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 The early days of 2016 marked a period of one of the worst performances by the stock market on record. 

On January 20, Standard & Poor’s Howard Silverblatt tweeted out that the Dow Jones Industrial Average 

intraday low (down 10% year-to-date) represented the worst start of a year since 1897.  Yet, as panic was 

beginning to seize investors, stocks rebounded sharply in subsequent weeks, and most market indices finished 

the first quarter in slightly positive territory.  

 How does the market keep fighting back when fear seems so pervasive? In our view, it has become 

increasingly clear that the Federal Reserve, led by the “dovish” Janet Yellen, is in no hurry to normalize interest 

rates any time soon. The U.S. economy continues to outperform most other industrialized economies across the 

globe, including the European Union and Japan. The U.S. economy is even performing better than many 

formerly fast growing emerging market economies.  But Yellen continues to cite the shaky global financial 

system as the key factor driving Fed policy, which will translate into a markedly slower pace of interest rate 

hikes than most market participants had anticipated.  This “lower for longer” policy will likely prove to be a 

tonic for stock investors in the near term. 

 The stock market’s performance during the first quarter highlights to us two trends which will likely 

remain in place for the remainder of the year. First, volatility in the stock market is not expected to abate 

anytime soon. An elevated level of both economic and geopolitical uncertainties are showing no signs of 

receding, leaving many investors hovering over the sell button. Second, in the current low interest rate and low 

economic growth environment, stock market returns are expected to remain subdued. 

 While an elevated level of volatility and modest return expectations are not music to the ears of most 

investors, we maintain our conviction that high quality stocks represent the most compelling asset class in a low 

return universe. 

 

Primary Fears 

 

 Psychologists say that fear is the root of what keeps human beings in a state of stagnation. Dr. Karl 

Albrecht wrote a piece in Psychology Today, positing that most fears emanate from 5 primary fears. He 

concludes the article by emphasizing that "the more clearly and calmly we can articulate the origins of the fear, 

the less our fears will frighten us and control us."  

 Fear is what keeps many investors from achieving their financial goals.  If one’s investment plan is 

shaken every time a disturbing news segment hits the airwaves or every time the market shows signs of 

volatility, one will make emotional decisions which tends to diminish the likelihood of long term success. 

 The rhetoric from this year’s presidential primary season has led to many unnerving headlines for the 

investment community to digest. Moreover, we do not recall a primary season in which so many large 

American companies across a wide swath of industries have been harshly criticized by candidates as greedy 

and/or unpatriotic. Most of these invectives we view as typical political red meat served up to the disgruntled 

masses. Many iconic American companies including Apple, Goldman Sachs, ExxonMobil, Carrier, and Pfizer 

have been singled out in campaign rhetoric. This may lead some to believe that corporate America is in for 

troubled times when the new president takes office. 

 But based on historical presidential election cycles, we should begin to see the anti-business rhetoric 

toned down over time.  Moreover, we do not believe Congress will succumb to a war on corporate America. We 

expect events to unfold the same way this time around. And we will look for opportunities to invest in stocks 

that are being unfairly pressured by the rhetoric, but will likely rebound as the election draws closer.   
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