
Special points of 

interest: 

 The S&P 500 hit yet 

another all-time high 

this week and has 

remained above its 200

-day moving average 

for 21 months. 

 Existing home sales 

increased to 2.4%, the 

biggest increase in 

nearly a year while 

housing starts jumped 

15.7%. 

 Housing permits for new 

construction jumped 

8.1%. 

Strong domestic data pushed stocks higher on the week amidst quiet trading but they 
slid a bit on Friday after Fed Chair Janet Yellen’s speech in Jackson Hole. The housing 
data that many people worried about last month showed good improvement in July 
while some of the poor June data was revised away. Meanwhile, both the new- and 
existing-home markets gained some strength at the same time. Consumer prices also 
took a break in July, rising just 0.1% after several months of healthy increases. 

Yellen told the annual central banking conference that the jobs market has improved 
greatly over the past five years but that it is not yet fully recovered. She also described 
how a number of factors are making it hard accurately to gauge how much “slack” 
there is the labor market. That uncertainty is a key to why the Fed is having trouble 
deciding on its exact timeline for raising short-term rates despite the job market’s rapid 
improvement. 

Many big traders remain defensive. For example, George Soros has upped his holdings of S&P 500 puts substantially to hedge his 
80 percent long position in equities. That’s a trade I like and one I have spoken of often. David Tepper and Carl Icahn, among 
others, have also expressed concern about stock values even though few appear to “heading for the hills.” 
 
Overall, bond yields rose a bit this week both in anticipation of and in response to the Fed Chair’s speech. The benchmark 10-year 
Treasury note rose 6 basis points in yield on the week as the yield curve flattened. Short-to-intermediate yields have been rising in 
anticipation of rate hikes, largely expected to begin in the summer of 2015, while long-term yields have edged downward due to 
signs of sluggish global growth that are likely to keep central bank lending rates relatively low for a longer period. 
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Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 9.02% 32.21% 15.84% 8.27% 

US Stocks (small)(IJS) 3.03% 39.72% 18.10% 9.67% 

Ex-US Stocks (dev)(EFA) 1.99% 22.62% 17.22% 6.88% 

Ex-US Stocks (EME)(EEM) 8.20% -3.14% 17.32% 11.67% 

US Bonds (AGG) 4.31% -2.15% 4.04% 4.52% 

Global Bonds (FWDB) 6.85% -1.94% 7.83% N/A 

US Bonds (HY)(HYG) 4.97% 5.90% 13.83% 5.00%* 

US REIT (IYR) 20.15% 1.05% 18.36% 7.88% 

Ex-US REIT (IFGL) 7.37% 5.29% 37.32% 7.34%* 

Gold (IAU) 5.91% -27.94% 8.37% 13.17%* 

Commodities (GSC) -2.84% -1.93% -1.73% 5.73%* 

* Data unavailable; standard benchmark substituted 

http://www.nytimes.com/2014/08/23/business/yellen-on-federal-reserve-policy.html
http://economix.blogs.nytimes.com/2014/03/13/labor-market-slack-a-guide-for-the-perplexed/?_php=true&_type=blogs&_r=0
http://www.marketwatch.com/story/soros-not-the-only-big-investor-getting-defensive-2014-08-18
http://rpseawright.wordpress.com/


“The only thing we can say with any certainty is that 

bond returns will be much lower going forward than 

they’ve been since the early 1980s.…Therefore the 

biggest risk bond investors face is misaligning expec-

tations with this reality.”   
 

(Ben Carlson, A Wealth of Common Sense)  

The following recent articles are well 

worth your time. 

 What makes Warren Buffett a great investor? (Farnam 

Street) 

 Don’t fall into the trap of ignoring investment risks to 

chase returns (The Financial Post) 

 Why Your Hot Mutual Fund Probably Won’t Stay That 

Way (The Fiscal Times) 

 No Bubble, No Problems? (Pension Partners) 

 It’s a Chase for Fees (A Wealth of Common Sense) 

Chart Courtesy: The Wall Street Journal 

http://awealthofcommonsense.com/looking-beyond-interest-rate-risk-bonds/
http://www.farnamstreetblog.com/2014/08/what-makes-warren-buffett-a-great-investor/
http://www.farnamstreetblog.com/2014/08/what-makes-warren-buffett-a-great-investor/
http://business.financialpost.com/2014/08/18/dont-fall-into-the-trap-of-ignoring-investment-risks-to-chase-returns/
http://www.thefiscaltimes.com/Articles/2014/08/19/Why-Your-Hot-Mutual-Fund-Probably-Won-t-Stay-Way
http://pensionpartners.com/blog/?p=652
http://awealthofcommonsense.com/chasing-yield-looks-like/?utm_source=feedly&utm_reader=feedly&utm_medium=rss&utm_campaign=chasing-yield-looks-like
http://online.wsj.com/articles/in-stock-market-anxiety-can-be-good-thing-1407963574
http://rpseawright.wordpress.com/

