
Special data points of 

interest: 

 The ECB announced a 

number of measures 

designed to stimulate 

Euro zone growth  

 Volatility remains 

exceptionally low. 

 We’ve gone 632 days 

without a 3 percent 

daily change in stocks. 

 The unemployment rate 

was unchanged at 6.3 

percent, a near 6-year 

low.  

 All equity markets are 

largely overbought. 

Economist Hyman Minsky noted that a lack of volatility could actually be dangerous 

in that long periods of prosperity and rising investment values may lead to 

increasing speculation using borrowed money and, potentially at least, a sudden 

major collapse of asset values. Whether we are currently facing such a “Minsky 

moment” remains unclear. But the danger is real. 

U.S. equity markets continue to record new highs with European markets trading 

near multi-year high levels. The European Central Bank announced a number of 

policy measures designed to stimulate Euro zone growth and forestall the risk of a 

slide into a deflationary spiral. This added liquidity, while largely expected, is clearly 

good for equities. That said, the ever-important financial sector has been the worst 

performing segment of the stock market over the past year. Meanwhile, the entire 

stock market seems overbought. Since its recent low yield of 2.40 percent, U.S. 

Treasury 10-year note yields have risen to 2.60 percent. 

May non-farm payroll employment increased by 217,000 jobs, a slightly better than 

expected number. The unemployment rate was unchanged at 6.3 percent, a near 6-

year low. The number of employed workers now exceeds the pre-recession peak. 

Hourly earnings increased by +0.2% M/M, or +2.1% Y/Y. The data suggests that 

GDP should rebound strongly in Q2, to around 3.0%+. 

Market  Snapshot  

A Dangerous  Lack  of  Volat i l i ty  

June 8, 2014 Volume 1, Issue 2 

Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 6.36% 32.21% 15.84% 7.80% 

US Stocks (small)(IJS) 2.93% 39.72% 18.10% 9.80% 

Ex-US Stocks (dev)(EFA) 4.69% 22.62% 17.22% 7.02% 

Ex-US Stocks (EME)(EEM) 4.84% -3.14% 17.32% 11.82% 

US Bonds (AGG) 3.37% -2.15% 4.04% 4.80% 

Global Bonds (FWDB) 5.62% -1.94% 7.83% N/A 

US HY Bonds (HYG) 4.44% 5.90% 13.83% 5.00%* 

US REIT (IYR) 16.58% 1.05% 18.36% 8.48% 

Ex-US REIT (IFGL) 6.47% 5.29% 37.32% 7.23%* 

Gold (IAU) 3.69% -27.94% 8.37% 13.17%* 

Commodities (GSC) 2.48% -1.93% -1.73% 5.35%* 

* Data unavailable; standard benchmark substituted 

http://blogs.wsj.com/briefly/2014/06/05/5-takeaways-from-the-ecbs-moves-on-rates/
http://allstarcharts.com/financials-flirt-disaster-relative-basis/
http://allstarcharts.com/financials-flirt-disaster-relative-basis/
http://www.bespokeinvest.com/thinkbig/2014/6/5/the-world-is-overbought.html
http://rpseawright.wordpress.com/


“Stability itself is destabilizing.” 

 

(Carl Richards echoing Hyman Minsky  

in The New York Times) 

The following articles from this past week are well 

worth your time. 

 Perma-Arguments (A Wealth of Common Sense) 

 Kiss Gold Bull Market Goodbye (Barry Ritholtz) 

 Wanted: personal coach for investing drop shots 
(The Financial Times) 

 It’s Easy to Forget About Risk in a Stable Market 
(Carl Richards) 

 Are Stocks Expensive? (Morningstar) 

http://www.nytimes.com/2014/06/02/your-money/its-easy-to-forget-about-risk-in-a-stable-market.html?_r=3
http://awealthofcommonsense.com/perma-arguments/
http://www.bloombergview.com/articles/2014-06-04/kiss-gold-bull-market-goodbye
http://www.ft.com/cms/s/0bcd3d3c-eb14-11e3-bab6-00144feabdc0,Authorised=false.html?_i_location=http%3A%2F%2Fwww.ft.com%2Fcms%2Fs%2F0%2F0bcd3d3c-eb14-11e3-bab6-00144feabdc0.html%3Fsiteedition%3Duk&siteedition=uk&_i_referer=#axzz33mfMB4qO
http://www.nytimes.com/2014/06/02/your-money/its-easy-to-forget-about-risk-in-a-stable-market.html?_r=2
http://news.morningstar.com/articlenet/article.aspx?id=649738
http://rpseawright.wordpress.com/

