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Direct from Dudack 
Checking on Valuation 

 

Despite Thursday’s 587.58 point decline in the Dow Jones Industrial Average, NYSE volume was back in line with the 10-
day average and downside volume was 84% of total volume. This was well short of the 91% down day seen on April 4. In 
sum, the equity market is retesting last week’s low on lower and less intense selling pressure. This is positive from a technical 
perspective. 
 

As we noted yesterday “It would not be a surprise if some hedge funds continue to face liquidity problems in the near future. 
Therefore, investors should expect more unwinding and more volatility in the days ahead.” The recent turmoil seen in the 
financial markets plays havoc with highly leveraged portfolios and leverage has the potential of creating forced buying and 
forced selling. More importantly, it can lead to severe liquidity problems for some money managers which could translate 
into more panic selling. In other words, some market moves are liquidity-driven and not economically driven, and it is 
important to understand there is a difference between the two. Liquidity-driven declines are short dramatic downdrafts and 
represent opportunities, whereas economically driven moves can be longer lasting moves. 
 

In terms of economically driven moves, this week marks the start of first quarter earnings season and earnings forecasts 
will play a major role in the market’s stability or instability in the weeks ahead. In times of extreme stress and uncertainty, it 
is helpful to look at the history of trailing PE ratios at market lows -- not to define a price target -- but to look at worst case 
scenarios. The current trailing PE ratio is 21.9 X and the long-term average is 16.1 X. The 16.1 multiple is too low, in our 
view, since the current 2.4% inflation rate is below average. The trailing PE ratio at the September 2022 low was 17.6 X and 
with the S&P/Dow Jones earnings estimate for the end of the second quarter currently at $244.62, this translates to SPX 
4305. The intraday low on April 7, 2025 was 4835, or 11% above SPX 4305. (Note that the 10-year average trailing PE is 
20.8 and the 20-year average is also higher at 18.8 times.) The current 12-month forward PE is 17.3 times and already 
below the long term average of 17.8 X. In summary, as the equity market retests its recent low, it is also defining good long-
term value. 
 

6

8

10

12

14

16

18

20

22

24

26

28

30

32
SP500: 12-Month Trailing Operating PE

5 Year Average 21.5
10 Year Average 20.8
20 Year Average 18.8
30 Year Average 19.7
50 Year Average 16.8
1947 to date Average 16.1
74 Year Standard Deviation (10.3)
74 Year Standard Deviation (20.3)
12-Month Trailing Operating PE

Source: Dudack Research Group; S&P Dow Jones;
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Regulation AC Analyst Certification 
I, Gail Dudack, hereby certify that all of the views expressed in this report accurately reflect my personal views 
about the subject company or companies and its or their securities. I also certify that no part of my 
compensation was, is, or will be directly or indirectly related to the specific views contained in this report. 
 

IMPORTANT DISCLOSURES 
 

 

RATINGS DEFINITIONS:  
 

Sectors/Industries: 
“Overweight”: Overweight relative to S&P Index weighting     
“Neutral”: Neutral relative to S&P Index weighting  
“Underweight”: Underweight relative to S&P Index weighting 
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This report has been written without regard for the specific investment objectives, financial situation or particular needs of 
any specific recipient, and should not be regarded by recipients as a substitute for the exercise of their own judgment.  
The report is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or 
sell securities or related financial instruments.  The securities described herein may not be eligible for sale in all 
jurisdictions or to certain categories of investors.  The report is based on information obtained from sources believed to be 
reliable, but is not guaranteed as being accurate, nor is it a complete statement or summary of the securities, markets or 
developments referred to in the report.  Any opinions expressed in this report are subject to change without notice and 
Dudack Research Group division of Wellington Shields & Co. LLC. (DRG/Wellington) is under no obligation to update or 
keep current the information contained herein.  Options, derivative products, and futures are not suitable for all investors, 
and trading in these instruments is considered risky.  Past performance is not necessarily indicative of future results, and 
yield from securities, if any, may fluctuate as a security’s price or value changes.   Accordingly, an investor may receive 
back less than originally invested.  Foreign currency rates of exchange may adversely affect the value, price or income of 
any security or related instrument mentioned in this report.  
 

DRG/Wellington relies on information barriers, such as “Chinese Walls,” to control the flow of information from one or more 
areas of DRG/Wellington into other areas, units, divisions, groups or affiliates.  DRG/Wellington accepts no liability 
whatsoever for any loss or damage of any kind arising out of the use of all or any part of this report.   
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communicated in the U.K., this report is intended for distribution only to (and is directed only at) investment professionals 
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Markets Act 2000 (Financial Promotion) Order 2001. This report is not directed at any other U.K. persons and should not 
be acted upon by any other U.K. person. Moreover, the content of this report has not been approved by an authorized 
person in accordance with the rules of the U.K. Financial Services Authority, approval of which is required (unless an 
exemption applies) by Section 21 of the Financial Services and Markets Act 2000. 
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