
Dave’s Weekly Commentary

Good morning. Today Michael and I head to Dallas Forth Worth to begin our initial Ensemble Team 
Council meeting.  I am excited about the meeting, and very thankful we were selected. The breakout 
session Michael and I were selected to participate in with three other council members is “Holistic 
Wealth Management.”  I strongly feel our firm’s approach to how we view everyone who works with us is 
ever-changing and we must be able to adapt and respond to those changes. A holistic approach means 
looking at the parts but understanding the parts are interconnected and then looking and having a 
better understanding of the bigger picture. More to come once we get back on Wednesday evening. 

Many of you have met or talked with Cole (our Wright State Financial Services co-op intern). The 
comments that have been shared with us have been very positive. We have mentioned this in our meetings with many of you 
that Cole graduates in April and we extended him an offer to become a full-time member of the SMC team. He has graciously 
accepted that offer.  Michael and I are also excited and very happy with Cole’s acceptance, work ethic, and kindness, and feel he 
will be a great team member. 

So, let’s talk a little about the recent market gains.  In the sports world, a record above .500 is considered a “winning record.” 
A lifetime 0batting average above .300 is a ticket to Hall of Fame enshrinement. Tiger Woods won roughly 22% of his starts 
and is regarded in many circles as the greatest golfer of all time. It is hard enough to become a professional athlete, let alone 
win consistently at the highest level of your sport. Tom Brady appeared in 10 Super Bowls. He won seven of them for a .700 
winning percentage. That is an extraordinary winning percentage on the game’s biggest stage -- even a New York Giants fan 
would have to admit that, and the Giants delivered two of Brady’s three Super Bowl losses. Do you know what the winning 
percentage of the S&P 500 has been over the last 70 years? It is 70%. Between 1953 and 2023, there were 21 years when the 
S&P 500 registered an annual decline in price or finished the year flat. It’s not a perfect track record by any means, but with 
the S&P 500 hitting an all-time high this past week. Over those 70 years, there were only three instances (1969-1970, 1973-
1974, and 2000-2002) when it suffered consecutive losing years (and just barely in 1970 when it lost 0.07% after declining 
11.36% in 1969). The 2000-2002 period, admittedly, was a doozy as the dot-com bubble popped. It took several years to 
reclaim all those losses, only to see them fall by the wayside again in the Great Financial Crisis when the S&P 500 declined 
38.5% in 2008. Again, it took several years to recover what was lost in that 2008 crash, but the S&P 500 did, just like it did after 
the COVID-19 decline of 2020.

I have shared a similar perspective and acknowledge investors should not try to time the market, but that timing is a critical 
element when it comes to the stock market. One thing that history has shown, however, is that the S&P 500 always has 
recovered (no guarantees, but that is how it has worked) It just takes longer in some periods than others, but it always 
recovers thanks to the earnings power of publicly listed companies. This is an important reminder today as some market 
participants are becoming concerned about the rapid rise in AI stocks, and the market-cap-weighted S&P 500 premium 
valuation. Gains in 16 of the last 18 weeks, and an approximately 25% gain over that span, would stand to reason that the S&P 
500 could be due for a pullback.

For every individual whom we have a financial planning relationship with, and even those of you who don’t, we try and 
keep enough near-term cash needs so there is no need to raise cash by having part of their stock portfolio. Additionally, we 
rebalance portfolios on an ongoing basis, as well as keep the risk within the range of both your ability to bear risk and well 
what risk you need to take for long-term successful outcomes. So, again, timing of need matters at specific times just as much 
time matters for long-term investment success

Market conditions, of course, also helped. The S&P 500 gained 24.2% in 2023, but staying the course with regular 
contributions over the years and a dollar-cost averaging approach left the newly minted 401(k) millionaires in a favorable 
position to capitalize on that move. We will not see gains like that every year -- or even in most years. 
Investing in the stock market is not a zero-risk proposition.  In that light, an investor will need to weigh the timing for when 
they might need their stock investments to be a source of funds against the time, they have to keep investing in a time 
machine that is great in generating wealth.

Last Week Markets... The stock market traded with cautious-looking price action in the first half of the week, but buying 
activity picked up in the second half. This buying left the Nasdaq Composite at a fresh all-time high by the end of the week. 
It was the last major index to reach a new record high in the uptrend that brought the S&P 500 and Dow Jones Industrial 
Average to new all-time closing highs earlier this year.

The Personal Income and Spending Report for January did not contain any surprises and the PCE Price Indexes were in line 
with expectations, showing year-over-year disinflation for the PCE Price Index to 2.4% (from 2.6%) and the core-PCE Price 
Index to 2.8% (from 2.9%).  Small-cap stocks also outperformed the broader market, leading the Russell 2000 to gain 3.0%. 
The only S&P 500 sector to lose ground was health care (-1.1%) while the utilities (-0.6%), consumer staples (-0.5%), 
communication services (-0.3%), and financials (-0.1%) sectors saw relatively slim declines. Source: Briefing.com

That wraps it up for this week. Have a good week. Dave 
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Market Watch
Week Ending Mar 1, 2024

(Source: Briefing.com)

• DJIA:                 39,087.38        -44.15 
2024 1st QTR 3.70%  
• NASDAQ:        16,274.94        278.12 
2024 1st QTR 8.40% 
• S&P 500:            5,137.08          48.28 
2024 1st QTR 7.70% 
• Russell 2000:    2,076.39         59.70 
2024 1st QTR  2.40% 
• 10 Year Treasury:                     4.18%

“Just like moons and like suns, 
With the certainty of tides, 

Just like hopes springing high, 
Still I’ll rise.

~ Maya Angelou
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Make sure your brain has a diverse portfolio too
Two decades ago, Steve Jobs, founder of Apple, championed the concept of skills diversification. In a Stanford 
graduation speech, he revealed that after dropping out of college in his youth, he stumbled into a class on Japanese 
calligraphy.

Initially “none of this had even a hope of any practical application” — and was completely unrelated to the field of 
computer science, where Jobs subsequently worked. But when he created Apple, Jobs blended his art skills with 
computing to change the design of our digital world.

“You can’t connect the dots [of skills] looking forward; you can only connect them looking backward,” he noted, 
urging students to create disconnected “dots” and then “trust [these] will somehow connect in your future.”

This is wise micro-level career advice — I trained in cultural anthropology but ended up writing about finance 
and economics. But it has macroeconomic implications, too, particularly as we confront the paradox of 21st century 
human capital.

In some respects, we live in a golden age for employment: the Organisation for Economic Cooperation and 
Development revealed this week that the 2023 OECD jobless rate was the lowest since its records started in 2001.

However, what is even more striking is that this low unemployment rate is combined with profound consumer 
anxiety about the future, particularly in the US. This may reflect partisan politics, the media echo chamber or both. 
Another culprit, however, is technological change.

A recent study by the World Economic Forum suggests that the advent of artificial intelligence will cause “a structural 
labour market churn of 23 per cent of jobs in the next five years” — eliminating hundreds of millions of jobs.

The WEF stresses that AI will also create millions of new roles. But “churn” sounds scary for voters — and policymakers. 
Hence why Jobs’s speech matters more than ever. In the 20th century, the assumption in most education and 
professional spheres was that specialisation was good. Students at UK universities typically studied one subject (unlike 
in earlier centuries.) Even in the more flexible American liberal arts system, most first degree students chose a single 
major after their second year.

But it is now fashionable among management gurus to extol the benefit of multiple skills, creating “cognitive 
flexibility”, to cite Rand Spiro, a professor of educational psychology. And in 2016, around 20 per cent of American 
students were doing double majors, according to analysis by Alison Del Rossi and Joni Hersch — a figure that is 
reportedly rising.

Tracking the outcomes for that growing part of the cohort is thought-provoking. Back in 2008, one team of 
economists compared the earnings trajectories of students with single and double majors. They found little difference 
between science students with single majors and closely related double majors. By contrast, “graduates who combine 
an arts, humanities or social science major with a major in business, engineering, science or math have returns 7 to 50 
per cent higher” than those with single majors. A separate 2021 study by Columbia Economic Review also noted that 
“pursuing a second major in almost every case predicts greater earnings than pursuing one of the two majors alone.”

Last month, the National Bureau of Economic Research published the most comprehensive — and striking — study 
yet, concluding that “double majors experience substantial protection against earnings shocks”, with an average 56 
per cent advantage. The benefit is far more dramatic with unrelated subjects.

A cynic might suggest that students choosing double majors are simply more talented, entrepreneurial — or 
privileged — in the first place. But the economists tested that explanation and rejected it.

Instead, they cite a concept more normally applied to financial, not human, capital — portfolio diversification. 
Students with two majors can jump more easily between professional spheres if the jobs in one field disappear, they 
argue — ie, “human capital diversification is associated with protection from labour market shocks.” Moreover, “double 
majors are more likely to work in jobs that require a diverse set of skills and knowledge and are less likely to work in 
occupations that are closely related to their majors,” they note. Cognitive flexibility matters.

Of course, these studies only cover a tiny elite. But they have three broad implications. First, policymakers and 
educationalists need to promote far more varied studies, not just at university but at school and in later life. The 
current obsession with science, technology, engineering and maths is not enough.

Second, if anyone wants to defend the value of liberal arts and humanities they will probably win more political 
support by talking about double — not single — majors. This matters given that the humanities are under attack.

Third, Jobs’s advice should give some comfort to anxious workers amid the AI churn. After all, the ability to connect 
seemingly unconnected “dots” is a key attribute of being human — thus far it (still) separates us from bots. To put it 
another way, no robot has ever dropped out of college to take a calligraphy class before doing computer science. 
Think of that when you next spot an Apple product.
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