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Waiting for the Next Apocalypse

As we end the first quarter of 2017, the financial 
markets seem relatively calm and the financial media 
has been strangely absent of any major economic or 
financial crisis.  

But if we wait long enough, we are bound to hear or 
read about the impending doom.

After all, as of March 31, 2017, the U.S. equity market, 
has returned upwards of 20% in the last twelve 
months and has a compound average annual return 
of approximately 20% over the last 5 years1.  We 
shouldn’t assume we should be expecting equities to 
do that again over the next twelve or sixty months.

As we have often observed, the U.S. equity market 
has experienced an average pullback of about 14% 
during the calendar year (a peak-to-trough decline) 
since at least 19802.  (See attached chart)

Thus, we expect some kind of a hiccup along those 
lines about every year, although it can never be timed. 
(You may remember that the last one was about 11%, 
in the first six weeks of 2016. The one before that was 
about 13% in the late summer of 2015.)1

What could the apocalypse du jour be in the months 
ahead?  Perhaps something that has been seldomly 
discussed in the past few years…..inflation.

 

Interest rates have gone back up appreciably in recent 
months; industrial commodity prices are trending 
back toward their old highs, which is usually a sign 
of stronger economic growth; even gold has had kind 
of a mini-flurry since about Christmas time. Put 
these straws in the wind together, and it may not be 
much longer before you start hearing the “I” word—
inflation—on the six o’clock news.

Should the market take a breather just when the 
media starts pushing an inflation narrative, there is 
no need to run for the hills.  These natural short-term 
corrections should be viewed as a portfolio rebalancing 
opportunity rather than a dramatic change to a 
long-term strategic asset mix. And remember your 
personal financial goals should always be the driver of 
any change to your long-term asset mix.

However, if the fears of inflation become mainstream 
media and too much to bear and/or the extent of any 
market correction starts bothering you, perhaps it’s 
time to turn off the television set.  

Call us, or better yet come see us for a sense of 
reassurance that the world is not ending anytime soon. 

This too—whatever “this” happens to be at any given 
moment—shall pass. 

Assante Capital Management Ltd.
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management
Returns are based on price index only and do not include dividends.  Intra-year drops refers to the largest market drops from a peak to a trough 
during the year.  For illustrative purposes only.  Returns shown are calendar year returns from 1980 to 2016.

• 28 out of 37 years were positive
• Average intra-year decline: -14.2% and there were double digit declines in 20 of the last 37 years
• The average return over the entire 37 year period was 8.5% and the cumulative return was 1,788%
• “In the short-run, the stock market is a voting machine but in the long-run it is a weighing machine.” 

Benjamin Graham 
• Embrace the wisdom of uncertainty


