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The S&P 500 Index delivered 5.2% sales growth in the second quarter of 2017, with earnings rising 

10.3%, in aggregate, on a year-over-year basis. More broadly, U.S. Corporate Profits reflected growth 

of 8.1%.  The third quarter likely produced continued strong growth.  After three years of flat 

earnings, S&P 500 companies now appear to be delivering the best year-over-year earnings growth 

rate since 2011 and remain on target for double-digit progress in 2017.  



3 Investment Management of Virginia, LLC 
Source: Bloomberg, LP, www.Bloomberg.com, and IMVA 

The Institute of Supply Management (ISM) Purchasing Manager’s Index (PMI) and Non-

Manufacturing Index (NMI) have made remarkable recoveries from the 2014 energy downturn and 

continue to indicate expansion. 
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The strength in employment and manufacturing is not being reflected in retail sales.  Real disposable 

income remains stagnant, and retail sales have continued to be anemic.  
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Source: Bloomberg, LP, www.Bloomberg.com, and IMVA 

In today’s global economy, international trade is a critical element that fuels economic development, 

particularly for manufacturing-related businesses.  U.S. imports and exports started to improve 

dramatically in early 2016.  That surge may be moderating, but global economic conditions appear to 

remain healthy. 
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Economic data from around the world continue to suggest that a broad-based global expansion may 

be gathering momentum. According to the Wall Street Journal, the manufacturing economies of all 

45 countries tracked by the OECD (Organization for Economic Co-operation and Development) are 

set to advance this year. With 30% of aggregated S&P 500 Index company revenues originating from 

international markets, the global expansion has provided a favorable tailwind driving revenue and 

earnings growth for U.S. multinationals.  
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The technical conditions of the market remain supportive. The Cumulative Advance/Decline line 

continues to make new highs along with price, and the market’s overbought condition has been 

worked off somewhat.   
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Volatility across asset classes, especially in equities, has declined and stayed remarkably low YTD.  

Periods of low volatility generally are linked to the business cycle, and low unemployment rates tend 

to anchor equity volatility.  Low volatility periods often feature “risk on” and “carry-friendly” 

investment attitudes and activity, with both equity and credit valuations increasing. Looking ahead, 

shifts in central bank policies, political turmoil both at home and abroad, and other exogenous factors 

could generate higher volatility in the future.  
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• After three years of flat earnings, S&P 500 companies now appear to be delivering the best year-

over-year earnings growth rate since 2011 and remain on target for double-digit progress in 2017. 

 

• The Purchasing Manager’s Index (PMI) and Non-Manufacturing Index (NMI) have made  

remarkable recoveries from the 2014 energy downturn. 

 

• U.S. imports and exports started to improve in early 2016 and have risen sharply.  That surge may be 

moderating, but global economic conditions appear to remain healthy. 

 

• Economic data from around the world continue to suggest that a broad-based global expansion is 

continuing. According to The Wall Street Journal, the manufacturing economies of all 45 countries 

tracked by the OECD (Organization for Economic Co-operation and Development) are set to 

advance this year. 

 

• The technical conditions of the market remain supportive. The Cumulative Advance/Decline line 

continues to make new highs along with price, and the market’s overbought condition has been 

worked off somewhat.  

 

• Volatility across asset classes, especially in equities, has declined and stayed remarkably low YTD.  

Periods of low volatility are generally linked to the business cycle; low unemployment rates tend to 

anchor equity volatility. 
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Disclosure: 

Investment Management of Virginia, LLC.  The information contained herein has been obtained from sources believed to be reliable, but is 

not necessarily complete and its accuracy cannot be guaranteed. No representation or warranty, expressed or implied, is made as to the 

fairness, accuracy, completeness, or correctness of the information and opinions contained herein. The views and the other information 

provided are subject to change without notice. This report and the others posted on www.imva.net are issued without regard to the specific 

investment objectives, financial situation, or particular needs of any specific recipient and are not to be construed as a solicitation or an offer to 

buy or sell any securities or related financial instruments. Past performance is not necessarily a guide to future results. Company fundamentals 

and earnings may be mentioned occasionally, but should not be construed as a recommendation to buy, sell, or hold the company’s stock. 

Predictions, forecasts, estimates for any and all markets should not be construed as recommendations to buy, sell, or hold any security--

including mutual funds, futures contracts, and exchange traded funds, or any similar instruments. The text, images, and other materials 

contained or displayed on any Investment Management of Virginia, LLC product, service, report, email or website are proprietary 

to Investment Management of Virginia, LLC and constitute valuable intellectual property. No material from any part of www.imva.net may be 

downloaded, transmitted, broadcast, transferred, assigned, reproduced or in any other way used or otherwise disseminated in any form to any 

person or entity, without the explicit written consent of Investment Management of Virginia, LLC. All unauthorized reproduction or other use 

of material from Investment Management of Virginia, LLC shall be deemed willful infringement(s) of this copyright and other proprietary and 

intellectual property rights, including but not limited to, rights of privacy.  Investment Management of Virginia, LLC expressly reserves all 

rights in connection with its intellectual property, including without limitation the right to block the transfer of its products and services and/or 

to track usage thereof, through electronic tracking technology, and all other lawful means, now known or hereafter devised.  Investment 

Management of Virginia, LLC reserves the right, without further notice, to pursue to the fullest extent allowed by the law any and all criminal 

and civil remedies for the violation of its rights. The recipient should check any email and any attachments for the presence of viruses. 

Investment Management of Virginia, LLC accepts no liability for any damage caused by any virus transmitted by this company’s emails or 

website.  Additional information available on request. 


