
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
   

The Dow Jones industrial average 

joined the Standard & Poor's 500 

index in record territory on Tuesday, 

as the two most-watched indexes on 

Wall Street confirmed that the bull 

market that began in March 2009 is 

still very much alive. 

Unlike the frenzied market that 

was capped off by the dot-com 

mania of the late 1990s, though, this 

one's latest chart-topping 

performances appear to be driven by 

a much more mundane phenomenon: 

low interest rates. With the 10-year 

U.S. Treasury bond yielding just 

1.5%, investors instead are choosing 

to buy high-quality, high-dividend-

paying stocks. 

"There are no good alternative 

investment options," said Katherine 

Licau, a research analyst at KLCM 

Capital Management Inc. in 

Milwaukee. "If you can buy General 

Mills and get a 3% dividend yield 

and some potential appreciation, why 

lock yourself in to 1.5% on a 

Treasury bond for 10 years?" 

The 10-year bond is hovering 

around its lowest point ever, said 

Ignatius L. Smetek, president and 

chief investment officer at Arcataur 

Capital Management LLC, 

Milwaukee. So it's no surprise that 

investors have been turning to 

higher-yielding stocks in sectors like 

utilities and consumer products, he 

and others said. 

The year-to-date stock 

performance of We Energies' parent 

company illustrates the trend. Shares 

of the Milwaukee-based utility 

company have climbed 24% since 

the beginning of the year, to $63.71 

at the close Tuesday from $51.31 on 

Dec. 31. 

"Utilities are the poster child of 

defensive stocks," Smetek said, 

saying he considers them "hugely 

overvalued" now that investors have 

pushed their prices so high in search of 

higher yields. 

We Energies' parent, WEC Energy 

Group Inc., is yielding about 3% and 

has a price-to-earnings ratio of about 24 

— pricey for a defensive stock. 

"You can't be buying utilities 

anymore unless you're insane or you 

think there's a calamity coming," 

Smetek said. 

The Dow rose 120.74 points, or 

0.7%, to 18,347.67 Tuesday, closing 35 

points higher than its previous closing 

high, set on May 19 of last year. The 

S&P 500 gained 14.98 points, or 0.7%, 

to 2,152.14, beating the record it had set 

Monday. 

The Nasdaq composite rose 34.18 

points, or 0.7%, to 5,022.82. That tech-

heavy index is still roughly 4% below 

its all-time high. 

At this point, industrial and 

information technology stocks represent 

a much better value proposition than 

utilities and other defensive stocks, 

according to Scott Opsal, research 

director at the Leuthold Group, a 

Minneapolis investment firm. 

Still, he said he expects the stock 

market to continue pushing into new 

highs. 

Despite the market's relatively high 

valuations, it has breadth, with more 

sectors and individual names making 

new highs than new lows, he said. Plus, 

it has demonstrated very positive 

psychology by shrugging off concerns 

about China's economy slowing, Great 

Britain's vote to leave the European 

Union and Brazil's hosting the Olympics 

in August. Also, corporate earnings are 

starting to rise, he added. 

"We're positioned for a positive 

rather than negative market over the 

next couple months," Opsal said. 

Among Wisconsin stocks, Exact 

Sciences Corp. rose nearly 7% Tuesday. 

The increase was driven by rumors that 

DNA sequencing giant Illumina is 

interested in acquiring the company, 

according to a report by 

Seekingalpha.com. 

Other Wisconsin stocks on the 

upswing Tuesday included Joy Global 

Inc., up 6%; Manitowoc Co., up 4%; 

ManpowerGroup Inc., up 4%; and 

Modine Manufacturing Co., up 3%. 

Johnson Outdoors Inc. also rose 3% 

and closed at its highest point in more 

than a year. 

Five stocks in the Dow Jones 

industrial average have been the big 

drivers of its gains since it last peaked 

in May 2015: restaurant chain 

McDonald's, home retailer Home 

Depot, health care company Johnson 

& Johnson, diversified industrial firm 

3M Co. and health care insurer and 

services provider UnitedHealth Group 

Inc. 

Each of these stocks has 

contributed 100 points or more to the 

market measure since its last high, 

according to a USA TODAY analysis 

of data from S&P GlobalMarket 

Intelligence. 

The five stocks together added 681 

points to the Dow, making them a top 

driver of the Dow's 34-point gain 

from the last peak and enough to 

counteract the 13 Dow stocks that are 

down. 

The fact that many of the winners 

are from defensive sectors suggests to 

Jack Ablin, chief investment officer at 

BMO Private Bank, that investors are 

still nervous. 

"U.S. equity markets are breaking 

records led by defensive companies 

against a backdrop of lower interest 

rates," Ablin said. "To me, this seems 

like investors are stocking up on 

canned goods before a storm. 
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