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August 2019:  The Comeback Part II 
 

In our July letter to you titled “The Comeback” (a copy enclosed) we 
offered a backhanded celebration of recent performance highs and warned 
that, “runs like this don’t last.” 
 

We went on to suggest differing strategies dependent upon one’s financial 
circumstances and the time horizons over which you plan to make 
significant demands on the portfolio. 
 

We followed that advice with a way to resist nerve-racking market volatility: “Measure your portfolio 
performance over a period of at least five years, not over a short term run of a few months.”  
 
 

The enclosed table, “Five Year Rolling Returns 1973-2018” (1973-1977, 1974-1978 etc.) may help 
you appreciate the value of patience during periods of market volatility. 
 
Why did we choose to illustrate five-year returns?  
 
Investors, being human, often have little tolerance for even one to three years of disappointing results, 
let alone the patience to give the often counseled seven, ten or more years minimum needed to harvest at 
least acceptable returns.  
 
We don’t know if future broad market performance will echo the almost fifty years in the table. But 
those of us paying attention over that period can assure you there were plenty of market ups and downs 
to go along with frightening global scares throughout. 
 
What we believe is that the US and its markets will be the “last tree standing” before China’s 
economic machinations eclipse many other western-style economies. That looming giant will 
certainly have its share of stumbles and setbacks along the way, as well. 
 
We all know that US company earnings coupled with investor sentiment are key determinants of US 
stock prices. What we often forget is that the US markets are much more dependent on US consumers 
willing and able to purchase goods and services than on foreign demand for those goods and services. 
The sources of our productivity (manufacturing, construction, health care etc.) are as diverse—or more 
so— than any other modern economy on the planet. 
 
Distracting us from consumer demand as one foundation of stock price support is short term volatility. 
Some 70% of the daily trading volume in the US markets is by the institutional and trading community. 
They focus on much shorter time horizons than most of us and cause much of the price volatility. They 
include leveraged hedge funds who may prosper or close their shop on daily results, for one. Pension 
and investment company managers whose jobs depend upon quarterly results are another. And yes, a 
“trade war” can and does move markets and increase volatility.  None of us ever know ahead of 
time who will come out ahead in these battles. Hence the nervous jigs and jags of the markets.      
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If we know you well enough, and the timing and magnitude of demands on your portfolio, you are 
likely already positioned to maintain the course, despite short term gut-wrenching volatility. 
Most of you are not “peddle to the metal stock jockeys.”  Instead, you are relatively conservative 
investors, at least with your long-term serious money. You have both an offense (stock market exposure) 
and a defense (bond market exposure, cash) on the field (think NBA basketball not NFL football) ready 
to seize opportunities, deliver required income, and provide some measure of peace of mind for 
emergencies. 
 

 
But a check-up never hurts. Let’s review your near and mid-term expenses. Let’s dress 
rehearse for some of life’s “what ifs”. Let’s do a gut-check if the financial news or your 
account statements are giving you indigestion. 
 

 

Fred R. Fadel, CFP® 

Information herein has been obtained from sources believed to be reliable, but its accuracy and completeness, and the opinions based 
thereon, are not guaranteed. No responsibility is assumed for errors and omissions or for updating information after transmission.  It 
should not be viewed as a solicitation or offer of services.  Willink Asset Management, LLC is not responsible for content on sites accessed 
through links to this transmission and makes no representations or warranties as to the accuracy, timeliness, suitability, completeness, or 
relevance of information prepared by any unaffiliated third party, whether linked or incorporated herein.  Nothing in this newsletter should 
be deemed as individual investment advice.  Always consult with your advisor and read the prospectus of any investment product before 
making a planning or investment decision.  Performance data published herein are not predictive of future performance. 
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