
 

 

  

 

 

 

 

 

August 24, 2015 

 

Believe It or Not This is Normal 

 

Dear Investor, 
 

 
   

Wow! Just like the weather in Minnesota, the financial markets can change in a hurry.  

  

The markets have been experiencing a high level of volatility over the last several weeks and 

may have hit maximum volatility this morning.  I'm sure you will be hearing about it in the news 

tonight and the newspapers tomorrow. The following factors have contributed to this higher level 

of volatility: 

  

1. Last week, China devalued their currency in hopes of reviving their export driven 

economy.  In addition, lower Purchasing Manager Index (PMI) readings out of China 

indicate their economy may be weaker than advertised. Even the potential of China's 

economy slowing can have a negative impact on global growth.  

2. Here in the U.S., it appears that the Federal Reserve may start raising interest rates as 

soon as next month. Historically, this has created a higher level of volatility.  

3. Additional factors are bubbling up such as the escalation in tensions between North and 

South Korea, the ongoing drama in Greece, and falling oil prices. 

  

Every year the stock market experiences volatility throughout the year. Over the last 35 years, 

the average intra-year decline of the S&P 500 Index, from peak to trough, has been about 14%, 

according to J.P. Morgan. This is a startling statistic, and a reminder that stocks are volatile.  

However, even with this volatility, 27 of these past 35 years have been positive and typically 

produce better long term returns than cash or fixed income investments. 

  

It has been more than four years since we have seen this kind of negative volatility. The last time 

was in the summer of 2011 when Congress was debating the debt ceiling and Standard & Poor's 

lowered the U.S. government debt rating; between July 15, 2011 and August 19, 2011 the S&P 

500 Index lost about 19% Therefore, it is not surprising that we are seeing a decline in the 

markets at this time. 

  

There are a number of factors that the stock market may be overlooking that can contribute to 

ongoing global growth and therefore an increase in the stock market valuation.  Here are a 

couple of things I am watching: 



 

 

  

1. China may implement some type of policy response or stimulus program without notice. 

If this happens the markets could rebound substantially in a short period of time.  

2. The housing market in the U.S. is growing nicely. The trickle-down effect of the housing 

sector has the potential to drive significant ongoing positive economic activity in our 

country.  

3. In addition to the United States, the economies in Japan and Europe are showing signs of 

accelerated growth. 

  

I am anticipating a continued high level of volatility for the months ahead.  I will be monitoring 

the situation very carefully.  Although I believe this is a normal cycle for our markets to 

experience, I understand it can be stressful to experience. If you have questions regarding your 

specific investment strategy don't hesitate to give me a call or shoot me an email. 
   

 

Sincerely, 

 

 

 

 

Mike Ovshak 
CFP

®
 

 

 

 

The S&P 500 Index is a broad-based measurement of changes in stock market conditions based on the average 

performance of 500 widely held common stocks. All indices are unmanaged and investors cannot invest directly into 

an index. 

 

Forward-looking statements are not guarantees of future performance and involve certain risks and uncertainties, 

which are difficult to predict. Past performance is no guarantee of future results. 

 

 

 

  


