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Investing in a Volatile Market 

 

After hovering around historic highs for months, stocks fell last quarter on concerns 

about economic issues in China and other emerging markets. The past few months 

were marked by continued volatility as investors grappled with uncertainty. Though 

pullbacks are never pleasant, many analysts had been predicting a correction and 

expect continued volatility for some time.  

 

What contributed to market performance last quarter? 

 

Fears about slowing global growth dogged markets for much of the quarter. China, the 

world’s second-largest economy, took center stage in mid-August when its central bank 

unexpectedly devalued its currency. Later in the month, markets worldwide plummeted 

when reports showed that China’s economy may be heading toward a recession.1 Since 

then, data releases have underscored that China’s economy is in trouble. Will China slip 

into a recession? No one knows for sure, but it’s looking increasingly likely. 

 

The Federal Reserve has also added to investor uncertainty as it debates raising 

interest rates from their near-zero lows. Though the Fed has pledged to raise rates 

soon, concerns about China and the recent market turmoil caused the central bank to 

hold its current rate level.2 

 

The September jobs report showed a big miss in job creation, possibly indicating that 

the labor market is slowing. The economy added just 142,000 jobs in September, and 

new hires were revised downward to 136,000 in August. Though the unemployment rate 

remained stable at 5.1%, the labor force participation rate dropped to 62.4%, the lowest 

rate since October 1977.3  

 

While a couple of months of weak hiring isn’t terrible, the numbers are below the 

200,000 trend that we’ve seen in recent months, and well short of the 203,000 jobs 

economists had been expecting. It’s fair to say that months of weak commodities prices, 

volatile oil, and weak global demand may be taking a toll on U.S. companies. Though 

Fed Chair Janet Yellen expressed support for raising rates this year, the weak jobs 

report could cause the Fed to hold off on a rate raise until 2016.4 

 

What can we expect in the weeks ahead? 

 

Growth will be on everyone’s minds in the coming months as analysts look for evidence 

that global economic worries have reached American shores. Some analysts worry that 

emerging market woes risk leading the world economy into a slump. A September 
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survey of economists showed that though many are concerned about the effects of 

China’s slowdown on U.S. growth, most expect the effect to be relatively mild. However, 

a significant minority expect China’s issues to have no real effect on the economy, 

despite market turmoil. 5 The U.S. economy may be mostly shielded from the effects of 

slow global growth because domestic demand drives so much of our economic growth.  

 

 
Source: online.wsj.com. The Wall Street Journal surveys a group of over 60 economists throughout the year. Broad 

surveys on more than 10 major economic indicators are conducted monthly. September 2015 Edition. 

 

 

Bottom line: We can expect more volatility in the coming months as investors 

digest data and wait for more certainty.  Be careful when you are watching your 

investments every day not to lose a sense of historical perspective – 2011 seems like 

ancient history, let alone 2008. This is especially true in longstanding bull markets, in 

which investors are sometimes lulled into assuming that the big indexes will move in 

only one direction.  

 

We just saw a bull market go nearly four years without a correction. The most recent 

correction disrupted what was shaping up as the most placid year in the history of the 

Dow Jones Industrial Average. The talking of Wall Street is never-ending, and can be a 

shortsightedness that may lead you to focus on the micro rather than the macro.   

It is imperative to remember that you are a long-term investor with your TSP, not a 

market timer.  Although you may be retiring in the near future, unless you are going to 

spend all of the money in your TSP within a few years of retirement, you can afford 

some volatility to provide the potential for better returns over the long-term.  The chart 

below compares the U.S. stock market (S&P500) to a 6 month CD over the last 20 

years.  As you approach retirement, it is typically a good idea to keep some money out 

of the stock market (G or F Fund) to reduce risk and provide income in in the short-term.  
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Conversely, it is just as important to keep some money in the stock markets (C, S, and I 

Funds) over the long-term to outpace inflation and reduce interest rate risk. 

 

While pullbacks and turmoil are often stressful, be on the lookout for opportunities and 

ways to increase your contributions during difficult times.  The concept of dollar 

cost averaging in volatile markets can add to your returns as you purchase shares while 

prices are down.  If you have questions about your portfolio or how you are positioned 

for today’s markets, please visit our website to contact us.  www.LivingstonFederal.com 

we are always happy to answer questions and offer a professional perspective.  

 

 

 

 

 

                                                           

1 http://www.bbc.com/news/business-34053879 

2 http://www.reuters.com/article/2015/09/18/us-usa-fed-idUSKCN0RH0GH20150918 

3 http://www.cnbc.com/2015/10/02/jobs-report-signals-fed-on-hold-until-2016.html 

4 http://www.wsj.com/articles/janet-yellen-says-fed-interest-rate-increase-still-likely-this-year-1443128438 

5 http://projects.wsj.com/econforecast/#qa=1441912501112 
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      The “S&P 500” is an unmanaged index of 500 widely tracked stocks used as a general measure of market performance and 
can not be directly invested in by  the public. 

**  Source:  S&P 500 Index Annual Rates of Return from 1993 to 2014 as per Standard and Poors, 
Inc.. 

* Source: http://www.federalreserve.gov The rate on a 6 month certificate of deposit, CDs, is simple average of deal rates on 
negotiable certificates of  deposit nationally traded in the secondary market. 
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Registered Representatives of INVEST Financial Corporation member FINRA/SIPC. INVEST and its affiliated insurance agencies 

offer securities, advisory services, and certain insurance products and are not affiliated with Livingston Federal or any government 

agency.  INVEST does not provide legal or tax advice. # 

 


