
The S&P 500 ended the 3rd quarter in barely positive territory.  That was strictly a blue-chip phenomena as all of the oth-

er major equity indices were negative.  The quarter was an ongoing tug-of-war between an improving economy and pro-

gress in the fight against COVID-19 amidst concerns over inflation and lower levels of Federal Reserve accommodation.  

The worried narrative won out, with the S&P 500 declining for the worst monthly performance since the pandemic-

driven sell-off in March 2020.  Of course, a bad September really isn’t news.  Historically, it has been one of the worst 

months for equity markets and this year was no exception.  After reaching a record high, the selling picked up on Sep-

tember 17th, as a long struggling and highly indebted Chinese property developer named Evergrande warned that it 

would likely default on its upcoming debt payments.  The market swiftly dropped 2%, even though any domestic conta-

gion from Evergrande was unlikely.  From there, September closed with a whimper, down a total of 5.1%, disappointing 

those hoping the seven-month stretch of positive performance for the S&P 500 would make it to eight.  There were no 

shortage of risks conspiring to bring the market down a notch; including ongoing debt ceiling negotiations, fiscal and 

monetary policy uncertainty, global supply chain bottlenecks, slowing economic and earnings growth projections and 

ongoing inflation fears.  Under the surface, about 90% of the S&P 500 and NASDAQ constituents have had at least a 

10% correction from their highs.  For the Russell 2000, it’s a loftier 98% with nearly every small cap stock in that index 

at least a 10% lower than the previous 2021 highs.  In fixed income markets, Treasury interest rates rose and spreads on 

lower quality bonds widened, but not hugely.   

Despite the angst and drama about a “post-pandemic economic 

and inflation landscape” this feels very much like garden variety 

equity market volatility.  There are more questions about fiscal 

and monetary policy than there are answers.  Risk has undoubt-

edly risen for investors.  It would not surprise me to see contin-

ued bouts of volatility and corrective phases.  However, ignoring 

the current narrative and looking solely at the facts, things look 

pretty good.  The unemployment rate has fallen below 5%. The 

value of homes, the largest asset for most families, has continued 

rising.  The S&P 500 is more than 30 percent higher than it was 

before the pandemic.  And the federal government, across both 

the Trump and Biden administrations, has pumped trillions of 

dollars into the economy, much of it through checks sent directly 

to people.  As a result, personal incomes, and not just for the 

“rich” have surged.  That’s a huge positive.  Absent an “unknown 

unknown” problem, the future looks reasonably rosy to me. 
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3rd Quarter Summary 

Total Return % 

  3 month  12 month 

S&P 500  +0.6  +30.0 

Nasdaq Composite  ‐0.2  +30.3 

Russell 2000  ‐4.4  +47.7 

MSCI EAFE  ‐0.4  +25.7 

Barclays High Yield  +0.9  +11.3 

Treasury Bond Rates  9/30/21  9/30/20 

2 year  0.28%  0.13% 

10 year  1.52%  0.69% 

Barclays U.S. Aggregate  +0.0  ‐0.9 

MSCI Emerging Markets  ‐8.1  +18.2 

Source: US Treasury, LPL Financial Research)  Indices cannot be invested into directly. 

Past results are no guarantee of future performance 
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Capitalism	vs	Socialism	

Good	vs	Not	Very	Good	

Over the years, the size and power of our government has undeniably grown.  When the CDC, a health agency, can 

unilaterally impose a moratorium on evictions (in violation of property-owners rights), the U.S. has moved a long 

way from its historic roots.  If, after passing $5 trillion in emergency pandemic spending, the government can be talk-

ing about $4.5 trillion more, we have entered new territory.  The recent history of the world has been a battle between 

two competing ideologies about how resources should be allocated:  Capitalism and Socialism.  Capitalism distributes 

resources to the most productive use through markets and competition.  The same competitive environment and pur-

suit of self-interest acts as a constraint on abuses.  In the 18th century, Adam Smith wrote about the invisible hand as 

a metaphor for the unseen forces that move the free market economy.  Through individual self-interest and freedom 

of production and consumption, the best interests of society, as a whole, are fulfilled.    In order to accumulate re-

sources in a capitalist system, you must provide goods or services that someone else wants to buy.  If your cost of 

production is greater than what the market is willing to pay, you lose.  Or, if a competitor can provide the equivalent 

or better for a lower price, you lose again.  As a result, while it may be true that some people in a capitalist system 

become extremely wealthy, they do it by creating goods or services that people want and in a way that competitors 

have a difficult time copying.  Under Socialism, on the other hand, politicians and bureaucrats make the economic 

decisions for everyone.  They tax individuals who have been able to create income and wealth and then transfer those 

resources to their favored causes or group, often while shutting down competition.  The winners then become, not the 

most productive, but the ones with the most political influence.  Socialism is the road to stagnation because it stifles 

innovation and incentives.  Just to be clear, Capitalism does not mean zero government and it does not mean anarchy.  

There are things that government can do that benefit all citizens without redistributing wealth or income.  Public safe-

ty, electrical grids, courts, sanitation, and national defense, for example.  The government ensuring safety and proper-

ty rights generates huge benefits.  (No one has built a big manufacturing plant in Afghanistan.)  Socialism presumes 

that government can allocate resources better than the private sector.  What actually happens is that government cre-

ates monopolies in order to defend power.  In the end, because the government doesn’t create wealth, it only redistrib-

utes it, the bigger it gets relative to the private sector, the harder it is to create more wealth in an economy.  During 

the 20-years ending in the year 2000, non-defense, non-interest government spending averaged 13% of GDP, while 

U.S. real GDP grew an average of almost 3.5% per year.  In the past twenty years (2000-2020) non-defense, non-

interest government spending averaged 16% of the economy, while U.S. real GDP grew just 1.8% per year.  My con-

clusion?  The bigger the government gets, the slower the economy grows.  So far, the U.S. private sector has still 

been able to grow, increase profits, and continue to lift wealth and incomes, although at a slower pace.  I believe 

that’s because of the power of entrepreneurs and the new technologies they create.  Eventually, this may not be the 

case.  The spending, regulatory mandates and tax hikes that are being proposed right now could put a severe crimp on 

our future growth potential. Smothering capitalism has a cost.   
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Things	That	Probably	Only	Brad	Cares	About	I	Actually	Read	it	Somewhere	

Sam Harris 

“There are at least a billion people on earth at this moment 

who would consider their prayers answered if they could 

trade places with you.” 
 

Brian Wesbury on Chinese growth 

The best prescription for unprecedented productivity gains 

is simple. 

1. Do nothing for thousands of years. 

2. Then borrow everyone else's technology. 
 

Bloomberg 9/19/21 

According to a poll by the Public Religion Research Insti-

tute, 15% of Americans agree that “the government, media 

and financial worlds in the U.S. are controlled by a group 

of Satan-worshipping pedophiles who run a global child 

sex trafficking operation.” 
 

Tyler Cowen 

Woke and wokeism are a way to keep people engaged. To 

be clear, I think there are better alternatives to woke on the 

relevant margins. But simply asking the question is to real-

ize the costs of woke are not as high as they might seem. 

The relevant comparison is not “woke vs. what I believe to 

be best,” but rather, “woke vs. a lot of the other crazy stuff 

people are going to believe if they weren’t woke.” 
 

Maureen Dowd on A.O.C. at the Met Gala 

“If A.O.C. wanted to get glammed up and pal around with 

the ruling class at an event that’s the antithesis of all she 

believes in, a gala that makes every thoughtful American 

feel like Robespierre, she should have just gone for it.” 
 

By the Numbers-8/23/21 

The US spent $2.26 trillion during its 20-year presence in 

Afghanistan fighting the Taliban, rebuilding the Afghan 

government and training the Afghan military. 

Most years, I attend Maureen’s annual family saturnalia in 

Lake Tahoe.  I’m a relatively recent addition, but for the 

extended family and friends, it’s been happening every 

summer since her mom was a little girl driving up with the 

family in a Model T.  That is history!  They stay at Meeks 

Bay, a very scenic spot on the west side of the lake.  It’s a 

lakeside resort poorly run by the Washoe tribe with dumpy, 

semi-clean WPA chic cabins with epically poor service in 

almost every aspect.  It drives the Little Princess and her 

sister, who do all of the organizing, crazy. Regardless, eve-

ry year they come back.  Honestly, they deal with all the 

hassles and I just lay around and read a lot of books.  Nor-

mally, it’s a very placid environment, but this year included 

a bit of excitement.  Around 3AM one morning we woke to 

a terrible crashing noise.  I went to investigate only to see a 

giant bear with blazing red eyes and gore dripping from it's 

fangs, having torn out the screen, climbing through the 

window.  It's amazing how quickly your brain can process 

info when charged with adrenaline.  My first thought was 

that, if it comes down to a footrace to get away from the 

bear, I only need to outrun the Little Princess.  I quickly 

realized that if I ran, I would be shunned by her family, my 

family and all of our mutual friends.  So, given the high 

social cost, I decided that running could only be a last re-

sort.  I then thought to retreat back to the bedroom, but the 

door was so flimsy it wouldn't deter a hungry senior citizen 

in line for an early bird special, let alone a ravening bear 

bent on a meal of human flesh.  I quickly decided confron-

tation was my best course of action, so like a modern day 

Beowulf, I charged into the living room and yelled “Get the 

(blank) out of here you (blank) (blanker)”.  Whether sur-

prised or just offended by my language, the bear retreated.  

So that's how I defeated a rampaging bear in Lake Tahoe 

and the Little Princess and I lived happily ever after.   



Past performance does not guarantee future performance and your actual 
results will vary. These opinions are for general information only and are 
not intended to provide specific advice or recommendations for any indi-
vidual. Consult your attorney, accountant, or tax advisor with regard to 
your individual situation. The S&P 500 is an unmanaged indexes reflect-
ing the overall returns attained by leading US stocks. The MSCI EAFE 
is comprised of large company stocks in established foreign markets.  
The MSCI EM (Emerging Markets) Index is a free float-adjusted market 
capitalization weighted index that is designed to measure the equity mar-
ket performance of the emerging market countries of the Americas, Eu-
rope, the Middle East, Africa and Asia. Govt bonds and T-Bills are guar-
anteed by the US government as to the timely payment of principal & 
interest and, if held to maturity, offer a fixed rate of return a& principal 
value. The Barclay’s  bond indexes are representative of total returns 
earned by various segments of the bond market.  Indexes cannot be in-
vested into directly & are unmanaged.  International and emerging mar-
ket investing carries special risks such as currency fluctuation and politi-
cal instability.  The Russell 2000 Index is an unmanaged index generally 
representative of the 2000 smallest companies in the Russell 3000 index, 
which represents approximately 10% of the total capitalization of the 
Russell3000 Index. The Barclays  High-Yield Market Index captures the 
performance of below-investment-grade debt issued by corporations 
domiciled in the United States or Canada. Stock investing involves risk 
including loss of principal. Bonds are subject to market and  Interest rate 
risk if sold prior to maturity. Bond values and yields will decline as in-
terest rates rise and bonds are subject to  availability and change in price.  
Economic forecasts set forth may not develop as predicted and there can 
be no guarantee that strategies promoted will be successful. No strategy 
assures success or protection against loss. The NASDAQ Composite 
Index measures all NASDAQ domestic and non-U.S. based common 
stocks listed on the NASDAQ Stock Market. The market value, the last 
sale price multiplied by total shares outstanding, is calculated throughout 
the trading day, and is related to the total value of the Index.  The prices 
of small cap stocks are generally more volatile than large cap stocks. 
International investing involves special risks such as currency fluctuation 
and political instability and may not be suitable for all investors. These 
risks are often heightened for investments in emerging markets. 

 

Business Philosophy 

Our objective is to make working with us a pleasant as well 
as rewarding experience   

�� We take our responsibilities seriously 

�� We return calls promptly 

�� We’re nice when someone does call 

�� We don’t lie or mislead 

�� We do what we say we’re going to do. 

�� We’re knowledgeable and  current in our discipline 

�� We admit (infrequent) mistakes and do our best to right 
the wrong 

�� We listen to suggestions and take them seriously 

�� We work in your best interest in the most straightfor-
ward and transparent way possible 

Brad Lancaster is a Registered Principal with and securities of-
fered through LPL Financial, Member FINRA/SIPC Investment 
advice offered through Goldman Lancaster, Inc., a registered in-
vestment advisor and separate entity from LPL Financial.  

Please notify me in writing if you would like a hard copy of our full ADV 
part 2A brochure or if there are any changes to your financial situation or 
investment objectives  

Leading the Descent 

 

 

Thank You ! ! 

Special thanks to the following people for referring 

their friends, family and associates 

Michael Milenski & John McGee 

Marauding bears combined with a lack of service, clean-
liness and amenities aside, it’s a beautiful and peaceful 
spot. 


