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Like Watching the Paint Dry
Have you ever watched a movie or read a book that put you to sleep? It’s a rhetorical question, as all of us have
been subject to a plot that failed to inspire. One word – boring. Well, something similar has been happening to
much of the stock market.
An end-of-June Wall Street Journal story started out this way. “Stock market volatility is near an all-time low(”
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On June 9, CNBC.com reported that one key measure of volatility fell to its lowest reading since late 1993. That
low came just after former FBI Director James Comey’s much-anticipated testimony before a Congressional
committee. Viewed through the narrow lens of the market, investors just didn’t care.
But boring shouldn’t necessarily be viewed negatively. The Wall Street Journal also pointed out that several
major global indexes had their best first-half performance since 2009.
We also see the lack of downside action in the weekly movements of the broad-based S&P 500 Index, which is a
measure of 500 large U.S. companies.

Figure 1 highlights the percentage weekly change in the S&P 500 Index – Friday’s close to Friday’s close.
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Since February 2016, the index recorded just one weekly decline of greater than 2%. That’s 72 of 73 weeks.
According to LPL Research, it’s the longest comparable streak since “61-straight weeks (all less than 2%) ended
in early 1996.
1995 was the last full year the index didn’t have a weekly decline of 2%.
Since 1950, the S&P 500 has averaged six 2% weekly drops per year.”

Chillin’
There have been several reasons for the complacency, including an economy that isn’t rocking the economic
boat, an expanding global economy, a Federal Reserve that continues to signal gradual rates hikes, and global
central banks that remain in a very accommodative mode (though the European Central Bank has hinted it may
eventually shift gears).
One other reason - the lack of stress in the financial system.
Financial stresses became a big issue in the 2008 financial crisis, when credit market seized up and lending
among banks and other institutions nearly broke down. In the aftermath of the crisis, arguments arose over how
to monitor developments in the financial markets.
One useful tool is the St. Louis Fed Financial Stress Index©. It’s hardly a household name, but the index is
designed to measure stresses that may be building in the financial system. It is a compilation of 18 weekly data
series, including those that measure lending in the credit markets, volatility of stock prices, and how investors
view risky debt such as junk bonds.

As highlighted in Figure 2, conditions are quite easy and are near the lowest levels seen since the recession
ended. Values below zero suggest below
below-average financial market
ket stress, while values above zero suggest
above-average financial market stress.

S T. L O U I S F E D F I N A N C I A L S T R E S S I N D E X ©

Fig. 2

6.0

0.1

5.0

0.09
0.08

4.0
0.07

3.0

0.06

2.0

0.05

1.0

0.04
0.03

0.0
0.02

-1.0
-2.0
12/28/2001

0.01
0

12/28/2004

12/28/2007

12/28/2010

12/28/2013

12/28/2016

Data Source: St. Louis Fed, NBER
BER Shaded area marks recession
Last Date: 6.23.17

There are a number of contributors to today’s “relaxed” mood in the credit markets.
Few leading indicators point to a recession at home, corporate profits are rising, and the Federal Reserve is
boosting rates at a gradual pace. In addition, investors aren’t very concerned about weak spots overseas,
including some of the troubled economies in Europe and emerging markets.
Some will argue that complacency precedes volatility, and a more serious downturn in stocks is eventually
inevitable.
We have experienced four downturns in the S&P 500 that were greater than 10% since 2010 per St. Louis Fed
data. However, in the context of an expanding economy, stock market corrections have historically been viewed
as temporary and healthy for the market. That has been the case for such downturns since 2010.
Some will say valuations may be a bit extended, especially in some high-flying
flying tech stocks. However,
successfully timing a selloff and re-entering
entering near the bottom is a feat that is rarely successful. Think of it this
way; predicting stock market turns is like predicting a fumble in a football game. You know it’s inevitable but
even a well-respected
respected sports commentator would come up short try
trying
ing to call such an occurrence.
Long-term
term investment plans, i.e., a financial roadmap, take unexpected detours into account. Markets never
move up in a straight line, but those who try to successfully time the ups and down in stocks rarely find such
moves to be profitable over the longer run.

Please call us if you have questions,, would like to schedule a review or would like to discuss any other
financial matters. (314) 394-2354
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The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly. Past
performance does not guarantee future results.
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The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly. Past performance does not
guarantee future results.
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The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly. Past performance does not
guarantee future results.
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The FTSE Developed ex North America Index is an unmanaged index of large and mid
mid-cap
cap stocks providing coverage of developed
markets, excluding the US and Canada. It cannot be invested into directly. Past performance does not guarantee future results.
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New York Mercantile Exchange front-month
month contract; Prices can and do vary; past performance does not guarantee future results.
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London Bullion Market Association; gold fixing pricing; Prices can and do vary; past performance does not guarantee future results.

Securities, insurance and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC. Additional insurance
insuran
services offered through LEER Financial Wealth Management LLC, who is not affiliated with SagePoint Financial Inc. or registered as a
broker-dealer.
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a solicitation to
buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice.
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Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities and
commodities mentioned in this report may not be suitable for everyone.
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and
guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal and interest
interes by the
federal government. Treasury bills are certificates
tificates reflecting short
short-term
term (less than one year) obligations of the U.S. government.
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there can be no
assurance that the future performance of any investment, security, commodity or investment strategy that is referenced will be
b profitable
or be suitable for your portfolio.
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is
accurate or complete. The information contained in this report does not purport to be a complete description of the securities, markets, or
developments referred to in this material. Any information is not a complete summary or statement of all available data necessary
neces
for
making an investment decision and does not constitute a recommendation
recommendation.
Before making any investments or making any type of investment decision, please consult with your financial advisor and determine
deter
how
a security may fit into your investment portfolio, how a decision may affect your financial position and how it may impact
imp
your financial
goals.
All opinions are subject to change without notice in response to changing market and/or economic conditions.
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We would be honored if you would




Add a name to our mailing list,
Bring a guest to a workshop,
Have someone come in for a complimentary financial checkup.

Please call Chris Hartrich or Eric Rechtin at (314) 394
394-2354 and we will be happy to assist you!

