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Market volatility during the third quarter was at its highest level since the financial crisis.  This, combined with global 

equity market sell-offs, should understandably leave investors questioning the cause of the market action and the 

outlook for the remainder of the year and into 2016. 

There are many underlying reasons for the market turbulence, and they all seem related.  First is that China is showing 

signs of economic weakness with every data point that is released.  In August, they unexpectedly depreciated their 

currency, the Yuan Renminbi, which caused our market to sell off sharply.  As China transitions from an industrial based 

economy to a consumer based economy, it has caused commodity prices to weaken worldwide. Because of this, 

countries dependent on solid commodity prices for those they produce and export, such as Canada and Australia, have 

shown economic weakness.  The strong dollar and strong euro have put further pressure on commodity producing 

emerging economies.  The Fed’s September decision to delay its first interest rate hike in nine years, due mostly to 

global deflation worries, adds more uncertainty about the long term effects of easy monetary policy by our Fed and the 

ECB.   High yield and corporate credit spreads have widened, especially those of commodity based companies here at 

home, while sovereign debt problems are affecting both emerging markets and developed economies.   

As a result, the S&P 500 closed out the quarter down 6.44%, the Dow was down 6.98%, and the 10-year Treasury 

yield is at 2.06%, falling from 2.38% at the end of the 2nd quarter. 

Despite unrest in the markets here and abroad, the U.S. economy is sound, but not anything to be excited about.  

Recent economic data shows that we continue to grow slowly, which could allow for an extended economic cycle along 

with low interest rates.  Employment and housing are strong, cash on corporate balance sheets remains high, and 

lower prices at the pump gives the consumer an added boost.  With the recent 6.95% pull-back year-to-date for the 

Dow, valuations are not as stretched.  

Looking ahead, the biggest risks to U.S. stocks remain a continuation of a global slow-down and weakness in the global 

commodities markets. A Fed move on raising interest rates will happen sometime, but its uncertainty is enough to 

cause worry about its timing. Furthermore, any economic and political implications of the Syrian refugee crisis are 

difficult to gauge, but it is clear that Russia intends to become part of the power structure in the Middle East.  Entering 

earnings season, we could have further cause for market volatility, which can also create opportunities.  As recent U.S. 

economic data indicates and with no signs of inflation, it’s difficult to see that a recession is coming any time soon.  

However, we continue to watch all of these data points closely, and try to take advantage of opportunities as they 

arise. 

We look forward to speaking to you soon, and scheduling a quarterly meeting at your convenience. 
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