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“ARE YOU A BIT CONFUSED BY THE MOVEMENTS OF THE STOCK MARKET?”       

 

As 2010 begins to unfold, our Chief Investment Consultant, Dominic Cimino, is considering the possibility 

of increasing slightly the percentage of equity (stock) exposure in the portfolios he oversees for clients on a 

fee-based platform. “If” he does this, it would be to try and have clients benefit from potential further 

upward movement in the stock market. In explaining his basis for the possible change, he referred to the 

change as a “disconnect trade”. What he meant was that while the fundamentals of the economy remained 

very weak, the market was continuing to rally. After the SP500 Index hit its 2009 low point of around 660, 

it then proceeded to move upward rather steadily. A rebound during a secular bear market is not an 

unusual occurrence from a historical perspective, but the magnitude of the upswing has had many 

economists puzzled. This is primarily due to the fact that so many economic indicators such as 

unemployment, corporate growth, credit access, and personal spending have not been good, and do not 

appear to be getting better very quickly.  This is behind the concept of a “disconnect” between the 

fundamentals of the economy and the stock market.  

 

Unemployment is still at 10%; and that number does not include the underemployed (i.e. people working 

less hours or days), the unpaid furloughs, or those people who have simply stopped looking for a job. In 

meeting after meeting we have with clients and business owners, no one seems too optimistic about a quick 

recovery, and most people are quick to point out evidence of people they know who are struggling. There 

are already stories about the possibility of a significant increase in home foreclosures and personal 

bankruptcy in 2010. There are other stories that raise questions about behind the scenes activities that 

might be going on within the government and Wall Street to try and prop up the economics of the stock 

market. As you already know, trillions of dollars have been dumped into the U.S. economy to try and 

stimulate it. However, as people have seen both their home values and investment portfolio values shrink 

significantly, many have rebuffed the idea of going back to “spending as before”. For the first time in a 

very long time, Americans are saving more of their income, and spending less on non-essential items. That 

is a good thing.  

 

As we are sure you can tell from the economic and market commentaries we have been sending you the 

past 6 months, we believe that it will take quite some time to have a “true healing” of a global economy that 

in many aspects had gotten out of hand from both a risk and efficiency perspective. The near meltdown of 

the U.S. and world financial system has made this recession much different from any of its predecessors. As 

Dominic has made reference to in some of his commentaries, Japan tried to stimulate its fallen economy 

and stock market during the 1990’s by depositing trillions of dollars into it, and then creating construction 

jobs for millions of people. Despite their efforts, the “demand side” has never gotten back to where it was 

before the decline, and, as a result, their stock market is still 70% off of the high it saw 20 years ago. The 

collapse of the Japanese stock market came on the heels of both a stock market bubble and a housing 

bubble, which is eerily similar to what we have experienced in the U.S. The parallels are not 100% the 

same since we are a much larger, and more diverse, economy. But the implications of their lack of success 

in their attempt to “throw money into the system” should not be ignored in our planning, or yours.    

 

Many academic based economists share some of the concerns we have, and fear that we might be poised for 

another pricking of a bubble (i.e. this recent upsurge in the market).  

Since investors have already seen two huge mountain peaks in the SP500 this past decade (in 2000 and 

2007), only to have those peaks immediately followed by 50% + declines over a very short span of time; it 



 
 

 

could prove to be psychologically devastating for people to encounter a third such decline if this current 

upswing is not sustainable.  

 

Thus, as we said at the outset of this article, “are you a bit confused by the movements of the stock 

market?” Well, there is reason to be confused. At least the rapid upswings of the SP500 Index in the late 

1990’s and 2003-2007 were fueled by free spending within the tech, housing, and construction sectors of the 

economy. But ask yourself this question: “What type of commercial or personal spending is fueling this 

upswing?” There does not appear to be anything (other than the reckless printing of money by the 

government) that is providing any true support to the upward movements of the stock market.  

 

Ken and Dave have seen client’s assets grow incredibly during the 25 years between 1975 and 1999 (only 3 

negative years in the SP500); only to then experience the unpredictability of this past decade. None of you 

can likely afford to have another devastating hit to your asset base. We are sure none of you want to blindly 

pursue an investment course that could lead to another debilitating collapse “just because” the market 

“appears” to be recovering.  Therefore, it is highly critical that you sit down and make educated and well 

thought-out decisions as to how to manage your invested assets going forward.  

 

Some of you reading this are already investment clients of ours. Some of you are only clients of ours on the 

insurance side. Some of you are not clients at all, and receive this because we value who you are as 

associates, mentors, and centers of influence.  Regardless of which category you fall into, we firmly believe 

we can be of great help to you in trying to minimize and mitigate the confusion. We know we can help you 

put in place a course of action that will be sound, strategic, and tactical in nature.   

 

We would like each and every one of you to call us, and take time to meet with us to discuss all of the above, 

and to see if our collective input and guidance can be of assistance to you.  

Please call and set an appointment to meet with us to discuss your money, and your future.  

 

We are looking forward to a very sound 2010 and beyond. Have a great day!  

 

 

 

Ken, Dave, Dominic and Julie 

 

 

 

"Indices mentioned are not managed and cannot be invested into directly.  Past performance is not a 

guarantee of future results." 

 



 
 

 

 

 


