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I love numbers. I find them fascinating – always have and probably always will.  I like Excel 
spreadsheets, the more the better.  My friends always give me the job of splitting the bill and  
determining the tip in restaurants.  When I watch an old movie, usually something from the ‘80s, I 
review its box office versus its budget.  My mom reminded me that when I was in first grade I kept 
track in a little notebook of every home run hit in the major leagues.  I even love knowing facts 
about numbers, like in the last 33 years of the Illinois Pick Three Lottery; 33 times the winning 
numbers were 0-0-0. 

 

February 2nd of this year was my 20th anniversary with Responsible Investment Group.  My  
interest in numbers made it second nature for me to check to see how the markets performed on 
the day I began my career. I was richly rewarded for my curiosity.  The markets hit historic  
milestones that day. The S&P 500 closed up 2.1% at 1,001, the first time it closed over 1,000.1   
The Dow Jones Industrial Average (DJIA) performed even better, up a whopping 2.5% on  
February 2, 1998.2 

 

Twenty years later, on February 2, 2018, the S&P closed at 2,771 and was down exactly 2.1% on 
the day. Not only that but the DJIA was down…you guessed it!...2.5% on the day.3  Amazing that 
the precise market percentage changes on my first working day and 20th anniversary would be 
exactly the same but in the opposite direction.  Note, however, that while the percentage changes 
were the same, the actual point changes were significantly different.  In 1998 a 2.5% move on the 
DJIA was 201 points. That same move today is 665 points.  It’s important to keep in perspective 
that higher market levels result in larger point movements up and down.  Throughout these 20 
calendar years, the S&P has been up more than 15% for nine years, in negative territory for four 
years, and for seven years it fell somewhere between 0-15%.4 

 

On January 23, 2018 LPL blogged that we were currently experiencing the “longest streak ever 
without a 5% stock market correction,” 395 trading days and counting. The last pullback of 5% or 
more prior to that date followed the Brexit vote in June 2016 when the S&P 500 Index fell 5.3%.5 
Historically we see three 5% pullbacks annually so we were way overdue for the February  
pullback.     
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As I have mentioned in prior reports and also in recent meetings and conference calls with you, I 
felt that market valuations seemed a little bit ahead of themselves and I reasoned it would be  
prudent to be a little bit more cautious.   

 

The U.S. economy has generated some very good news recently:  a decent employment report 
showing 200,000 jobs created in January; another report showing that year-over-year wages rose 
2.9%, the highest rise since the recession; and, of course, the major tax alterations generally  
welcomed by the markets.6  Sometimes news that is good for the overall economy might not be 
good for the stock market though. 

 

Worries are now starting to creep in about increasing inflation.  Market concerns stem from:   

 

 Possible changes to the monetary policy, i.e., Federal Reserve might increase interest rates 
quicker than had been expected.   

 Increased corporate and individual borrowing costs if interest rates go up more than expected. I 
learned this first hand when I was trying to refinance my house this year.  When I started the 
process a few weeks back, the 30 year mortgage rate was at 4.00%.  Today, the 30 year rate is 
at 4.50%.  This coincides with the 10 year US treasury yields rising from just below 2.4% to near 
2.85% (the highest rates in over 4 years). 

 Employee wages make up a large percentage of a company’s expenses.  Wage increases are 
of course good for employees but increases are typically passed on to consumers in the form of 
higher prices.   

 Recently enacted massive tax cuts for corporations will enable them to retain more of their reve-
nues, a boon to shareholders, but the resulting loss of government revenue aggravates our 
mounting national debt burden. 

 The government will need to borrow more since out-of-control government spending habits are 
not being addressed. The bipartisan budget bill just passed last week will increase annual  
deficits about $1 trillion annually, requiring the government to borrow more at higher rates.   
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Too much stimulus may put the economy in danger.  I do not currently believe that the market down-
swing and increased volatility indicate the beginning of a recession.  An impending recession would 
typically generate lower inflation expectations, not the higher ones we are currently  
experiencing.  On the other hand, I continue to recommend being cautious in this market environment.   

 

On a side note, historically midterm elections tend to be accompanied by quite a bit of volatility.   
Since 1950 the midterm election years have seen the largest average intra-year pullbacks for the 
S&P.  Please keep this in mind and rest assured that I am carefully monitoring all such matters. 

 

Please reach out to me if you have any questions or concerns.   

 

      Sincerely,  

 

 

 

      Gregory Bork Jr. 

      LPL Financial Registered Principal 
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Investing involves risks, including the loss of principal. The economic forecasts mentioned may not 
develop as predicted and there can be no guarantee that strategies promoted will be successful. The 
opinions voiced in this material are for general information only and are not intended to provide  
specific advice or recommendations for any individual. All performance referenced is historical and is 
no guarantee of future results. All indices are unmanaged and may not be invested into directly. 

 

 


