
Special points of 

interest: 

 It was the worst week 

for stocks in two years; 

bonds were down too. 

 GDP grew 4% in Q2, up 

from –2.9% in Q1 and 

better than 

expectations of 3.1%.  

 Nonfarm payrolls came in 

at 209,000 vs. 233,000 

expected; the 

unemployment rate 

ticked up to 6.2%. 

 Volatility jumped 34%. 

Stocks and bonds almost everywhere ended lower this week, largely due to a steep drop on Thursday, while volatility 

jumped 34 percent. The S&P 500 suffered its worst week in two years (down almost 3 percent) and the Dow fell into 

negative territory for the year. Even the Nasdaq lost over 2 percent. All this on mixed news. 

Overseas, a weak reading on Eurozone inflation reawakened deflation fears. Troubled Portuguese bank Banco Espirito Santo 

revealed that losses had wiped out its capital reserves. Late Wednesday, Argentina was declared in default on its debt while 

the situations in Ukraine and Gaza have failed to improve. There was good news in the U.S. as weekly unemployment claims 

increased less than expected while claims in the previous week were revised down to the lowest level in 14 years. Labor 

costs in the second quarter rose at their fastest pace since 2008 and GDP grew 4 percent in Q2, better than expectations of 

3.1 percent. This news sparked worries that the Fed may decide to begin raising short-term interest rates sooner than 

expected, even though employers added 209,000 jobs in July (a good gain but below expectations) and the unemployment 

rate ticked up to 6.2 percent. FactSet increased its tally of overall quarterly earnings growth of companies in the S&P 500, 

from 6.7 to 7.5 percent, well above original expectations for earnings to grow by slightly under 5 percent. FactSet did report 

an increase in the number of companies offering negative earnings guidance for the third quarter, however. 

All in all, the market action this week demonstrates the level of concern amongst traders. When mixed to somewhat good 

news pushes markets lower, there is reason to be worried. 
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Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 5.51% 32.21% 15.84% 7.88% 

US Stocks (small)(IJS) -0.84% 39.72% 18.10% 9.30% 

Ex-US Stocks (dev)(EFA) 1.69% 22.62% 17.22% 6.86% 

Ex-US Stocks (EME)(EEM) 5.67% -3.14% 17.32% 11.66% 

US Bonds (AGG) 3.50% -2.15% 4.04% 4.58% 

Global Bonds (FWDB) 5.64% -1.94% 7.83% N/A 

US Bonds (HY)(HYG) 2.40% 5.90% 13.83% 5.00%* 

US REIT (IYR) 15.95% 1.05% 18.36% 8.09% 

Ex-US REIT (IFGL) 6.23% 5.29% 37.32% 7.34%* 

Gold (IAU) 6.34% -27.94% 8.37% 13.17%* 

Commodities (GSC) -0.30% -1.93% -1.73% 5.73%* 

* Data unavailable; standard benchmark substituted 
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“Wealth isn’t primarily determined 

by investment performance, but by 

investment behavior.”  
 

– Nick Murray 
 

The following recent articles are well 

worth your time. 

 The Hard Truth: Successful Investing Involves a Lot of 

Luck (Morgan Housel) 

 When Entertainment Passes for Investment Advice 

(Bloomberg View) 

 Most Hedge Funds Fail (The Financial Times) 

 How Diversification Works (Ben Carlson) 

 Why Does Buy and Hold Have to be Impossible? (A 

Wealth of Common Sense) 

Chart Courtesy: The Big Picture 

http://awealthofcommonsense.com/buy-hold-impossible/
http://www.fool.com/investing/general/2014/07/29/investing-luck.aspx
http://www.bloombergview.com/articles/2014-07-30/when-entertainment-passes-for-investment-advice
http://ftalphaville.ft.com/2014/07/31/1913792/most-hedge-funds-fail/?Authorised=false
http://awealthofcommonsense.com/diversification-works-2/
http://awealthofcommonsense.com/buy-hold-impossible/
http://awealthofcommonsense.com/buy-hold-impossible/
http://www.ritholtz.com/blog/2014/07/stock-performance-during-periods-of-rising-rates-october-1993-june-2013/
http://rpseawright.wordpress.com/

