Volatility

W

e conduct quarterly technical research to
determine which investments compare
favorably to various benchmarks. The charts
below reflect one of several metrics we analyze,
the rolling 3-year average rate of return for each
quarter from the past 15 years.
You’ll notice the red S&P 500 chart indicates
the
“irrational exuberance” of the 1990’s, the

subsequent bear market bottoming out in 2002,
and then the bull market that gave way in 2007 to
the most recent trough.
















V

olatility. We’ve all become quite a bit more
familiar with this word over the past couple of
years, and the angst it brought into our lives.





























One year ago, the headlines were predominately
negative, if not ominous. Morningstar reported just one
(yes -1) U.S. equity mutual fund with a positive return in
2008! (FVALX—0.40%) The S&P 500 10-year average slid
into negative territory for the first time ever. From October
2007 to March 2009, the S&P 500 dropped 57%.
What a difference a year makes! During 10½ months
from March 2009 to January 2010, the S&P 500 rebounded
68%, it’s fastest recovery off a bear market low since
1938. Inventories are showing significant depletion, the
demand for labor is increasing, and the overall tenor of the
headlines is dramatically more positive.
We’re not out of the economic woods yet, and it’s
unreasonable to expect that 2009 stock market returns
will repeat themselves in 2010. However, the overall
investment sentiment and outlook are extraordinarily more
resolute than they were a year ago.
The winds of volatility will likely continue to blow. Thank
you for your patience as we work together to adjust the
sails in the ongoing effort to meet your financial goals.
Sincerely,


















In contrast, the green and blue
charts represent two funds with
comparitive benefits.
1. Lower volatility… The
difference between their highs
and lows is less than the
difference between the highs
and lows of the S&P 500.
2. Less Pain… The length and
depth of declines during the
two bear markets are lesser
than those of the S&P 500.
3. Higher Returns… The overall
returns—both total and
annualized—are greater than
the S&P 500.
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John D. VanDyke












These two funds aren’t appropriate for every investor’s situation,
but they illustrate the kind of performance that can be culled
from among thousands of investment choices. We will continue
to monitor your existing holdings and possible alternatives in an
effort to help you reach your financial objectives.

