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Market Outlook: Steel stocks continue to move up amid sector upgrades. The transportation sector surged

to its highest level since April 28, 2015 and Dow Jones Industrial Average achieved its record high rallying

2.9%  since  the  presidential  election.  Markets  already  expect  very  tight  monetary  policies  alongside

individual tax changes that might be debated. For instance, republican officials would support fewer tax

brackets and lower top rates as well as ascribe head of household filing status only to unmarried individuals

who have dependents, such as single parents. 

The dollar is expected to gain sovereign stability in comparison to weaker euro because it is more difficult

for Europeans to pledge inflation momentum and mediate bond yields. Europe began buying government

securities relatively late (in March 2015) therefore U.S. traders may oppose quantitative nation-based easing

beyond March 2017, such as the cases in Greece, Italy, Portugal, and Spain. While banks may reinforce anti-

bond buying practices, in Germany the council of economic advisers said last week that European Central

Bank’s policy is “neither appropriate for the euro area nor Germany.”

Stocks to Watch: Commercial Metals Co (CMC) jumped 4.37% or 91 cents to $21.71 amid reference to

President Trump’s conservative $550 billion stimulus plan to increase steel demand 20% annually in five

years.  The  steel  and  iron  products  manufacturer  is  emerging  from critical  year-ago  negative  earnings.

Ampco-Pittsburgh Corp (AP), Grupo SIMEC SAB de CV (SIM), Mueller Industries Inc (MLI), Schnitzer

Steel Industries Inc (SCHN), and Worthington Industries Inc (WOR) reported results recently as well. 

Materials Select Sector SPDR ETF (XLB) advanced 0.23% or 11 cents to $48.26 while Steel Dynamics Inc

(STLD) rose 2.73% or 88 cents to $33.16. On the correction down side were AK Steel Holding Corp (AKS),

Cliffs Natural Resources Inc (CLF), Nucor Corp (NUE), and U.S. Steel Corp (X). SPDR S&P Metals and

Mining ETF (XME) jumped 3.30% to $29.42 in the past five days.

CSX  Corp  (CSX)  jumped  0.58%  or  20  cents  to  $34.78  i.e.  17-month  high  after  the  multi-channel

transportation company upgraded coming fourth quarter forecast to earnings flat or slightly down from a

year ago. Net income in fourth quarter 2015 was $466 million or 48 cents a share while revenue was $2.78

billion. Competitors Canadian Pacific Railway Ltd (CP), Kansas City Southern (KSU) and Union Pacific

Corp (UNP) report financial results recently as well. Rising transportation stocks are J.B. Hunt Transport

Services Inc (JBHT), Landstar System Inc (LSTR), Norfolk Southern Corp (NSC), Ryder System Inc (R)

while C.H. Robinson Worldwide Inc (CHRW) eased 0.10% or 8 cents to $73.50. SPDR S&P Transportation

ETF (XTN) advanced 9.2% to $52.55 in the past five days. 

Dot Hill Systems Corp, designer of innovative software and hardware systems, on October 6, 2015 was

acquired by Seagate Technology Plc (STX), a world leader in data storage services. Since acquisition date

Seagate shares dropped 17.7% to $38 through Monday pointing to future stock price growth given the

company’s discounted price-to-earnings status. Seagate will pay 63 cents quarterly dividend on January 4,

2017. The acquisition of Dot Hill was all-cash at $9.75 per share for total of approximately $696 million.

ZAGG Inc (ZAGG) is part of Craig-Hallum Capital Group LLC’s goal to present Alpha Select List to top

institutional  investors  and analysts  from across  the  country thanks  to  strong and fundamental  business

characteristics.  A  leading  provider  of  mobile  products  and  technologies  like  keyboards  and  screen

protection, ZAGG sells at large retail shops such as AT&T Inc (T), Best Buy Co Inc (BBY), EE Ltd, Sprint

Corp  (S),  Verizon Communications  Inc  (VZ),  Vodafone Group Plc  (VOD.L),  and Wal-Mart  Stores  Inc

(WMT). The company will participate at Craig-Hallum’s 7th annual conference in New York City.



The stock rebounded since November 3 when the Zagg reported third quarter 87% revenue increase to

$124.66 million. On lower operating margins the company swung to net loss of $7.11 million or negative 25

cents compared with net income of $3.74 million or positive 13 cents in the same quarter a year ago. The

stock has gained 16.7% to $6.85 over six months but lost 26.8% on the year amid dire prior profits.

Funds: Exchange-traded funds invested in Commercial Metals Co are Guggenheim S&P Midcap 400 Pure

Value (RFV), Purpose Enhanced US Equity (PEU), Purpose Tactical Hedged Equity (PHE), SPDR S&P

Metals & Mining (XME), and VanEck Vectors Steel Index (SLX) through November 4, 2016. 

Exchange-traded  funds  invested  in  CSX  Corp  are  First  Trust  Nasdaq  Transportation  (FTXR),  iShares

Transportation Average (IYT),  PowerShares  Russell  Top 200 Pure Value Portfolio (PXLV), SPDR S&P

Transportation (XTN), and VanEck Vectors Wide Moat (MOAT) through November 7, 2016. 

ETFs with exposure to ZAGG Inc include iShares Micro-Cap (IWC), PowerShares Russell  2000 Equal

Weight  Portfolio  (EQWS),  Vanguard  Global  Value  Factor  (VVL),  Wilshire  Micro-Cap  (WMCR),  and

WisdomTree SmallCap Earnings (EES) through November 4, 2016.


