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August was yet another good month for investors.  U.S. stocks advanced 4% for the 
month, while foreign stocks had more modest results.  Declining interest rates helped 
domestic bonds to strong gains.  The 10-year U.S. Treasury note ended the month 
yielding just 2.3 percent … down from 3% at the beginning of the year. 

Will stocks continue to advance?  Some argue that declining interest rates make 
stocks (and their dividends) more attractive by comparison.  Still others are 
concerned that falling interest rates are a result of economic weakness, which will 
ultimately impact negatively on stock prices.  

The U.S. inflation rate for July was 1.6% (annualized), and it was the 27th straight 
month the rate of inflation was below the Federal Reserve’s (the Fed) 2% 
target.  Remember, the Fed’s mandate is two-fold: price stability and full 
employment.  With inflation under control, the Fed can afford to be more cautious 
as it contemplates future interest rate hikes.  Still, there is plenty of concern that 
rates have been too low for too long … and easy money will ultimately lead to 
escalating inflation and/or asset bubbles. 

Europe, in particular, is struggling with a soft economy and very low inflation.  It is 
anticipated that the European Central Bank will soon start a bond buying program 
(quantitative easing) to combat deflationary pressures.  Interestingly, this comes at 
a time when the Fed is ending its own bond buying program.   

Other news from the economic front: 

• GDP for the 2ndquarter was adjusted up to 4.2% after an initial 4% 
estimate.  The first quarter’s GDP actually declined by 2.1 percent. 

• U.S. banks increased lending at a pace not seen since 2007. 
• With conflict in eastern Ukraine escalating, increased sanctions (between the 

European Union and Russia) could push the Eurozone into recession. 

Geopolitical issues dominate the news and sometimes disrupt the financial 
markets.  Without rehashing the details … Ukraine, Gaza, ISIS, and Ebola … there are 
major conflicts and concerns to say the least.  These issues, however, may not 
necessarily influence longer-term market performance. 
  

Other than the effect on the oil markets, the pattern is clear: geopolitical 
crisis of the sort we have faced and are now facing do not move markets 
other than briefly and for the very short-term.  They are headlines; they 
are noise.  They have not altered the fundamentals of either companies 
or global financial markets.  

Zachary Karabell, Head of Global Strategy – Envestnet, Inc. (8/28/2014) 
  



It has been three years since we have had a market correction – defined as a 10% or 
greater decline.  On average, corrections happen about once each year.  Some 
investors believe we are overdue for a correction, and their anxiety may be peaking 
as we enter September, which historically has been the worst month for stock 
returns.    
  

The implication for most investors is that they should stick with 
whatever stock allocation they have concluded is appropriate for January 
or May or any other month.  If you had 60% of your investments in stocks 
heading into August, chances are that is a reasonable allocation for 
September, too. 

Mark Hulbert, Hulbert Financial Digest – WSJ (8/30/14) 
  

 
  

 
The global economy continues to grow at a snail’s pace, and stock valuations (by most 
measures) are at high relative levels.  Still, interest rates are low, and corporate 
profits remain strong … generally the recipe for a robust stock market. 
   

Stocks typically haven’t suffered bear markets unless a recession was 
imminent, and we see no indications of that – in fact, quite the opposite. 

Liz Ann Sonders, Charles Schwab & Co., 8/30/2014 
  

We believe that investors should be proactive in executing investment policy ... not 
reactive to daily geopolitical and economic noise.  As always, remain disciplined and 
humble. 

Daniel G. Corrigan, CPA/PFS, CFP® 
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