has begun to witness investment managers begin to reduce their risk 
weightings. Some are even prepared to sit on the sideline rather than see the impact of another 
Brexit type of move but this time from the coming US election result. During Brexit many mutual 
funds lost significant ground, with fund managers still trying to climb out off the red. Unlike RIO. 

The S&P 500 fell yesterday by the most in three weeks, as polls are showing Hillary Clinton’s once 
formidable lead over Donald Trump diminish as the presidential race nears conclusion. To focus 
attention on the importance of this event, it has led the stock market into the tightest trading range 
since 2006, as investors brace for market turmoil. Some eight billion shares traded hands on U.S. 
exchanges, that's 25 times more than the three-month average.  

Fed decision was correctly predicted 

I correctly forecast the Fed's announcement, but would point out that the decision to hold off on a 
rate increase had been expected due to the proximity of next week’s US election. Mr Market ignored 
the announcement focusing solely on the US election news. 

As expected the Central Bank has held the target range for the benchmark Fed fund’s rate at 0.25 to 
0.5 percent all year, after raising it in December for the first time in nearly a decade. It is worth 
remembering that The Fed had forecast last December that it would be appropriate to raise rates 
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four times in 2016. Losing much of their credibility, the Fed then lowered that projection in March to 
two moves, and they lowered that further this year to just one. 

My comment is, the Fed may make a mistake having lost credibility and raise rates just to regain 
some face but, in doing so, that would just increase their lack of credibility. Especially, given that 
such a rate rise, in my opinion, has not been fully priced in, due to the recent lack of credibility from 
the Fed which I have outlined above.  

I remark on this in spite of the polls, which indicate that 80% of those polled believe that there will 
be a rise, the recent history shows that the Fed has cried wolf so many times that this has resulted in 
pessimism towards Fed comments within the financial industry. As a direct result the Market has not 
fully priced in the rise which may come at the unprepared stock investors’ expense. 

Following the FOMC decision, investment companies are sure that most traders have now priced in 
odds for a December increase, compared to 67% before the Fed statement was released. With most 
investment specialists feeling that the Fed is going to raise rates in December. I would hope that the 
Fed may act responsibly, holding off any rise till 2017 and would point out that it has gone relatively 
unnoticed that the Fed has left room in case something unexpected happens with the election.  

What does it matter? Well a rate rise would almost certainly result in stock values plummeting, 
perhaps far more than most think if such a rise is not fully priced in.  

A drastic fall will cause a sell off yet again and, in turn, a buying opportunity.  

Then the Fed is stuck between a rock and a hard place, as no rate rise will further erode a withered 
Fed reputation, and future pronouncements may fall on less open ears.  

The S&P 500 has advanced over the five days before a presidential election in 20 of the past 22 
occasions, according to data compiled by Bloomberg. The gauge has climbed an average 1.9% in the 
run-up to all elections going back to 1928. It is down 1.3% since Monday, with three trading days left 
until polls open on Nov. 8.  

I am confident that in the current post US election market I will almost certainly be able to produce 
reasonable gains this month. 

For those who are interested in stocks, areas such as Financials, Health-care and Technology these 
are all groups which are worth following. Opportunities in these areas often selectively represent a 
buying opportunity if, that is, we see a fall resulting in a market sell off. 

I have identified several stocks which I would acquire on such a fall, especially since the historic 
statistics indicate that buying into any weakness in these groups could be potentially be rewarding. 
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