
Market Update, September (3rd Quarter) 2014 

 

U.S. stocks and bonds declined in September, ending the quarter virtually 
unchanged.  For the first nine months of 2014, domestic stocks and bonds were up 7% 
and 4%, respectively.  Smaller U.S. companies have struggled during 2014 – down 
more than 6% for September and more than 4% for the year.  Foreign investments 
declined sharply in September, pushing international stocks and bonds down each by 
more than 5% for the quarter.  Foreign investment returns are basically flat on a year-
to-date basis.  

 
Diversified investors generally saw losses for the quarter of more than 2 percent, 
but remain in positive territory (2-3%) for the first three quarters of 2014.  

 
The U.S. economy is showing some improvement, with second quarter GDP revised 
higher to 4.6 percent.  Corporate earnings are strong and cash levels remain 
extremely high.  The Federal Reserve is preparing to end its bond-buying program, 
but there is no indication that it is going to sell any bond holdings.  More importantly, 
the Fed is expected to keep interest rates low well into 2015.   

 
Other news from the economic front: 

• U.S. companies are issuing bonds at record levels, taking advantage of low 
rates and the demand for higher yielding securities. 

• The Bloomberg Commodity Index fell 12 percent as oil prices declined by 
16% for the quarter. 

• Bill Gross’s abrupt departure from PIMCO shocked bond investors. 
• Ireland’s two-year bonds are now yielding minus 0.01%.  During the 

Eurozone debt crisis, yields reached over 14 percent. 
• U.S. daily oil production has increased by about 3 million barrels since 

2011.  Imports will account for 26% of U.S. petroleum consumption this 
year, down from 45% in 2011.  

  
Overall, the world remains awash in debt.  Geopolitical risks are high (Ukraine, Middle 
East, ISIS, Ebola, Hong Kong demonstrations), and concerns about slowing economic 
growth in China and the Eurozone are mounting. 
  
Volatility is on the rise, and investors appear to be getting nervous.  After all, it has 
been more than 3 years since the last market correction (defined as a decline of 10% 
or greater), and history tells us we are overdue for another.  For the quarter, 
investors took $30 billion out of U.S. stock mutual funds, while putting $18 billion into 
bond funds. 
  



 
History tells us that it’s a fool’s game to try to anticipate market corrections, 
and that investors usually get rewarded for sailing through choppy waters, 
rather than jumping off the ship when waves get higher.  You can’t know in which 
direction the markets will experience their next 10%, 20% or 30% move.  But 
unless you believe the world is about to end, you do know, with some degree of 
certainty, in which direction it will make its next 100% move.  That’s the best 
prediction of the markets you’re about to get, even if it doesn’t come with a 
timetable. 

Bob Veres, Inside Information – 9/30/2014   

 

We have always believed investment decisions should be made within the framework 
of a documented policy.  The primary focus should be on personal circumstances and 
anticipated needs … we should never get overly distracted by the daily noise of the 
marketplace.  

As Corrigan Financial approaches its 25th anniversary (inception 11/1/1989), we can 
state with confidence that investment policy provides the discipline that enables our 
clients to achieve their long-term goals.  

Thanks so much for your continuing support. 

Daniel G. Corrigan, CPA/PFS, CFP® 
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