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Nexus Notes 
      December 2013 

Friends, 

 It’s happening again.  The average investor was invited to the U.S. equity party in 2008 and 2009 by way of 

the huge decline in the stock market that created a rarely seen generational buying opportunity.  Now, after a 

doubling of the market as measured by the S&P 500 index*, they’ve decided to accept the invitation.    

Bad timing.  According to Investment Company Institute data, stock funds saw an inflow of $148 billion in 

the first 10 months of 2013 after five years of money outflows.  Is it any wonder that Dalbar, Inc. reports that for the 

twenty years ending 12/31/2012 the S&P 500 Index averaged 8.21% a year while the average equity fund investor 

earned a market return of only 4.25%?  Study after study shows when the stock market goes up, people pour money 

into equity mutual funds.  When the market goes down, they pull money out.  They’ve essentially bought high and 

sold low.     

 Strategic movement.  While one might wonder why people don’t stay fully invested in equities, there are 

valid reasons not to be.  First, being fully invested in U.S. equities exposes an investor to high volatility.  Some 

investors do not have a tolerance for that type of volatility.  Secondly, a pursuit of a diversified portfolio may dictate 

movement to and from U.S. equity exposure.  This type of disciplined movement has nothing to do with emotional, 

reactionary movement in and out of equities. 

 We are in the midst of a very long bull market, though it is not the longest.  That title belongs to the run 

between 1990 and 1997.  The current bull run has seen two 10%+ corrections (2010 and 2011) and has not had a 

meaningful correction of greater than 10% since.   History shows that the longer a bull run lasts, the more frequent 

10%+ corrections become.  Expect a correction.  When it comes, consider it an invitation to the party. 

 

Note:  I was reviewing my December 7, 2012 Nexus Notes as I wrote this installment.  In it I referenced Congress’ 

grappling with the “fiscal cliff” and I wrote, “Going over the fiscal cliff may have a psychological impact at first 

which may lead to a market downturn.  On the other hand, with the certainty that this may bring, it may have a 

positive impact on the market.”  As we know now, we did fall over the fiscal cliff only to find that the certainty of 

spending cuts coupled with the Fed’s easy monetary policy provided the wind beneath our wings and helped us soar 

above the jagged rocks below.  As of this writing, we are facing the potential easing of the Fed’s policy of easy 

money.  Once again, uncertainty has crept into the markets.  Some analysts believe that when the Fed eases, interest 

rates will rise and the markets will react with a selloff.  Other analysts believe that the Fed’s easing will signal that 

the economy is finally improving which will help corporate earnings and further extend this market rally.  Stay 

tuned. 

 

I wish all of you a safe and happy holiday season. 

 

*The S&P 500 is an unmanaged index.  Investors cannot invest directly in an index. 

          

  

René                    8303 Laurelhurst 

210-621-7652          San Antonio Tx 78209 

Rene.ruiz@nexusfinancialsolutions.com  

mailto:rene.ruiz@nexusfinancialsolutions.com

