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One year ago today, October 1, 2012, the 
Dow Jones Industrial Average (DJIA) closed 
at 13,515.11 (Barron’s Market Research).  
We ended the third quarter 2013 with the 
DJIA closing at 15,129.67.  That is a 10.67% 
gain!   Over the course of the year, we have 
seen several market declines and corrections, 
each one resulting in a consolidation, 
followed by steady increases.  As we say 
regularly, market corrections are part of a 
healthy market.  While they are 
uncomfortable to endure, they ensure that 
markets avoid over-exuberance.    

This quarter, the month of August was 
especially painful as the Federal Reserve 
mentioned that it might end quantitative 
easing (QE), the so-called “taper.” QE is one 
of the Federal Reserve’s methods used to 
stimulate the economy and keep interest rates 
artificially low.  There was no date set to 
being the tapering process; nothing was 

actually done, but markets do not like 
uncertainty, particularly when it has to do 
with interest rates.  As the markets digested  
the tapering process, the month of September 
returned most of the August decline.   

Today, we are faced with two significant 
government issues, namely the government 
shut down and a debt ceiling debate.  The 
pundits speak fear for the markets, but many 
other analysts write that we have been down 
this path before, and as in other times, the 
government will eventually come to the 
bargaining table and strike a compromise.  
We do feel for those people whose livelihood 
is impacted by the furloughs.  The 
unfortunate part is that it is not just the 
furloughed government workers that are 
affected, but also the people who depend on 
the services provided by government 
agencies.  Let’s trust that some resolution 
will be realized soon. 

As I am writing this, on the first day of 
October, the U.S. stock markets opened 
higher and seemingly shrugged off the 
beginning of the government shutdown.  As 
nearly everybody expected the shutdown, it 
wasn’t really a surprise.  All three of the 

major market averages trended upward 
throughout the day and closed up nicely. 

We believe there are many reasons to be 
optimistic about the long-term future of your 
investment portfolio.  Barron’s wrote in their 
August 31, 2013 “Fall Forecast: Sunny” that:  

“Stocks in the S&P currently trade at 14 times the 
next 12 months estimated earnings, up from 13 
times earnings at the end of last year.  That’s not 
dirt-cheap, but nor is it rich; the market historically 
has averaged a price to earnings (P/E) of 15 
times future earnings, and much more in the past 
20 years.“   

The article went on to talk about how many 
of the larger US companies have been forced 
to re-structure during the recession and have 
emerged “lean and mean” and are 
experiencing new levels of revenue growth.  
As revenue grows, earnings soon follow and 
share prices tend to increase.  We search for 
stocks that have compelling investment 
potential for our client portfolios.  We are 
having no difficulty finding these stocks.   

The pessimism that persists in the market 
today is keeping the price of stocks from 
achieving their fair market value based on 
historic market measures.  While market 
pessimists complain of no economic growth, 
the economic data indicates the economy 
continues its methodical climb.  Brian 
Wesbury calls this a “plow horse economy”.  
It may not be fast, but it is steady.  
Unemployment continues to decline, GDP 
continues to show small, but steady gains. 
And while household incomes still have not 
returned to pre-crisis levels (Sept 18 WSJ); 
household net worth rose to record highs, 
driven by increases in home and investment 
portfolio values. (Sept 25 USA today)  

We believe that patient and disciplined long-
term investors will be rewarded with good 
investment returns.  As I have said many 
times before, the tortoise almost always wins 
the investment race. 

My door is always open to you.  Whenever 
you have questions or concerns or wish to 
reevaluate how your portfolio is managed or 
allocated, please to contact me.   

 


