
  

RESEARCH: SOUND NOTE; October 16, 2014 

TAKE A BREATH: “IT’S NOT THE END OF EQUITIES” 

 

In what is admittedly an unsettling market environment for individuals, we would like to share 

our perspective about the past few weeks and the weeks ahead. 

Reflecting on the latest news, it is important to remember that markets are forward-looking. In 

uncertain times, they tend to impetuously react to each new headline. Recognizing this, we 

should expect that as long as the global outlook for economic growth remains unclear, we 

will continue to see days of pronounced market swings in response to the news of the day. 

Since the markets are inherently undulating, we anticipate this volatility may continue. 

Please know that market commentary from media outlets are not tailored to the specific 

needs of the individual. Investment decisions should consider your current situation and 

whether your goals, liquidity needs or tolerance have changed – we stress the word 

investments; companies have day to day factors that influence short-term price changes, 

but, more importantly, need to be evaluated for their longer-term viability and reasons for 

inclusion in investment portfolios. 

Investors who exit markets based on short-term market movements frequently miss the signals 

to re-enter. Consequently they do not participate in the recovery of prices. Statistics for the 

S&P 500 show that the ‘market’ declines 5-10% 3.3 times per year, 10-15% every 1.1 years, 15-

20% every 2 years, and +20% every 3 years – naturally this is not linear, but is compiled over 

the last 100 years of data from Ned Davis Research, Inc. Even with these declines, the market 

averages 9.6% *Source Morningstar Research. With that being said, it is important to stay 

nimble in this volatility, and use what information is known to determine valuation. 

We understand how these daily market swings can be unnerving – many recall the 2008 

volatility and fear a repeat. It is interesting to note that a December 2007 investor in the S&P 

500 who held, would have made +6% annualized return per year (including dividends) 

through 10/13/2014 – this includes the market collapse of 2008. To quote a trusted friend,  

 



  

economist Brian Wesbury (First Trust Advisors): “How many people think of 2007 as a buying 

opportunity?” He further says: “Believe it or not, we would argue that today is what a buying 

opportunity looks like. When stocks were rising just a few months ago, lots of investors were 

upset they hadn’t gone ‘long’ in 2013. Now, with markets falling, and equity prices hovering 

near those same levels, they hesitate to buy. Profits are still rising, the US economy is 

accelerating, and our models show that equities are still cheap. It may not be the ‘mother of 

all buying opportunities,’ but it ain’t the end of equities, either.” ** 

 

Thank you; we look forward to speaking with you soon! 
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**Source Monday Morning Outlook, Brian S. Wesbury – First Trust Advisors “Timing the market doesn’t work” dated 

10/13/2014 

This information contains forward-looking statements about various economic trends and strategies. You are cautioned 

that such forward-looking statements are subject to significant business, economic and competitive uncertainties and 

actual results could be materially different. There are no guarantees associated with any forecast and the opinions stated 

here are subject to change at any time and are the opinion of the individual strategist. Data is taken from sources 

generally believed to be reliable but no guarantee is given to its accuracy. 

Views expressed are the current opinion of the author, but not necessarily those of Raymond James & Associates. The 

author’s opinions are subject to change without notice. Information contained in this report was received from sources 

believed to be reliable, but accuracy is not guaranteed. Past performance is not indicative of future results. Investing 

always involves risk and you may incur a profit or loss. No investment strategy can guarantee success. Any information is 

not a complete summary or statement of all available data necessary for making an investment decision and does not 

constitute an offer to sell. 

The S&P 500 is an unmanaged index of 500 widely held stocks that’s generally considered representative of the U.S. stock 

market. Inclusion of these indexes is for illustrative purposes only. Keep in mind that individuals cannot invest directly in any 

index, and index performance does not include transaction costs or other fees, which will affect the actual investment 

performance. Individual investor results will vary. 

 

         


