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Dear Friends, 

 
At this writing, U.S. large stocks have dropped about 12% from their highs – not exactly a cause for panic.  The 
relative sanguinity of the market for large U.S. stocks belies the fact that most global markets are down 20% or 
more from their recent highs.  Indeed, stripping out the ten stocks that did amazingly well in 2015, most U.S. 
stocks are also down near 20%.  What does this all mean?  A look back into history may give some perspective. 
 
According to blogger Ben Carlson of A Wealth Of Common Sense, if we would have bought “the market” after 
20% drops since 1970, we would have made money within a year in all but two of the last ten bear markets 
(more than 20% drops) since 1970.  Indeed, after five years we would have made money in all ten instances.   
 
Suppose, however, that we were fully invested during the downturn and had but little cash to invest at the 
bottom.  Furthermore, suppose we were not investing for market gains but for dividend growth – the growth of 
the income companies pay us for being shareholders.  We would have made the same from the 20% drop point 
as someone who had invested then.  It’s just that our gains after a year or more would be at least partially 
making up for the losses we took in the down cycle.  For the dividend investor, even in the great depression of 
the 1930’s company dividends were cut far less than the price drops might have suggested.   
 
While it is exhilarating to make big money quickly from the bottom, it’s daunting to think about the courage it 
takes to invest when everyone you know is bailing out, never to invest in stocks again.  Those “bailers” are not 
investors, folks, they are people who came late to the party and invested because others were investing – a 
terrible reason to risk money.  If we invest prudently, avoiding speculative fever, then our best course of action 
will be found in staying with solid investments to have histories of returning cash to shareholders and let the 
market do as it will.  But we will let you in on a little secret.  We are very likely to have some cash to put to 
work at the next trough, whenever that may be.  We have always had some cash reserve at prior market 
troughs and there is no reason to think we won’t repeat that.  
  
In the meantime, we count the dividends we are receiving even as “Rome burns.”  It’s the way of markets to 
overshoot and then undershoot.  In our view, not playing the fool’s game of trying to time markets without the 
proper tools will keep our wealth intact.   
 
Thanks for being with us today.  It’s a pleasure to serve you. 
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The opinions contained in this report represent the author’s current knowledge and are based on sources known to him at the time of 
writing.  Such opinions are subject to change at any time and are presented for educational value.  Any other use, such as investment 
solicitation, is inappropriate and absolutely unintended by the author.  Readers must evaluate information herein presented. 


