
  

 

 

This past week has been a wake-up call to investors that the stock market can be volatile at 

times. Already in October the stock market has witnessed five 1% moves up or down in just 

seven trading days versus five total in the previous five months. As of October 10th the market 

has now fallen for a third straight week. According to Wells Fargo, U.S. equities have 

experienced a loss of $750 billion or 4.1% since reaching its peak on September 18th. 

Especially hard hit have been the energy stocks as oil prices have fallen dramatically in the past 

week to under $90 a barrel as a glut of crude, along with the prospect of a slowing world 

economy, caused the sharp decline.  However, lower oil prices may be good news for 

consumers who will benefit the most from falling prices. This “savings” will be spent 

immediately which may be good news for Christmas sales this year. 

Since the recovery in stocks began in 2008 the markets have risen without the volatility that has 

been common throughout the years.  Now with the DOW reaching a high of over 17,300, 

investors are beginning to ease back as increased seasonal volatility, economic uncertainty in 

Europe and China, along with disturbing daily news about Ebola spreading throughout the 

world have taken a toll on investor confidence.  

Like most “perfect storms”  the combination of Ebola, causing a fear that world economic 

activity will slow due to the spreading of the disease especially in Europe, combined with a 

renewed breakout of concerns about the economic health in Europe, has put a fright into the 

market. The ending of quantitative easing this month in the U.S. also increased the negativity 

that is overwhelming the market. 

This past week in Europe the German market was down 4.1%, the French market down 4.7% 

and the Spanish market down 3.7%.  

Growth in Europe has been on the decline this year and is causing friction between the 

President of the European Central Bank, Mario Draghi, and the German Finance Minister, 

Wolfgang Schaeuble.  Draghi wants to loosen monetary policy more if needed and has called on 

those governments (Germany) with room to ease fiscal policy to do so. By contrast, Schaeuble 

warned against U.S. style quantitative easing and urges continued budgetary discipline.  These  
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differences demonstrate the lack of a common front in euro-policy at a period when economic 

conditions continue to deteriorate. Numerous European countries are saddled with 

unemployment reaching over 20%! 

The International Monetary Fund estimates there is as much as a 40% risk of a third recession 

since 2008. The euro area has 18 members making consensus difficult. The Dutch foreign 

minister identified France and Italy as countries that need to shake up their economies. Two 

years ago Socialist President Francois Hollande was elected in France with a mandate to pull 

France out of its financial crisis.  Two years later, tax increases instituted by Hollande, targeting 

wealthy individuals and corporations have fuelled rising discontent in the country, with recent 

polls giving him the lowest approval rating of any French President on record!  The rich have 

fled the country while entrepreneurs and foreign investors have accused Hollande of being anti-

business.  Little wonder France’s economy is suffering.  

The good news or “silver lining” is that the U.S. economy still has not shown any signs of losing 

much economic ground. With earning season just beginning last week it is expected that good 

earnings by U.S. corporations will lift market sentiment.  Analysts predict a 6.6% gain in 

earnings for the third quarter. Several are even more optimistic thinking a 10% gain is possible. 

This week earnings will be in full gear with all major banks reporting their most recent quarter. 

Also next week. Intel, American Express, E-bay and Google report. Richard Stevenson of S&P 

Investment Advisory Services stated “ four out of five times this year, the “buy-on -the-dip” 

investors have rescued the market. Let’s hope it happens once again.   

Do not hesitate to contact me if you feel the need to talk during this volatile period. Click here 

to start receiving the Informed Investor. 

 

http://bit.ly/RMRsignup

