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Stocks  
     The history of anything can give us insight. I don’t think it necessarily helps us be 
better predictors of future goings on. Stocks and stock market pricing/levels are irra-
tional short term and rational long term. Any predictions of where stock market prices 
will be are just guesses. We are just one huge international event, cosmic event, or 
other earthly event away from catastrophe and with it stock market prices will fall to 
dismally low levels.  
     On March 2nd in 2009, a catastrophe of our own making caused the S&P 500 in-
dex to end the day at 683.38 (it’s 2,634 today), a level not seen since August of 1996. 
That’s what happens when money and credit, the oil of our economic engine, sudden-
ly turn into sludge slowing down the economy and our ability to create economic growth. All at once 14 years of market ups 
and downs did not matter. Most stock investors were in a state of shock. This was probably the worst time in my investing ca-
reer to have to sell stock, and conversely the best time to buy stock. Along with these events, there were the usual pundits say-
ing I told you so. There are a lot of those people. Just about any day there is someone crowing about stock market levels being 
too high and a huge bear market is on its way. I guess bad news sells, because there is never a lack of it. Most psychologists 
will tell you honey is the best and most effective motivator. We like honey, but we also respond to bad news predictions. If we 
didn’t there would be no pundits predicting stock market declines getting press time.   
     Emotion aside, there are good solid economically driven reasons for stock market levels and we know long term they do 
make sense. Interest rates control how much oil our economic engine gets. For the last two plus years the Federal Reserve has 
been raising rates and drying up the money supply. Sooner or later this does have an effect on the economy and business and 
stocks. If you doubt that, go no further than the late 1970’s to early 1980’s when Paul Volker and company put just about eve-
ryone out of business. His motivation was to whip inflation. Well, he whipped inflation and it took 16% mortgage rates and 
astronomical short term rates to do it. If you had money, CDs were paying 18%. There was not much motivation to invest in 
stocks, so the market suffered right along with everything else. The Fed could do that same thing again but I think it is highly 
unlikely we will see double digit inflation anytime soon. Professional investors are constantly comparing investments on a 
risk/ reward basis. Ten year treasuries have now reached 3%, near a point where they wanted to go, so rates are off the bottom 
enough to give some leverage if they need to ease in the future. Over the last several years when rates got this high, they re-
versed and went back down. Somehow I don’t see that happening this time. The Fed has dried up excess money to the point 
where it could start to keep rates from a reversal.  
     All this is good, because wages are rising and housing pricing is well off the bottom. Inflation is still tame. There are al-
ways storm clouds, such as rising oil prices and demand for workers and the commensurate higher wages. Increased demand 
will eventually lead to inflation; it’s just the way it is. Finding that balance is the tough part and the Fed has a hugely important 
role in this.  
     Where that leaves the stock market short term is anyone’s guess. Longer term profits seem to be rising, and that’s great 
news because it underpins stock market levels going forward. The dividend yield on the S&P 500 is at 1.87%; it was 1.11% in 
August of 2000. Companies over the last 18 years have raised dividends and that’s a very good thing for stock investors. If you 
leave the higher priced tech companies out of the equation, I would argue that now is not a bad time to invest. Many blue chip-
pers are paying greater than 3% dividends and that’s still a whole lot better than a fully taxable CD. 
     By the end of the year, barring some unforeseen catastrophe, we have a good chance to see some appreciation over divi-
dends and that would be a good year. 
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2018 Market Results 
S&P 500                      -.06%  
NASDAQ Composite   +2.8% 
Dow Industrials            -1.3%  
Russell 2000                 +.5% 
Dow Global                  -1.1% 
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