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Continuing to trade on the name of 
one our Nation’s greatest founding 
Fathers, lets focus our attention 

briefly on Benjamin Franklin: the 
inventor of bifocals, the lightning rod, 
and street lamps, among an impressive 
array of other creations. Franklin was 
the most famous person of his era 
for his advancements for mankind 
– or, sometimes, his regressions of 
mankind.  For example, if, like me, you 
do not like to get up an hour earlier 
as a result of Daylight Saving Time, 
blame it on Ben Franklin, as that was 
his contribution as well.  In addition, it 
must be noted that Franklin’s initiatives 
were not always successful.  In fact, 
the experiment Franklin worked on 
throughout his life - the one he believed 
would be his greatest contribution 
to mankind - was a complete and 
unequivocal failure.  “Wave-stilling,” as 
he called it, was exactly what it sounds 
like. On his many voyages between 
Europe and North America Franklin 
would diligently work on an experiment 
to calm the wild seas in order to reduce 
the peril and volatility of maritime 
travel.  Of course, this exercise was 
a futile one and, if Benjamin Franklin 
could not calm those rough waters, 
then no one can. 

Financial markets, like the oceans 
Franklin sought to calm, are 
uncontrollable and beautiful, but also 
extremely dangerous for those who 
are ill-prepared.  There is no “wave-
stilling” here, as the market waves 
have continued to go up and down 
over the past year.  Through the first 
nine months of 2019, the S&P 500 has 
experienced its best three-quarter start 
to any year since 1997.  That is great.  
However, keep in mind that it comes on 
the heels of the worst year for stocks 
since the Global Financial Crisis of 
2008, and the worst December for the 
S&P 500 since 1931.  Bonds have also 
ridden this wave higher as interest 
rates have dropped dramatically 

through the course of 2019.  This has 
generated strong total returns for the 
conservative component of a well-
diversified portfolio after completely 
flat returns in 2018.  

There are many things to celebrate in 
this economy, and very few of them 
have to do with the performance 
of stocks and bonds.  The average 
American household is in a better 
position now than they have ever been 
in our great nation’s history.  This 
is not some distortion of data and 
time periods, as is too often the case 
with stories brought to us by today’s 
financial talking-heads.  For example, 
saying a glass of wine in Ben Franklin’s 
time only cost a penny would be a 
gross distortion of the facts, as a 
penny went hundreds of times farther 
in his day than it does now.  (we did 
not arbitrarily use the price of a drink 
for the purpose of example.  One of 
the many books Franklin authored 
was entitled The Drinker’s Dictionary. 
Seriously, was there anything this man 
could not do besides calm the seas?)  
Back on track and specific to what 
we mean about this being the best of 
times for American households, both 
overall household wealth and annual 
income recently passed previous 
peaks.  You must go back to a previous 
century (it is just 20 years ago in 
1999, but technically it is a different 
century) to find the last all-time highs 
for American’s standard of living.  The 
longest bull market in history and a 
recovery in home prices have both 
helped navigate us in to these calmer 
seas of prosperity.

Ok, it is great to know we have had a 
nice run, but this period of economic 
growth seems a little long in the tooth.  
In that regard, I would note the phrase 
“long in the tooth” was originally used 
to describe an old horse because 
as they age, their gums recede, thus 
making their teeth look longer.  We 
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“He that can have patience can have what he will.”
-Benjamin Franklin
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are however, using it here to describe an old bull.  
Luckily, old bulls – or specifically bull markets 
- never die of old age, but rather from irrational 
exuberance making individuals and corporations 
think the good times will never end.  This typically 
leads to foolish spending like those drunken 
sailors  for whom Franklin created a dictionary.  In 
what is an unprecedented historical anomaly as 
this economic expansion moves in to its second 
decade, households are in fact becoming more 
cautious with 
their assets 
instead of 
becoming more 
free-spending.  
As mentioned 
earlier, the 
average 
American 
household is 
in better shape 
than it ever has 
been in terms of 
total net worth 
and income.  
Good times 
like this have 
previously led 
to households 
spending 
a higher 
percentage of 
their income 
which often 
manifest itself in higher credit card debt and other 
harbingers of future problems.  The exact opposite 
is happening now as savings rates have increased 
by over 17% during the previous year.  Will this 
temperance in spending, coupled with continued 
strength in the jobs market and other economic 
indicators keep the markets from going down?  
Absolutely not, but the strength and consistency of 
these key data points currently signal no imminent 
collapse ahead.  

So, what about all the uncertainty and scary 
headlines out there?  History is riddled with 
moments where things were uncertain, but the 
economy grew and markets moved higher. This 
is why investors should be measured when they 
think about the uncertainties of today.  Trading a 
portfolio on news is always treacherous, especially 
in the modern world of sounds bites and 24-hour 
connectivity.  We have already made clear our 
thoughts on the continuing trade conflict with 
China in a previous commentary, so we will focus 
on the other headline grabbing crisis du jour – 
the potential impeachment of a sitting president.  
Impeachment makes for riveting television, but 
the impact on markets is far less clear.  From the 
beginning of Richard Nixon’s impeachment inquiry 
in February 1974 through his resignation in August 
of that same year, the S&P 500 dropped about 13%.  
For illustrative purposes let’s say you timed things 

perfectly and exited the markets just before Nixon’s 
impeachment made headlines.  Yes, you would 
have avoided that 13% market correction, but you 
would have also missed out on the subsequent 
2,976% gain since.  The age-old problem with trying 
to time markets remains - you not only have to get 
one market call correct as to when to get out, but 
you also must make another good market call as 
to when to get back in.  As graphed, the best days 
for the markets often happen right on the heels 

of the worst; 
just missing the 
best 10 days for 
markets over 
the last 20 years 
would reduce 
your returns 
by over 65% 
annually.  Missing 
the best 20 days 
would in fact 
generate negative 
annualized returns 
and, unfortunately, 
investors who 
trade on the 
headlines 
continue to make 
the exact wrong 
decisions at the 
exact wrong time.

Benjamin Franklin 
spent a lifetime 

trying to calm the seas and failed, and just like the 
seven seas, markets go up and markets go down.  
Over the long-term, stocks go up in value, while 
bonds and other non-correlated assets provide 
downside protection with more limited upside.  At 
any given moment, that statement can be thrown 
out of whack due to short-term storms that are too 
noisy and unpredictable to pinpoint.  Avoiding any 
singular risk through diversification and building 
an all-weather portfolio appropriate, regardless of 
current market climactic conditions, will continue 
to be the hallmark of our portfolio construction.  
A proper allocation strategy that is based upon 
your particular objectives and time horizons 
while avoiding emotional reactions based upon 
fear or greed will continue to be the appropriate 
investment approach, just as it was 300 years ago 
when Franklin penned: “Being ignorant is not so 
much a shame, as being unwilling to learn.”  

As always, thank you for your continued trust, 
confidence, and support in our investment process, 
long-term strategy and constant vigilance. 


