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As long term investors, we seek not to be overly reactive to short term volatility when it presents itself in 
markets from time to time as we have seen this week.  Even so, these events cause us to look closely at 

the fundamental economic data along with the relative performance of various asset classes in order to 
gauge whether to “buy the dip” or to become more cautious with regard to the level of risk in portfolios.  
The price decline today has been driven by weaker than expected earnings at Intel, a soft retail sales      
report, and further decline in energy prices.  With a long holiday weekend ahead and “triple witching”       
options expiration today, traders are closing out positions in high volume which has exacerbated the        
extent of today’s volatility to the downside.   
 
While we are not overly concerned with today’s market action specifically,  there has been a gradual       
erosion of  the bullish trend in stocks over the last several months which we have noted in our Monthly 
Commentary pieces. This has occurred within the context of a fairly solid U.S. economy with a global        
environment that has struggled in the face of weaker demand from China.  As a result, we have                  
proactively reduced the risk budget on the equity side by limiting exposure to small cap and international 
stocks in recent months and have emphasized quality as a theme that will serve investors well over the 
course of the coming year.  This is exactly the type of climate where   a professional money manager can 
manage risk most effectively to insulate clients from the impact of volatile markets.  We do this by       
building well diversified portfolios, through managing the asset allocation on a tactical basis and               
implementing a systematic discipline to objectively evaluate specific holdings. 
 
It is important for us to remain objective and not panic in the face of trying markets.  Earnings reporting 
season ramps up in earnest over the next two weeks which may give the market an opportunity to find a 
short term bottom and bounce back.  For a bounce  to be sustainable, we are going to need more           
evidence that the global economy is stabilizing.  This takes us back to 2016 as a year where a conservative, 
high quality approach will likely serve investors well. 
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