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Inside this report: I mentioned in the last newsletter that you should keep your seat-

belts fastened, as I expected the volatility to continue.  Well, sure as 

can be, volatility reigned supreme again!!  However, unlike the 1st 

quarter where the market got hammered and then came back, this 

quarter the market started off rallying and then Brexit introduced 

some wild swings. 

 

 

 

 

 

 

 

 

 

 

Nevertheless, the S&P 500 did show a positive price change for the 

quarter as it was up 1.9%.  For the year, the price change is a posi-

tive 2.69%.  But given the amount of volatility, that is not a lot of up-

side for all the bumping around.  I’d classify this market as flat thus 

far for the year with a lot of frayed nerves along the way. 

Frankly, I see continued trendless volatility moving forward.  We 

need clarity on a lot of issues before the market will make a big 

move.  Earnings season will be important.  My research suggests 

that we are bottoming out in this Earnings Recession cycle, but we 

need more data to know for sure.  The geo-political issues need reso-

lution as well.  Specifically, who will our President be and how bad is 

the fallout from Brexit for Britain and the EU. 

One things for sure, the rest of the year won’t be boring!!! 

Capital Market Update 

 2nd Quarter 2016 Client Newsletter  

  

S&P 500 2nd Quarter 2016 Chart Supplied by BigCharts.com 



 

PAGE 2 

There has been a lot of buzz in the media lately about “Globalization.”  In fact, there seems 

to be a revolt against it by many nations, most recently evidenced by the Brexit vote.  I re-

member studying Globalization in my International Business, Strategic Management, and 

Finance classes.  It was accepted protocol when I was in college.  Frankly, I think the con-

cept makes a lot of theoretical sense.  Countries are supposed to do what they do best, sell 

that product or service globally, and then import the products and services that other 

countries are more efficient at making/providing.  The concept focuses on competitive ad-

vantages to enhance the global economy’s growth and efficiency.   

 

 

 

 

As this concept became established as the de facto way the global economy works, the 

economy boomed for quite sometime. The 90s, which may have been the best example of a 

booming Globalized economy, was one of the greatest economic environments the world 

has ever seen.  However, as the Internet Bubble burst, the War on Terror broke out, and 

then the Great Recession of 2008 unfolded, many kinks and flaws in the Globalized econo-

my began to become apparent. 

I think the biggest flaw in the Globalization framework is that most countries, when push 

comes to shove, are not going to forgo their National interest for the sake of the Global col-

lective.  I think the most striking example of this is the Currency War that has broken out 

across the globe.  Countries realize that in the Global Economy, if you sell your goods 

abroad the lower your currency is, relative to your peers, the more competitive your goods 

are globally.  Therefore this opens the door to massive currency manipulation, as the coun-

try with the cheapest currency wins the exporting game. 

 

 

 

 

 

 

 

This, and many other, example(s), can be pieced together to highlight the paths that have 

led to bad financial decisions because of Globalism. 

 

 

Globalization 
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For one example, let’s look at China.  China has the world’s largest population and because 

of that, it is my opinion, that they will do whatever it takes to appease that massive popu-

lation just enough to keep them from revolting.  This is why you see China building malls 

and shopping centers where no one lives.  They don’t care about the global  implications of 

that business/economic decision, rather they want their people to have a job.  As these jobs 

mean income for their people and, therefore, contentment with the system. 

 

 

 

 

 

 

 

Another example occurred during the fallout of the financial crisis.  I remember hearing 

stories of Italy running out of money to service their cash flow needs and not having any 

collateral left to borrow money and “fix” their cash flow problems.  So, they and the E.U. 

came up with the idea to use old, abandoned Army barracks as collateral to back some 

bonds.  Who in their right mind would buy bonds backed by old, useless, Army barracks?  

Well, Japan ended up buying those bonds!!!  Why?  They struck a deal; we will buy your 

bonds, so that you will have enough money to buy the cars we want to export. 

 

 

 

 

 

 

 

 

 

You see how these things get tied together?  Japan has a big time National need to sell 

their cars, so they make a financial decision to buy some horrendous bonds in order to help 

facilitate selling those cars abroad.  It makes sense and it doesn’t make sense, at the same 

time. 

 

 



 
 

Without question, there have been some HUGE winners in this Globalization game.  I’d 

argue no country has seen a bigger rise on the Global scale than China.  For reference, 

China’s GDP (in US Dollars) was $453.91 billion in 1989 and grew to $10.864 trillion by 

2015.  That equates to 2293% growth over a 26 year period.  Also, U.S. Corporations have 

made massive amounts of money during the rise of Globalization.  For example, in 1989 

the profits generated by companies in the S&P 500 totaled $22.90/share.  By the end of the 

3rd quarter 2014, those profits had grown to $106.75.  That equates to a 366% rise in prof-

its.   

 

 

 

 

 

 

 

But, there are also big time losers in the Globalization game.  One of those big losers has 

been the American laborer.  As countries with cheap labor began to grow their manufac-

turing base, American manufacturing has been decimated due to the cost differential of 

labor.  And I guess that was all swept under the rug until 2008 saw the markets get 

rocked.  Stock prices fell, housing prices fell, jobs were lost, and incomes were crushed.  At 

first, all of this was accepted as part of the boom/bust of economic cycles.  But with the 

lack of a robust recovery in the economy for the American middle class, these losses were-

n’t shrugged off this time around.  This discontent put a strain on the system and people 

began to crack the established foundation of Globalism.   
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And in my opinion, this is what is behind the rise of Donald Trump.  But to be intellectual-

ly honest, it isn’t really Donald  Trump.  Rather, it is a worldwide revolt against Global-

ism.  You saw it with the Brexit vote.  You saw it with the Austrian Presidential vote.  You 

saw it in Iceland.  You saw it in Italy.   

 

 

 

 

 

 

In all of these places, you are seeing the citizens reject the established political way and 

welcome change.  And, to be frank, it isn’t one specific kind of change.  Rather, it is just 

change.  They want something different, as what they are doing doesn’t seem to be work-

ing.  Is there a common thread in these places?  I think so.  It is the frustrated citizen 

whose life and livelihood is being overlooked for the good of the global collective system.  

Previously, I mentioned Japan and China doing whatever it takes to keep their citizens 

happy.  However, some countries have taken the exact opposite tact.  They are doing what-

ever it takes to keep their corporations happy. 

As we all live in America, we know that the middle class has suffered as factory jobs have 

been shipped overseas.  And while the foreign economies boom and jobs are plentiful, the 

middle class of America suffers (despite record corporate profits).  In Italy, their way of life 

is in jeopardy as the government’s debt reaches sky high levels and the economy and bank-

ing system are struggling.  Austria and the United Kingdom have seen their self-

governance usurped by the European Union’s laws and the people feel their rights and de-

sires are no longer important.  Iceland’s President was involved in the Panama Papers 

scandal and the people feel betrayed.  Add it all up and you see the countries where the 

government ignored their own citizens seeing the bulk of the dissent in regards to the 

global establishment.     

 

 

 

Is this good or bad?   I suppose it depends on your allegiance.  If you are a big money guy 

embedded in the established way, you will fight tooth and nail to keep the status quo.  If 

you are an overlooked middle class laborer, you will fight tooth and nail to get control of 

your life back.  Either way, there will be lots of bumps in the road but human spirit and 

innovation will always find the best way forward to prosperity regardless of the rules the 

system tries to impose.       



 

As I mentioned in the last newsletter, this market is one of the weirdest markets that I 

have seen in my 18 years of professionally managing money.  Not only do you have the 

stock market gyrating wildly on most every bit of news, but you also have a highly manip-

ulated bond market and interest rate environment.  This will open up long-term opportu-

nities, but, with the speed of the news flow, short-term hits will occur as well.   

In fact, when I was in the Marine Corps I read a book called “Run Between the 

Raindrops.”  It was written by a Navy Corpsman who was assigned to a Marine Corps unit 

in the city of Hue during the Tet Offensive in 1968.  He said trying to get out of Hue un-

scathed was like trying to “run between the raindrops with out getting wet.”   

 

 

 

 

 

 

 

Now, of course, managing money is NOTHING like combat.  It isn’t life or death, but I do 

take it damn seriously.  And I do not like taking hits in regards to investment dollars.  But  

similar to the concept mentioned above, trying to navigate this crazy market without tak-

ing some hits is nearly as impossible as trying to “run between the raindrops and not get 

wet.”    

Nevertheless, we are hanging tough.  In fact, across the board, this quarter was a darn 

good one.  That doesn’t mean we didn’t get “wet” on a few trades, but overall portfolios did 

well.  Of course, tomorrow brings a new day and a new set of challenges and I’ll be ready 

to tackle those head on.  And although the whipsaw of this market is frustrating, I will re-

main focused and alert regarding your investment needs, portfolio construction, and mar-

ket opportunities and risks. 
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Running through the Raindrops 



 

Honestly when I take a step back and look at some of the valuations of publicly traded 

companies, I am extremely excited.  I see some companies that my models suggest could be 

undervalued by close to 100%!!!  But it looks like patience will be the key to unlocking this 

value, as the value might not be unleashed until we have clear ideas on the political front. 

One example of an opportunity in the market is Whole Foods (WFM).  I was initially at-

tracted to it due to the way it fits into my macro-view of the world economy.  And, to put 

that view in a nutshell, I see the strength of the global economy being the U.S. Consumer.  

I’ve written about this view a lot, so I will try not to be overly redundant redundant, but 

with the jobs number being so far off the lows, wages climbing, stock market assets and 

housing assets showing strength over the last few years, the dollar being strong, and infla-

tion low, it appears that the U.S. Consumer should have some extra dough in their pock-

ets.  And this should equate to luxury consumer spending going up. 

One vital expense for Consumers is food.  But when you get a little extra money in your 

pocket, you might be tempted to splurge a little bit and get some really good food.  And 

that plays right into Whole Food’s wheelhouse.  I began accumulating shares in the high 

20s/low 30s and, as you can see from the chart, the stock has been building a pretty huge 

base around that price level.   
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3 year chart of WFM provided by BigCharts.com 



According to my valuation models, $49/share would be a fully valued price for WFM.  

While it is a buy below $39.  Those numbers represent gains of  22% and 53% for the stock, 

should they materialize.  Of course only time will tell regarding the stock price, but I can 

say that Brexit actually gave the stock a bit of a boost as WFM does 97% of its sales in the 

U.S.  And as investors want to shield themselves from the issues in Europe, they should 

look for companies whose businesses are not materially impacted by Brexit. 

Another potential opportunity in the market are companies that are POSITIVELY impact-

ed by Brexit.  One stock that I bought for many clients during the Brexit volatility was Di-

ageo (DEO), which is a U.K. spirits maker; Johnny Walker, Kettle One, and Guinness are 

a few of their brands.   

 

 

 

 

 

 

What I liked about them is the fact that most of their expenses are in British pounds, 

which fell significantly in the aftermath of the British vote to leave the EU.  While most of 

their revenue is in U.S. Dollars, which rose during that same time.  Adding that up should 

mean an increase in profits for Diageo.  Time will tell over the long-term how all this 

works out, but so far so good. 
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2 year chart of DEO provided by BigCharts.com 



To be frank, one of the biggest things that is making this market so wild is the interest 

rate environment.  Rates are so low, and, in fact, negative in some places, that traditional 

business models and valuation techniques are getting a bit whacky.  This has opened up 

some tremendous opportunities, particularly in regards to the valuation of financial insti-

tutions, if rates can ever get back to any resemblance of normal.  And if rates can get back 

to normal-ish levels, this is where the 100% returns can begin to become reality. 

 

 

 

  

 

 

And that interest rate environment makes decision making on the Federal level 

“interesting” as well.  In fact, I heard former Treasury Secretary Larry Summers say that 

it only makes sense to borrow as much as we can (“we” being the United States) to invest 

in infrastructure projects, given the low interest rate environment.  And on the one hand, 

YES!, that makes sense.  With the 10 year yield well-below 2%, borrow as much as you can 

and stimulate the economy with spending.  But on the other hand, we’ve already got over 

$20 TRILLION in debt.  So, at what point is more borrowing imprudent? 

 

 

 

 

 

 

 

With these low levels of interest rates, decision like this aren’t so clear cut.  Or maybe they 

are and the World is just drunk on the “Tax and Spend” Kool-Aid.  But that is just my 

point, things are whacky.  One day the market believes that stimulative spending is great 

and it rallies BIG TIME.  The next day, we are taking on too much debt and its tanks.   

Again, time will tell.  In the meantime, we will try to run between the raindrops and make 

investments in quality companies that we think offer attractive risk/reward trade-offs that 

should enable us to meet our financial goals over the long-term. 
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Non-Financial Events occurring this quarter 

Without question, the biggest event 

that took place this quarter was 

Britain voting to leave the EU. 

Dustin Johnson finally got his 

major championship at the US 

Open. 

Muhammad Ali passed 

away. 

LeBron James finally brought a 

title to Cleveland. 



 

 

 

 

 

 

INFORMATION AND DISCLOSURES 

  

This publication is a snapshot of the research and opinions of MRP Capital Investments, 

LLC.  And with that, the opinions and predictions set forth in our publications are our pro-

fessional beliefs at the time of publication.  We are not under duress or pressure from any 

of the corporate entities mentioned, nor do we intend to do business with them on the in-

vestment banking or advisory side of things.  This report is not a solicitation or induce-

ment to take action, whether buying or selling, based upon the opinions presented.   

 

Although MRP Capital Investments, LLC is an investment advisor, these publications are 

not to be construed as investment advice.  We strive to be as impartial, insightful and accu-

rate as possible.  We do base our opinions, analysis, and calculations on information and 

analysis that we believe to be reliable, but we cannot guarantee that they are either accu-

rate or complete.  We may change our minds about any item mentioned and we will not 

necessarily update them in print.   

 

MRP Capital Investments, LLC and/or its officers or employees, may have a position in the 

securities mentioned in this report, and may purchase or sell such securities from time to 

time. 

  

Finally, we must disclose that investments have the potential for profit and loss and that PAST 

PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. 

 

MRP CAPITAL INVESTMENTS, LLC 
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Johns  Creek, GA 30022 
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