
SUMMER 2014 

SERIES ISSUE #2 

SEPTEMBER 2, 2014 

 

What a summer it’s been so far.  It almost seems as if the world is coming apart all over the globe.  

Whether it be in Israel or Gaza, Syria or Iraq, Africa or Ukraine or even in Missouri on our own soil, 

things appear to be going downhill everywhere you look.  Now, as we move past Labor Day, summer is 

over, so to speak. 

Add to this the continued so called weak recovery, the soaring (no pun intended) cost of air travel, the 

leveling off of real estate prices and a new Federal Reserve Chairperson and that is a recipe for a 

complete market collapse.  And, in early July, it seemed as if that was exactly what was happening.  

However, after a few shaky weeks, markets stopped dropping and began a turnaround after a mere 4% 

fall off the market records in late June. 

So, here we sit at the beginning of September, passing the Labor Day weekend and the traditional end of 

summer in the United States.  Summer weather has not been that oppressive and even though there 

was a small hurricane in the Atlantic, the tropics have been docile.  In addition, as I have previously 

discussed in these postings, the “Sell in May and go away philosophy would not have been particularly 

successful this summer.  Most of the economic numbers that are being reported are fairly good. 

As we move into the final part of the third quarter, it will be buckle the seat belts for the upcoming 

Congressional elections in November.  2014 is pivotal in terms of controlling the Senate and House.  

Those of you who are up on American History know that the forefathers set up a system of checks and 

balances wherein the Congress shall check the President and the Supreme Court shall act in a similar 

manner checking the President and Congress.  Right now, the Republicans control the House, but not by 

very much and the Democrats control the Senate, again, not by very much.  As of this writing, elections 

are 10 weeks away. 

Also on the radar screen these days is a handful of global turmoil.  The Ukraine situation is somewhat 

fluid, but Americans seem not to be paying it much attention as it’s hard to convince us of its relevance.  

Mr. Putin seems to be in control and the only folks hurt by the sanctions seem to be Russian billionaires 

and perhaps some Europeans, whose goods are not limited in Russia.  It seems to me that deep down, 

Putin’s objective is to recreate the old Soviet Union under the guise that “ethnic Russians want to be 

part of the real Russia.”  Nerves are running a bit high I would imagine in Lithuania, Latvia, Estonia, etc.  

We spent a short time in Estonia this summer and since their official independence in 1991, the country 

has become quite westernized.  In fact, the software behind Skype was partially developed in Estonia 

and continues to be supported to this day in the country.  Now, it appears that a truce is in the works, so 

let’s hope for the best in Ukraine. 



The other global hot spot is Iraq.  As was predicted and since we removed most of our troops from the 

country, ISIS has been on the move.  It is not my place to offer an opinion on what the strategy in Iraq 

should or should not have been.  However, we now have a dangerous situation over there and our 

politicians are trying to determine their next move.  As of today, that conflict doesn’t seem to be 

adversely affecting the markets, but if the oil supply is threatened, all bets are off.   

Later this week, we get the August jobs numbers and that could be interesting.  Most indications are 

that the job market generally is improving.  However, the labor participation rate is not improving.  I 

expect reasonably good numbers for August, but not good enough to move the Fed toward immediate 

action.  After all, they are measuring trends and there simply isn’t enough consistently positive 

information to establish that trend.  As I indicated above, much of the recently reported US data has 

been decent and if that continues to be the case, equities should at least hold serve. 

Thus, as we move through September, I expect more of the same movement in the markets, namely a 

bit up and a bit down, until there is a major disruptive global event, or consecutive reports of a slowing 

economy.  Interest rates will remain challenging for investors, but still very enticing for borrowers.  

Therefore, our fixed income strategy remains the same; namely to avoid long term maturities, watch 

ETF bond portfolios and keep duration short so as to minimize the impact on fixed income prices when 

interest rates do rise. 

My next newsletter will focus on strategies for the end of the year and also the election and what 

certain outcomes could mean for investors. 


