
Special points of 

interest: 

 The big news this week 

was international, as 

crises in Ukraine and 

the Middle East were at 

the forefront. 

 The S&P 500 ended its 62 

day streak without a 1 

percent move. 

  The VIX spiked 22% on 

Thursday, its 22nd 

biggest single day gain 

ever. 

 

The big news this week was international, as the shooting down of a Malaysian Air passenger jet above a disputed area of 

Ukraine and strife in the Middle East over Gaza caused great concern, as evidenced by the VIX volatility index jumping 22 

percent on Thursday, the 22nd largest such gain ever.  Even so, the Dow hit a new all-time record and the S&P 500 rebounded 

to close the week in positive territory. More to the point, it shows that it’s impossible to quantify and trade political risk. The 

world is a very risky place — always (not just when the VIX is high). But we simply can’t know when a large variety of such risks 

will manifest themselves. 

GMO’s Jeremy Grantham published his quarterly letter and it’s worthwhile reading, 

as always (it’s available via free registration at gmo.com). He continues to be worried 

about market valuations but doesn’t see a bubble just yet. Me too. Meanwhile, and in 

a trend worth watching, many professionals are short the market while “just folks” 

are long — and right so far. Fighting the Fed has been a losing proposition.  

Fed Chair Janet Yellen’s Senate testimony this week reveled some interesting nuggets 

of information (via the WSJ). The Fed sees home prices as within historical norms as 

measured by price-to-rent ratios, but stock prices for small firms, biotech and social 

media companies “appear to be stretched.” Meanwhile, corporate bond spreads are 

at all-time lows, suggesting overvaluation. This information is interesting substantively, 

but perhaps even more so in that it puts the Fed far more directly “into” the markets 

than has been the case in the past. It will be an interesting issue to follow. 
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Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 8.04% 32.21% 15.84% 8.15% 

US Stocks (small)(IJS) 2.35% 39.72% 18.10% 9.56% 

Ex-US Stocks (dev)(EFA) 3.66% 22.62% 17.22% 6.83% 

Ex-US Stocks (EME)(EEM) 6.49% -3.14% 17.32% 11.57% 

US Bonds (AGG) 3.77% -2.15% 4.04% 4.58% 

Global Bonds (FWDB) 6.37% -1.94% 7.83% N/A 

US Bonds (HY)(HYG) 3.95% 5.90% 13.83% 5.00%* 

US REIT (IYR) 18.15% 1.05% 18.36% 8.02% 

Ex-US REIT (IFGL) 7.50% 5.29% 37.32% 7.23%* 

Gold (IAU) 8.82% -27.94% 8.37% 13.17%* 

Commodities (GSC) 1.28% -1.93% -1.73% 5.73%* 

* Data unavailable; standard benchmark substituted 
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http://www.bloomberg.com/news/2014-07-13/individuals-pile-into-stocks-as-pros-say-bull-is-spent.html
http://blogs.wsj.com/economics/2014/07/15/live-blog-federal-reserve-chairwoman-janet-yellens-semi-annual-testimony/#entry_8
http://rpseawright.wordpress.com/


“The value of information filters is that they mini-

mize distractions and interruptions from sources with 

low signal-to-noise ratios.”   
 

Brett Steenbarger (Trader Feed)  

Chart Courtesy:  JP Morgan Asset Management 

The following recent articles are well worth your time. 

 Your Retirement-Readiness Checklist 

 JPMAM Guide to the Markets 

 The Farce of World Cup and Investment Models 

 Snails and Buffalos 

 Gold Dreamers Face Harsh Reality 

http://traderfeed.blogspot.com/2014/07/data-rich-information-poor-improving.html
https://www.jpmorganfunds.com/cm/Satellite?UserFriendlyURL=diguidetomarkets&pagename=jpmfVanityWrapper&gclid=Cj0KEQjwrqieBRCln82Rgufz7I0BEiQAPNjAI3_sVEaNaIGOIgoa4OB3oVMW-wIO7hjEgY8d3DtbMQQaAva58P8HAQ
http://rpseawright.wordpress.com/
http://news.morningstar.com/articlenet/article.aspx?id=655643
https://www.jpmorganfunds.com/cm/Satellite?UserFriendlyURL=diguidetomarkets&pagename=jpmfVanityWrapper&gclid=Cj0KEQjwrqieBRCln82Rgufz7I0BEiQAPNjAI3_sVEaNaIGOIgoa4OB3oVMW-wIO7hjEgY8d3DtbMQQaAva58P8HAQ
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