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For the second quarter the S&P 500 Total Return surged around 3.25 percent, driven by a strong 

earnings season, as the initial optimism over the Trump economic agenda stalled. Investors 

remain optimistic that the pledge for Tax Reform will be completed sometime in 2017.  

The technology sector was the star of the second quarter with earnings results that dazzled. 

Investors seem more than willing to pay a premium for strong earnings growth rates in a low-

interest rate environment. Due to the technology sector success in the first half of 2017, some 

investors have raised concerned surround overvaluation taking place in the sector and the S&P 

500. My research has pointed me to the belief that the market is simply not overvalued and in 

some cases, you could build an argument that the market is cheap from a historical perspective. 

The S&P 500 is currently trading at a 2018 operating price-to-earnings (PE) ratio around 16.5. At 

this level, the S&P 500 is trading at levels not seen since 2012. The same case holds true for the 

healthcare sector which is currently trading at an operating P/E around 15.5, levels not seen 

since 2012 as well. 

 

Although technology trades at the highest valuation relative to the S&P 500 and healthcare 

sector, my expectation is that the robust growth seen in the first quarter will continue in 

quarters to come, helping to justify the higher valuation levels.  However, the technology sector 

is vulnerable to a pull-back until earning start to be reported in mid-July, due to market 

sentiment. 

It remains my belief that the S&P 500 will likely reach a level around 2,550 by year’s end, which 

is only another 5 percent from the S&P closing level of 2,423 on June 30. The S&P target I have 

derived is likely to be driven by continued earnings growth throughout the remainder of 2017, 

and a global economy that will continue to improve. 
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Non-Annualized Performance 1/1/17 – 06/30/17 

MCM Thematic Growth Composite  S&P 500 Total Return Index 

11.90% 9.34% 

*Net of Fees and Transaction Cost 

For the second quarter, the Mott Capital Management Thematic Growth Composite continued 

to outperform the S&P 500 in 2017.  Net of fees the Thematic Growth Strategy is now up 11.90 

percent versus the S&P 500 Total Return’s 9.34 percent. 

MCM 3 Best & Worst Performers for 2Q’17 

Tesla +29.94% Acadia Pharma (VZ) -18.88% 

Unilever (UL) +9.69% General Electric -9.36% 

Alphabet (GOOGL) +9.66% Verizon (VZ) -8.39% 

 

Tesla shares continued to rise in the second quarter and are were up nearly 70 percent through 

June 30, with shares trading around $360. Anticipation has been building around the launch of 

the Model 3 and Tesla’s other renewable energy ambitions. It would seem the market finally 

realizes what we have been preaching for years, that Tesla is not an Auto company, but a 

renewable technology enterprise. Shares of Unilever, the maker of Dove soap and other 

personal care products, continued to surge in the second quarter following a strong first quarter 

due to KraftHeinz low-ball bid price of $50 per share. Unilever following the failed takeover 

attempt has become more aggressive in creating value for shareholders from a strategic and 

corporate level. Alphabet, the parent company of the search engine Google, surged by nearly 10 

percent after reporting excellent quarterly results. We believe Alphabet has many years of 

robust growth ahead of it.  
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Acadia shares fell after the company only met analyst’s expectations for its first quarter revenue 

results. Unfortunately, Acadia has moved from a stock trading on hope and hype to 

fundamentals, which now makes it a four-time a year story. To this point sales of Nuplazid, 

Acadia’s drug for the treatment of Parkinson’s Disease psychosis has been consistently 

growing, and the trends have been strong. During the second quarter, General Electric decided 

to go in a new direction announcing Jeffery Immelt would be leaving the company as CEO and 

would be replaced by John Flannery. GE’s stock has performed terribly, but the stock is 

relatively stable and offers a good dividend. Although the stock has not performed to my 

expectations, I am willing to give the story some more time to develop and give the new CEO 

the benefit of the doubt. If improvement in the shares and the growth story we have been 

waiting for do not emerge at some point soon, we may be forced to go in a new direction as 

well. Verizon has been a disappointing asset as well. The coming of 5G will likely reignite the 

wireless carrier’s profitability, but that is still a few years away. Additionally, I have begun to 

worry that perhaps Verizon is falling behind AT&T, as these once telephone companies 

transform into media giants.  Verizon, like GE, is being watched and monitored closely as well.  
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Mott Capital has been growing, with growth in assets from the addition of several new clients, 

while the research product is now becoming a meaningful contributor to revenue. As many of 

you know when I started this company exactly three years ago, I had zero assets and zero 

business. Driving the business forward over the years has been at times challenging and 

frustrating, but persistence and my commitment to my clients and the people that put their 

trust in me keep me working hard every day. Three years later I can say all the challenging 

work was worth it, and I could not be happier.  

Thank you for your loyalty and commitment over the past three years. I cannot wait to see what 

the next three years will bring us. 

 

Regards,  

 

 

 

 

Michael Kramer 
Founder/Portfolio Manager 
Mott Capital Management, LLC 
Michael@mottcapitalmanagement.com 
516-642-5788 
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Disclosure: Mott Capital Management, LLC is a registered investment adviser.  Information presented is for 
educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific 
securities, investments, or investment strategies.  Investments involve risk and unless otherwise stated, are not 
guaranteed.  Be sure to first consult with a qualified financial adviser and/or tax professional before implementing 
any strategy discussed herein. Upon request, the advisor will provide a list of all recommendation made during the 
past twelve months. Past performance is not indicative of future performance. Mott Capital Management, LLC 
(“Mott”) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and 
presented this report in compliance with the GIPS standards.  Mott has not been independently verified. Mott Capital 
Management, LLC is an independent registered investment adviser.  The firm maintains a list of composite 
descriptions, which is available upon request.  See additional disclosures on the reverse side. The All-Cap Growth 
Composite is a blend strategy of different market capitalizations, which is approximately divided equally among three 
sectors.  The Core Growth sector includes large multi-national companies, the Growth Sector includes mid- to large-
cap companies, and the Aggressive Growth sector includes small- to mid-cap companies.  The strategy is concentrated, 
and typically includes approximately 20 positions, and 5% cash.  The strategy only invests in stocks, ADRs, and 
ETFs denominated in USD.  The All-Cap Growth Composite was created June 2015. The S&P 500 is a free-float 
capitalization-weighted index of 500 large-cap common stocks actively traded in the United States.  The index is 
shown as a general market indicator, and may not reflect the same exposures as the composite. The investment 
management fee schedule for the composite is 2% on the first $250,000, 1.5% on the next $750,000, and 1.0% on the 
remainder.  Actual investment advisory fees incurred by clients may vary.  Further information regarding investment 
advisory fees is described in Part II of the firm’s Form ADV. Past performance is not indicative of future results.  The 
U.S. Dollar is the currency used to express performance.  Performance shown represents total returns that include 
income, realized and unrealized gains and losses.  Net of fee performance was calculated using actual fees.  Composite 
performance is presented net of foreign withholding taxes on dividends, interest income, and capital gains.  
Withholding taxes may vary according to the investor’s domicile.  Policies for valuing portfolios, calculating 
performance, and preparing compliant presentations are available upon request. The annual composite dispersion 
presented is an asset-weighted standard deviation calculated using accounts in the composite the entire year.  The 3-
Year Standard Deviation represents the annualized standard deviation of actual composite and benchmark returns, 
using the rolling 36-months ended each year-end.  The 3-Year ex-post Standard Deviation of composite and benchmark 
returns is not presented because the composite strategy has less than three years of history. 
 

Composite 

Performance S&P 500

Firm Composite Net Total Return Composite Benchmark

2016 1,717 1,377 17 -2.10% 11.96% - - 0.90%

2015 1,681 1,325 17 1.52% 1.38% - - 0.60%

  2014† 1,026 628 8 3.82% 7.60% - - N.A.

Internal 

Composite 

Dispersion

Total AssetsYear 

End

Number of 

Accounts

Annualized 3-Year 

Standard Deviation**

N.A. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.  
†
 Performance reflects the non-annualized performance from 8/1/2014 to 12/31/2014. 

** For periods with less than 36 months of composite performance, no 3-year ex-post standard deviation measurement is available. 
 

 


