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Since the end of the 3rd quarter just half a month ago, markets have been gyrating violently downward, 

with the exception of a few large up days.  In short, volatility is up and fear and uncertainty are 

increasing.  After trading on Columbus Day, the Dow was off almost 6% from its’ high.  Of course this 

measures just 30 stocks in the equity universe, but it is somewhat telling.  Almost 1,000 points have 

come off the index much quicker than it took to gain those same 1,000 points. 

Now is not the time for investors to panic.  I have mentioned in these newsletters previously that a 10% 

correction is normal, expected and even hoped for at this point in the bull market cycle.  That being said, 

it doesn’t make it any easier to watch and listen to the pundits predict the end of the investment world 

as we know it.  However, I have always made it a point that asset allocation trumps stock picking in the 

long run and for our clients, we have worked with them to create the allocations most appropriate for 

them given their risk tolerance and investment objective(s). 

Account values will go down and the change in values in clients’ accounts will most likely change more 

dramatically as we conclude (already?) 2014.  We will re-review all portfolios for allocations and verify 

that they meet client’s objectives.  We may also check with various clients to measure their comfort 

level with the new age of equity volatility.  As I have stated before, if market conditions get to a point 

where we feel a change in any portfolios is called for, we will make that fact known, but we do not 

anticipate making such moves. 

You have and will hear a great deal about equity market “corrections.”  Officially, as I have said 

previously, an equity market correction is 10%, but sometimes we don’t get to that level, but it just 

seems like a correction.  That could end up being the case here.  However, some corrections move past 

the 10% mark and go quite a bit lower.  I am sure most folks remember the move in 2008 from the 

Dow’s high then of just over 14,000.   

The other argument that will begin floating around is whether this is a correction or the beginning of a 

bear market.  At this point, I believe it is too early to tell.  However, at some point, the bears will have 

their day.  Everyone still does remember that markets don’t always go up!! 

Finally a word about corporate earnings, which are starting to come in for the 3rd quarter.  They will 

most likely be decent.  I don’t see a great number of companies knocking the proverbial ball out of the 

park, but I also don’t believe that earnings will propel the market lower as a rule.  Some companies will 

fall short of those lofty expectations, but I don’t believe we will see a trend of companies falling short.  If 

we do, then markets will move into correction mode in my opinion. 



To summarize, as we enter the 4th quarter, the fear factor in the markets is driven by a few obvious 

issues.  The first of these issues is the Ebola virus and how bad it may get in our country (of course, one 

person with the disease is too much).  This is a new issue for us as these diseases normally don’t 

manifest themselves in the US.  Also, we are monitoring the ISIS situation in Syria and Iraq.  We really 

don’t have an accurate report on what effect our airstrikes are having at this time.  But, the fact remains 

that this group is causing a challenge to the United States and our allies at this time as to how effectively 

to halt their respectively advances in these countries. 

Other issues which are causing the markets some headache are the upcoming elections and how do 

digest “Fedspeak.”  Janet Yellen is new on the job and markets were previously used to Ben Bernanke.  

Once traders and investors are comfortable with her reporting, I believe some volatility will fade.   

Not everyone in the US is convinced that there is a recovery and that it is ongoing and strong.  Certainly 

we have some data to show that our economy is expanding, but it now appears some housing markets 

are cooling, forcing the Federal Reserve to make statements that rates will remain low for some time to 

come.  That helps borrowers, but not investors.  We will have to continue to watch the data. 

So, buckle your seatbelt a bit tighter for the 4th quarter.  We may be in for more of a wild ride. 

 


