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The summary below is provided for educational purposes only. If you have any thoughts or would like to 

discuss any other matters, please feel free to contact me. 

 

A Milestone and Turkey Talk 

 

It’s been a long-running bull market. Born in the depths of the Great Recession, the current bull market, as 

measured by the S&P 500 Index, has sidestepped a bear market since bottoming on March 9, 2009 at 676.53 

(St. Louis Federal Reserve). A bear market is generally defined as a 20% drop or more. The widely followed 

index closed August 31 at 2,901.52 (WSJ). 

 

On August 22, the current bull market extended its run to 3,453 calendar days (CNBC), taking the crown 

away from the previous champion, the run-up of the 1990s – see Figure 1. In some respects, it’s just a date. 

But it’s also a milestone. 

 

 
 

As Figure 1 illustrates, lengthiest doesn’t necessarily mean best performing. That title still resides with the 

October 1990 – March 2000 bull market. It’s trough-to-peak return totaled 417% vs today’s run, which 

through August 31, has amounted to 329%. 

 

More importantly, investors who have adhered to a disciplined approach that includes a diversified stock 

portfolio have been rewarded.  
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Sure, there have been times when the bulls have been knocked off balance. Greece, European financial 

woes, China anxieties, and the collapse in oil prices forced corrections of at least 10% since 2009. 

 

An uptick in Treasury bond yields earlier this year pushed investors to the sidelines. What may have been 

a modest dip turned into a 10% correction when products tied to market volatility exacerbated selling. 

 

While some sectors have suffered, trade frictions also caused jitters but have yet to trigger a significant 

slowdown in the U.S. Given strong profit and economic growth, low interest rates, and low inflation, 

investors have once again focused on the medium- and long-term drivers of stock prices – the favorable 

economic fundamentals. 

 

Let’s talk Turkey 

From time to time, a tremor from an overseas incident reaches our shores and impacts our markets. In most 

cases, when we look back at the event, it barely creates a ripple at home. It’s a footnote in market history 

few remember. 

 

Russia’s invasion of Ukraine four years ago was a one-day market event. The U.K.’s Brexit vote in 2016 

jarred investors for a couple of days, but that was about it. Europe’s financial turmoil in 2011 created waves. 

But in each case, none of these incidents caused significant harm to the U.S. economy.  

 

In each case, cooler heads prevailed, and longer-term investors, those who stuck with a disciplined approach 

and avoided the temptation of an emotional response, were rewarded. 

 

That leads us to the nation of Turkey. Problems have been simmering for a long time in Turkey. Last month, 

U.S. investors reacted when President Trump tweeted he wanted to double steel and aluminum tariffs on 

the struggling nation. It was like lighting a match in an already parched forest.  

 

 
 

The lira, which has already begun to sag, quickly extended losses – see Figure 2. The Financial Times 

reported the European Union was concerned that some banks might have too much exposure to Turkey, and 

shorter-term investors were quick to react – at least for one day. 
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It’s not that a currency crisis can’t lead to what’s called “contagion,” when a financial crisis in one corner 

of the globe spreads. We saw that in 1998 when Russia defaulted. But odds of such an event are low. 

 

Turkey’s problems have been in the making for years. It has borrowed too much money – much in dollars 

– to grow its economy. If borrowed in dollars, interest accrues in dollars, and loans must be repaid in dollars. 

Rising U.S. interest rates and rising inflation in Turkey conspired against the lira.  

 

A lower lira means it’s costlier to convert lira into dollars, i.e., the debt level effectively rises, making 

repayment more difficult. In turn, a crisis of confidence develops, encouraging foreign investors to dump 

the lira, and a vicious downward cycle ensues. 

 

Issues in other troubled areas also bear watching. Argentina comes to mind. But bottom line, it was a one-

day selloff that amounted to less than one percent, and attention quickly returned to the positive economic 

fundamentals. 

 

As we approached the end of August, the S&P 500 Index, the NASDAQ Composite, and a number of other 

key indexes rose to record highs (MarketWatch, various sources). 

 

Index Aug return* 2018 YTD Return % 
DJIA1 +2.61 +5.04 
NASDAQ Composite2 +5.71 +17.47 
S&P 500 Index3 +3.03 +8.52 
FTSE Developed 
ex North America Index4 

-1.88 -4.52 

Bond Yields Yield - % a/o Aug 31 & Change* Yield - % a/o Dec 29, 2017 
3-month T-bill 2.11      +0.08 1.39       
2-year Treasury 2.62       -0.05 1.89       
10-year Treasury 2.86       -0.10 2.40            
30-year Treasury 3.02       -0.06 2.74        
Commodities Aug 31 Price & Change* Year end 2017 
Oil per barrel5        $69.80                +1.04 $60.42 
Gold per ounce6    $1,202.45               -18.50 $1,296.50 

Sources: U.S. Treasury, MarketWatch, St. Louis Federal Reserve, CNBC 

 

Given the negative headlines generated by trade frictions and emerging market woes, economic growth + 

profit growth + low interest rates have gone a long way in underpinning stocks.  

 

If you have any thoughts or comments, please feel free to reach out to me. 

 

Warmest Regards, 

 

  Jeremy R. Hofer 
 

Share! 

It’s OK with us if you would like to share the Market Update with your friends, 

family and neighbors. We love meeting new folks! 

 



 

It is important that you do not use this e-mail to request or authorize the purchase or sale of any security or commodity, or to 

request any other transactions. Any such request, orders or instructions will not be accepted and will not be processed. 

 

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. 

 

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 by the federal government. Treasury bills are certificates reflecting short-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 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 for making an investment decision and does not constitute a recommendation. 

 

Before making any investments or making any type of investment decision, please consult with your financial advisor and 

determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 

may impact your financial goals. 

 

All opinions are subject to change without notice in response to changing market and/or economic conditions. 

 
1 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. 
2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance does not guarantee 
future results. 
3 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. 
4 The FTSE Developed ex North America Index is an unmanaged index of large and mid-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. 
5 New York Mercantile Exchange front-month contract; Prices can and do vary; past performance does not guarantee future results. 
6 London Bullion Market Association; gold fixing pricing; Prices can and do vary; past performance does not guarantee future results. 
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