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Rail-Splitter Capital Management is focused on protecting and growing wealth for our clients.  Our 

services are provided through Delta Investment Management a registered investment advisory firm.   

We welcome discussions on how we can help you manage your assets and maximize your wealth. 

Please contact us at info@rail-splitter.com or 312-724-8722.  

 
      

 

 
    

Ready, Aim, Fire 
March 14, 2025 
Pi Day (π)  3.14 

The Federal Reserve can be wrong on its economic predictions.  To help improve their 
forecasting accuracy, they have become more data dependent in recent years.  The Fed’s 
current view of the market is we are in “ready” portion of the Ready, Aim, Fire 
sequence.  Powell says: “the economy remains on solid footing which gives it time to 
read/react to Trump’s policies, potential retaliation, and the impact on growth and inflation. 
While the recent market moves have led to recession fears, the strength of the household 
and corporate sectors would be enough to propel the US back to above-trend GDP growth 
should the trade war dissolve.” 
  
Given the lack of conclusive evidence, we continue to be in a data driven time before we 
might declare recession.  In non-recessionary periods, the calendar year returns of the 
market are usually positive (37 of the last 45 years or 82%).  With the S&P 500 off almost 
10% from its highs, the market has reached its typical drawdown level for non-recessionary 
periods.  If we do not enter a recession, this would imply the current drawdown is a buying 
opportunity.  On the other hand, if the economy slips into recession, stocks are likely to 
depreciate further. 
  
Many of the major investment banks currently view the probability of recession occurring in 
2025 in a range of 20-40% vs.15-30% at the start of the year. 
  
A significant portion of the current sell-off in stocks has been driven by over-concentrated 
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hedge funds unwinding their levered, Magnificent 7 stock positions.  The chart below 
shows the relative performance of the Magnificent 7 stocks (red line) versus the S&P 500 
and MSCI All World index. 
  

  

From a price/earnings to growth perspective, many of the Magnificent 7 stocks are 
becoming attractively valued.  For example, Nvidia’s (NVDA) forward P/E is 25x vs.S&P 
500 at 21x. Nvidia is expected to grow earnings roughly 50% while the S&P 500 forecasted 
earnings growth is 10%. The P/E multiple differential between the Magnificent 7 and the 
remaining 493 S&P 500 stocks is the lowest it has been since 2017. 

 

 

Let Us Help You Position Your Portfolio – Give Us a Call Today 

We pride ourselves on our unique and sophisticated investment strategies designed 
to capture the gains of the stock market while minimizing drawdowns during bear 
markets. If you're seeking expert guidance in your financial planning journey, we're 
here to assist you. 
  
Whether you're a seasoned investor looking to optimize your portfolio or someone 
just starting to explore investment opportunities, our team is dedicated to providing 
tailored solutions to meet your financial goals. 
  
To learn more about how we can help you navigate the complexities of the financial 

  



markets and achieve your investment objectives, we invite you to reach out to us. 
You can give us a call at (312) 724-8722, visit our website at www.rail-splitter.com, or 
simply email us at info@rail-splitter.com. 
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Delta Stock Market Dashboard 

 
Delta Market Sentiment Indicator (MSI) is published weekly in Barron’s 

  

 

http://https/www.barrons.com/market-data/market-lab


 

A large part of the drop can be attributed to accelerated imports due to potential tariff policy.  

 

  



 

 

 

 

 

Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers 
to recognize that they should not assume that recommendations made in the future will be profitable or 
will equal the performance of past recommendations.  This publication is not a solicitation to buy or offer 
to sell any of the securities listed or reviewed herein.  The contents of this letter have been compiled from 
original and published sources believed to be reliable, but are not guaranteed as to accuracy or 
completeness.  Nicholas Atkeson and Andrew Houghton are also principals of Delta Investment 
Management, a registered investment advisor.  Clients of Delta Investment Management and individuals 
associated with Delta Wealth Adviser may have positions in and may from time to time make purchases 
or sales of securities mentioned herein. 

  
THIS NEWSLETTER IS PROTECTED BY COPYRIGHT LAW.  UNAUTHORIZED DISTRIBUTION 
AND/OR REPRODUCTION BY PHOTOCOPY OR ANY OTHER MEANS IS STRICTLY PROHIBITED 
AND PUNISHABLE BY A FINE OF UP TO $25,000. 
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