
  "At the present time (1915), when the 

great events that have come to pass are still close 

to us, even their details are vivid in our minds 

and we need no one to rehearse them. Time, 

however, is quick to dim even acute memories, 

and Wall Street, of all places, is the land of 

forgetfulness. The new happenings of all the 

World crowd upon each other so fast in the 

financial district that even the greatest and most 

far-reaching of them are soon driven out of 

sight." 

        That quote from the book, "The New York 

Stock Exchange and the Crisis of 1914" by 

H.G.S. Noble, President of the New York Stock 

Exchange at the time, reminds us of how some 

things do not change.  But more importantly, 

how easy it is to forget the lessons we have 

learned or re-learned over approximately the past 

20 months.  So, what is it we should have learned 

or re-learned?  What should we be remembering 

and not forgetting again so quickly? 

        First, markets make significant moves based 

not on underlying value, but on fear and greed, in 

which a herd mentality takes precedence.  If you 

do not want to be trampled, as many of us were 

over the last year and the first part of this year, 

you will need to make adjustments to your 

portfolio.  You will need to make sure it is 

designed to meet your objectives, and is taking 

advantage of the risk management techniques 

available. 

        Second, as H.G.S. Noble indicated almost a 

century ago, it is easy to forget the past, and our 

world moves at a much faster pace than in 1914.  

We have seen an increase of 30% on the Dow 

Jones Industrial Average (an unmanaged index of 

30 widely held stocks) since the low of 6,440 on 

March 9, 2009. This increase indicates that many 

investors have forgotten their recent experiences 

with the stock market and the underlying reason 

for our economic risks - which appear to be far 

from over.  Investors are betting on a quick 

recovery from the current recession. While we 

sincerely hope this anticipatory investing is 

forthcoming and accurate, we are concerned 

there are still major potential risks out there. We 

are somewhat optimistic, but not ready to bet the 

whole farm on it. We will try to remember how 

quickly things change and the corresponding 

results by maintaining our conservative positions, 

our asset allocation, and our diversification. 

        The Modified Core Satellite concept, that 

you should all be aware of by now, is designed to 

take into account all of the above, while 

addressing the need for capital preservation with 

an opportunity for growth in a sliding scale for 

your specific needs and desires. 

        As previously discussed, we are expecting a 

combination of de-leveraging, de-globalization, 

and re-regulation where unemployment may 

remain high, growth may remain low, consumer 

spending will be less and taxes will be higher. As 

much as we have historically disliked the phrase, 

"it is different this time,” we truly believe the 

changes we have seen and will see over the next 

few years will create a different landscape. We 

are not alone in this viewpoint as indicated by 

Pimco Management in their “Secular Outlook” 

which states, “The world is travelling on a 

bumpy road to a new destination” - this is being 

labeled as the “new normal.” As much as we all 

tend to dislike change, it is coming and we need 

to recognize it and prepare for it. 

        As always, if you have questions, concerns 

or would like to discuss these implications on 

your planning and investments, please do not 

hesitate to call us. We also thank you for your 

continued support and referrals to friends and 

family. 
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Sullivan & Associates is an independent comprehensive 

financial planning firm registered with the SEC as an 

investment advisor. 

 

Sullivan & Associates was created to help individuals and 

businesses achieve financial stability, growth and 

independence. We work to help clients achieve these goals 

through sound financial management and a commitment to 

continued improvement. 
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