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Clear Harbor Flash: The Uncertainty Paradox 
 
“Doubt is not a pleasant condition, but certainty is an  
absurd one.” 
—Voltaire 
 
“The market hates uncertainty” has been a common enough saying in recent years, but how 
logical is it? There are many different aspects to uncertainty, some that can be measured and 
some that cannot. Uncertainty is an unchangeable condition of existence. As individuals, we can 
feel more or less uncertain, but that is a distinctly human phenomenon. Rather than ebbing and 
flowing with investor sentiment, uncertainty is an inherent and ever-present part of investing in 
markets. Any investment that has an expected return above the prevailing “risk-free rate” 
(think T-Bills for US investors) involves trading off certainty for a potentially increased return. 
 
Consider this concept through the lens of stock vs. bond investments. Stocks have higher 
expected returns than bonds largely because there is more uncertainty about the future state 
of the world for equity investors than bond investors. Bonds, for the most part, have fixed 
coupon payments and a maturity date at which principal is expected to be repaid. Stocks have 
neither. Bonds also sit higher in a company’s capital structure. In the event a firm goes bust, 
bondholders get paid before stockholders. So, do investors avoid stocks in favor of bonds as a 
result of this increased uncertainty? Quite the contrary, many investors end up allocating 
capital to stocks due to their higher expected return. In the end, many investors are often 
willing to make the tradeoff of bearing some increased uncertainty for potentially higher 
returns.  
 
MANAGING EMOTIONS 
 
While the statement “the market hates uncertainty” may not be totally logical, it doesn’t mean 
it lacks educational value. Thinking about what the statement is expressing allows us to gain 
insight into the mindset of individuals. The statement attempts to personify the market by 
ascribing the very real nervousness and fear felt by some investors when volatility increases. It 
is recognition of the fact that when markets go up and down, many investors struggle to 
separate their emotions from their investments. It ultimately tells us that for many an investor, 



regardless of whether markets are reaching new highs or declining, changes in market prices 
can be a source of anxiety. During these periods, it may not feel like a good time to invest. Only 
with the benefit of hindsight do we feel as if we know whether any time period was a good one 
to be invested. Unfortunately, while the past may be prologue, the future will forever remain 
uncertain. 
 
STAYING IN YOUR SEAT 
 
Part of being able to stay unemotional during periods when it feels like uncertainty has 
increased is having an appropriate asset allocation that is in line with an investor’s willingness 
and ability to bear risk. It also helps to remember that, during what feels like good times and 
bad, one wouldn’t expect to earn a higher return without taking on some form of risk. While a 
decline in markets may not feel good, having a portfolio you are comfortable with, 
understanding that uncertainty is part of investing, and sticking to a plan that is agreed upon in 
advance and reviewed on a regular basis can help keep investors from reacting emotionally.  
This approach will most likely lead to more optimal long term financial outcomes—and less 
indigestion. 
 
Through a partnership forged by listening and grasping your unique financial picture, the team 
at Clear Harbor team is well equipped to provide thoughtful perspectives and personalized 
advice to achieve your financial goals  and craft a financial roadmap that works when Mr. 
Market is either euphoric or fearful.   
 
IMPORTANT DISCLOSURES 
 
Clear Harbor Asset Management, LLC (“Clear Harbor”) is an SEC registered investment adviser with its principal place of business in the State of 
New York. Clear Harbor and its representatives are in compliance with the current notice filing requirements imposed upon registered 
investment advisers by those states in which Clear Harbor maintains clients. Clear Harbor may only transact business in those states in which it 
is notice filed, or qualifies for an exemption or exclusion from notice filing requirements.  
 
The material contained herein is intended commentary pertaining to markets and concepts pertaining to wealth management. The 
commentary may contain general information and views that are not directly relevant to your particular account. Opinions expressed herein 
may differ from those of other employees and affiliates of Clear Harbor Asset Management LLC. The information contained herein should not 
be construed as personalized investment, tax, or legal advice.  
 
To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the 
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based on his 
or her individual circumstances. 
 
Past performance is no guarantee of future results. Information presented herein is subject to change without notice and should not be 
considered as a solicitation to buy or sell any security. Any comparison to an index, including the S&P 500 and Russell 2000, is for comparative 
purposes only. An investment cannot be made directly into an index, which are unmanaged and do not reflect the deduction of advisory fees. 
This brochure is limited to the dissemination of general information pertaining to its investment advisory services. The current account 
composition is intended for informational purposes and allocations are subject to change. 
 
For information pertaining to the registration status of Clear Harbor, please contact Clear Harbor or refer to the Investment Adviser Public 
Disclosure web site (www.adviserinfo.sec.gov). For additional information about Clear Harbor, including fees and services, send for our 
disclosure statement as set forth on Form ADV from Clear Harbor using the contact information herein. Please read the disclosure statement 
carefully before you invest or send money. 
 
These materials are provided for general information and educational purposes based upon publicly available information from sources 
believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change at 
any time and without notice. 


