
Special points of 

interest: 

 Small caps continue to 

underperform, with 

34% of the Russell 

2000 below their 

200-day moving 

average, the lowest 

level since 2011. 

 The big news wasn’t 

directly in the 

markets. 

 Airstrikes began against 

ISIS, with other 

countries joining with 

the U.S. in the effort; 

where this will lead 

nobody knows. 

Most of the market price action this week was bad in the 
aggregate despite news, while not great, that was hardly ugly. In 

general, equities were off two percent, commodities nearly one 

percent, and bonds (other than U.S. Treasuries) were down 

too. Perhaps more disconcerting was the wild ride, with little 

in the way of trend. 

 

But the key market news of the week was not directly market-

related. With the aid of five Arab countries, airstrikes against 

ISIS were begun by a coalition of countries with, of course, the 

U.S. in the leading role. Since nobody thinks this will be a short 

adventure and nobody thinks that airstrikes alone will get the 

job done, where this leads is anybody’s guess. 

 

The juiciest news of the week was “Bond King” Bill Gross leaving PIMCO, the behemoth fund manager he co-founded, before he 

could be fired on account of poor recent performance and for basically being a megalomaniac (at least according to a variety of 

published reports). Since most of his long career has had the good fortune of corresponding to the greatest secular bond market 

rally in history, Janus will now find out if Gross can manage bonds successfully in less than favorable market conditions.  

 

The most important news wasn’t news at all except to the extent that it established what nearly everybody thought without 

clear confirmation. The headline is essentially that the Fed is more likely to suck-up to big banks than to regulate them. 

“Regulatory capture” is a constant concern across industries, but the problem is much greater than that. There isn’t space here 

to give the issue justice, but much more needs to be said and done in this area. 
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Market YTD 2013 2012 5 Years 

US Stocks (large)(SPY) 8.65% 32.21% 15.84% 15.96% 

US Stocks (small)(IJS) -1.29% 39.72% 18.10% 15.91% 

Ex-US Stocks (dev)(EFA) -0.94% 22.62% 17.22% 6.87% 

Ex-US Stocks (EME)(EEM) 2.39% -3.14% 17.32% 4.06% 

US Bonds (AGG) 4.00% -2.15% 4.04% 3.86% 

Global Bonds (FWDB) 5.09% -1.94% 7.83% 0.88* 

US Bonds (HY)(HYG) 2.33% 5.90% 13.83% 8.79% 

US REIT (IYR) 12.50% 1.05% 18.36% 14.67% 

Ex-US REIT (IFGL) 0.96% 5.29% 37.32% 7.92% 

Gold (IAU) 0.94% -27.94% 8.37% 3.95% 

Commodities (GSC) -7.00% -1.93% -1.73% 12.33% 

* Data unavailable; standard benchmark substituted 

http://www.bloomberg.com/news/2014-09-27/gross-loses-pimco-power-struggle-with-stunning-exit.html
http://www.propublica.org/article/carmen-segarras-secret-recordings-from-inside-new-york-fed
http://rpseawright.wordpress.com/


 

“Of the hundreds of due-diligence reports that were written on Pimco up until El-Erian's 

departure, how many of them talked about potential cultural conflict? How can it be that 

we have all these eyes on an organization and that nobody got wind of the fact that 

there was something organizationally that wasn't right? If you can’t get that awareness, 

you’re putting your faith in a process that doesn’t deliver the goods.”  

 
Tom Brakke (to Investment News) 

The following recent articles are well 

worth your time. 

 What You’re Vacillatin’ Between (Above the Market) 

 Bill Gross out at PIMCO (Bloomberg) 

 REITs Prune Their Portfolios (The Wall Street Journal) 

 The Finer Points of Hedging...Or Not (The Capital Spec-

tator) 

 Decaying Beliefs (The Research Puzzle) 

The Map of World Wealth 

Chart Courtesy: Worldmapper 

http://www.investmentnews.com/article/20140926/FREE/140929928/advisers-blindsided-by-gross-departure-as-pimco-faces-rebuilding?utm_source=Daily-20140926&utm_medium=in-newsletter&utm_campaign=investmentnews&utm_term=text
http://rpseawright.wordpress.com/2014/09/26/what-youre-vacillatin-between/
http://www.bloomberg.com/news/2014-09-27/gross-loses-pimco-power-struggle-with-stunning-exit.html
http://online.wsj.com/articles/reits-prune-their-portfolios-in-shift-back-to-basics-1411512456
http://www.capitalspectator.com/the-finer-points-of-hedging-or-not/
http://www.capitalspectator.com/the-finer-points-of-hedging-or-not/
http://researchpuzzle.com/blog/2014/09/23/decaying-beliefs/
http://www.worldmapper.org/display.php?selected=170
http://rpseawright.wordpress.com/

