
It’s funny how sometimes one thought leads to another… 
and sometimes comes full circle. March 9th 2009 is consid-
ered to be the low point of the great correction and several 
weeks ago the press commemorated the date’s tenth anni-
versary. At that time CNBC also commemorated the so 
called “Haines Bottom”- named after Mark Haines, a CNBC 
anchor at the time who presciently called a market bottom 
on air on March 10th 2009. On the 9th, the Dow Industrials 
had closed at 6547; three years later the Dow had nearly 
doubled and stands this afternoon at a staggering 26,258. 
Amazingly, on a long-term chart the great recession now 
looks like a mere blip. Mark Haines made quite a call and I 
remember sitting in our office that morning over ten years 
ago watching CNBC and listening to Mark as he said it. 

Those were gloomy days in 2009 and looking back on the ten years since then I think we must 
give full credit to our own Federal Reserve as well as the central banks worldwide for taking 
aggressive and novel actions to boost liquidity and lower interest rates- which enabled the 
world economy to lift itself out of the gloom to the heights we see today. Over the past decade 
I’ve written many times about the Fed’s control of short-term rates (old-school) and the ma-
nipulation of longer rates through quantitative easing (QE, new-school) and I’ve also shared my 
concerns about the length and scale of the Fed’s intervention.  

 

 

 

 

 

 

 

https://www.federalreserve.gov/monetarypolicy/bst_recenttrends.htm 
 

Indeed, as seen in the chart above, ten years out the fed still holds just under $4 trillion in as-
sets accumulated under QE. Even today the Fed Funds Rate is still very accommodative at only 
roughly half of what it was just before the meltdown in July 2007. Amazingly, Bloomberg re-
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ported on March 29th that an estimated $10 trillion is still invested worldwide at negative interest rates- that is, inves-
tors with $10 trillion of capital believe that it is prudent to pay the bank to hold their assets. Surely, to review the finan-
cial history of the past decade is to watch the overarching and continuing power of the central banker. Like a financial 
“big bang,” the remnants of post 2009 central bank intervention are still everywhere in our financial universe. 

When reminded about the Haines Bottom the other day, I began to ruminate about the past ten years to sum up and 
finalize the decade in some sort of mental historical context. To put it in a small box, we’ve had an amazing market re-
covery to be sure- despite the fact that GDP growth (since recovering from a -4.7% growth rate in 2009) has been mod-
est and range bound- broadly between +1% to +3% since 2010.  
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Interest rates have remained low as well and it does seem that the post ’09 mantra of “lower for longer” (I always 
thought of that as referring to both interest rates and GDP!) remains with us today. 

I was brought full circle not long ago when I was considering my thoughts about the market cycle from last November 
through Q1 of this year. Throughout 2018 the Fed had been raising the short-term Fed Funds Rate in several ¼ point 
moves- the last one coming in December. Additionally, it had been steadily reducing its balance sheet holdings by $50 
billion per month- which is the same as quantitative tightening (QT). By December, the publicized game plan going for-
ward was continued Fed Funds increases (the “dot plot”) and QT on autopilot. Concurrent with that and for a variety of 
reasons, the stock market began to sniff out some worldwide GDP deceleration and a simultaneous corporate profit 
slowdown going forward. Needless to say, present the equity markets with higher interest rates, lower liquidity, and a 
profits squeeze and you will get a correction every time- and that’s what we saw in the second half of Q4 2018. 

Yet on December 26, 2018 the markets began to rally (one of the largest single day rallies in history) and they stand to-
day near all time highs. What happened? Again, we look to the Fed. It is widely believed that the Fed received the De-
cember market message and realized that it had become more hawkish on rates than the market could bear. Chairman 
Powell’s next public appearance featured a much more dovish tone, the various Fed Governors concurred, and the 
hawkish dot plot for 2019 seemed to evaporate. All else being equal, present the equity markets with more liquidity and 
lower rates and you will generally get a rally. 

So, ten years on, we find ourselves substantially better off, stronger economically, and wealthier; but in the very same 

spot, in some ways, as we were in 2009- beholden to the Fed and still living with the aftershocks of the central banks’ 

“Big Bang.” Wall Street’s cliché is: “You can’t fight the Fed.” To understand the recent past and to perhaps prognosticate 

about the future, we must likely look no further than that. 
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Should we change our asset allocation? We hear this question more often from cli-

ents anytime the market corrects and the answer is always: it depends.  When recom-

mending and implementing a long-term investment portfolio we first assess the cli-

ent’s risk tolerance and risk capacity.  The more widely known term, risk tolerance, is 

defined as the amount of risk an investor is comfortable taking or the amount of un-

certainty they are able to handle. An investor’s risk tolerance varies based on age 

(time horizon), income (cash flow) and financial goals. Risk capacity is the amount of 

risk an investor must take in order to reach their financial goals or how much money 

they need their investments to make.  Somewhere in between risk tolerance and risk 

capacity is an asset allocation that balances the emotions of investing with financial 

needs.  

 So why do we so often feel the need to change our asset allocation? Oftentimes 

there is a life event that occurs (i.e. retirement, divorce, birth of a child) that causes a 

client to want to change their investment strategy. However, as your investment advi-

sor and financial planner we can help clients navigate these events without having to 

drastically change the long-term plan.   

Other times we see investors’ financial plans go awry when behavioral biases cause 

them to overreact to short-term losses. If an investor is less tolerant of risk they are 

more likely to feel the need to make a change during times of volatility.  Sometimes a 

change is warranted if the asset allocation doesn’t accurately reflect the client’s risk 

tolerance. However, reminding yourself of the plan and your required rate of return 

during market declines will help avoid the knee jerk reaction to change a long-term 

investment strategy. 

If we know that markets historically are self-correcting and move upward over the 

long-term, why do we feel the need to change our investment strategy at the worst 

times? Because people are perfectly irrational at making decisions about money.  And 

also there is one thing that is certain in an uncertain market – the media will always 

magnify the not so positive news causing many investors to lose their bearings.  Me-

dia outlets flood investors with “breaking news” data each hour in an attempt to keep 

viewers glued to their channel.   

Did you know that the original producer of CNBC’s “Fast Money” with Jim Kramer was 

Susan Krakower who over her career helped program “The Jerry Springer Show” and 

“The Maury Povich Show”? Krakower was quoted in 2008 saying “she believes she 

can capture that emotion when programming for investors about money.” Business 

news networks flourish on investors availability biases which is the tendency to over-

react to attention grabbing events. So, the next time you find yourself glued to the 

Breaking News headline on Squawk Box because the jobs report was slightly lower 
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than expectations remember that the network’s ratings rely on the drama.  Network ratings thrive on keeping investors’ 

emotions somewhere in between fear and greed.  

Therefore, when a client asks “when should we change our asset allocation”, the answer is very much, “it depends”. It de-

pends on what is driving the change. It is common that investors feel the need to change asset allocation when an emotion-

al response is triggered during market volatility or political uncertainty. Just as emotions cloud judgement in our everyday 

lives, so does market volatility when creating long-term financial plans. Hence, it is our job to stand in between our clients 

and the market.   

 

 

 

 

 

 

 

 

 

 

 

 

We like to remind clients that while not every market correction is the same, they are normal and we are prepared for 

them. On average, we can expect three 5% pullbacks per year, one 10% correction per year and one 20% correction every 

three years.  Over the short term, the market will fluctuate and sometimes deliver losses. But over the long term, the mar-

ket has trended upward and has historically recovered from global economic crises.   

Successful investing requires a logical, disciplined process.  Believing that current economic conditions will last forever can 

cause an investor significant returns by waiting on the sidelines or trying to time the market.  A 1997 study by Louis Harris & 

Associates for Liberty Financial cited that 42% of investors would sell if the market fell by 25%, but only 20% would buy after 

a 20% decline.  In order to accurately time a market correction an investor has to be right twice – when to sell and when to 

buy back in. To date, no investor has ever been able to time the market over the long term.  

U.S. stock market returns represented by total return of S&P500 Index.  Past performance is no guarantee of future results. 

It is not possible to invest in an index. First three dates were determined by best five-year market return subsequent to the 

month shown. Sources: Ibbotson, Factset, FMR Co. Fidelity Asset Allocation Research Team as of 3/31/15.  


