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Accumulate                ◊               Distribute                ◊                Endow 

It’s Back, the Return of Volatility! 

After more than a year of calm markets, volatility reared its head to remind investors the market is no place for 

complacency.  The Dow Jones Industrial Average declined over 1,000 points in one day, which is the most points ever 

lost in a single day of trading. However, while a thousand points would have been big news in the 1980’s and 90’s, the 

index is at much higher levels now, so the decline represented a 4.15% drop. While this pullback signals a return to 

higher volatility, a decline of this magnitude could be expected once or twice in a calendar year. In comparison, on 

October 19, 1987, known as Black Monday, the Dow lost 22.6% in one day. While this was only a 508-point drop, the 

index lost nearly a quarter of its value in a single day. 

The quick market correction following the long period of calm put many on edge.  The Dot-com Bubble and Crash of 

2000-20002 and the Global Financial Crisis (GFC) of 2007 are fading but still influential events.  While the US economy is 

expanding more robustly than any time since the GFC, the market appears to be reacting to higher growth prospects.  

Low unemployment, increasing average hourly earnings in the private sector, tax reform, lowered corporate tax rates, 

and regulation reduction are cultivating economic optimism and consumer confidence.  For example, Apple is just one 

of many companies planning on repatriating overseas money.  They are bringing $250 billion back to the US economy.  

Additionally, Apple also committed to spend another $350 billion on domestic investment.   The significance of the 

private sector infusion of capital to the economy should not be ignored. 

So how does economic optimism translate to 1000 negative points on the Dow Jones Industrial Average or the dramatic 

return of volatility?  Always keep in mind the economy and the market are separate and distinct entities.  Often, one 

reflects information about the other; however, there are also times they diverge.  Paradoxically, the improved 

economic outlook has investors concerned the Federal Reserve will raise interest rates faster while continuing to taper 

their balance sheet.  Compounding the concern is a new chairman recently taking the reins.  Rising interest rates often 

puts downward pressure on stocks.  Additionally, while still low, mortgage rates are their highest in four years which 

could impact housing.  Another item of concern, with a possible government shutdown no longer a risk, is a projected 

expansion of the current deficit.  The explanation seems comically circular; as economic growth picks up, the 

consequences of growth cause anxiety in the markets. 

Interestingly, humans’ internal wiring tends to weigh more recent information heavier than older information.  

Investors want to take on more risk as markets rise or deliver strong performance.  It is important to evaluate the risk 

you are taking and make sure it correctly aligns to the timing and amount of your current or future income needs.  Our 

strategies are developed to match appropriate investments to your anticipated income needs and specific financial 

situation.  As the markets have returned to a more normal, or volatile, behavior, it could be a prudent time to review 

your financial strategy and risk exposure to ensure they remain correctly aligned to your own goals.   

Please reach out to us if you have any questions or would like a more in depth discussion of your situation. 

Sincerely, 

 

Tim Zadzora, AIF® 


