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Historians have been fascinated by the recent story about the 

exhumation and reburial of King Richard III, who was originally buried 

within the site of the former Greyfriars Friary Church in Leicester, 

England in 1485. The story began with the discovery of his remains in 

September 2012, and following extensive anthropological and genetic 

testing, Richard III, the last English king killed in battle, was ultimately 

reinterred at Leicester Cathedral on March 26, 2015. In a not-so-subtle, 

but timely literary reference, we might be tempted to quote Shakespeare 

from Richard III: Now is the winter of our discontent, made glorious 

summer by this sun of York. Taking Shakespeare somewhat figuratively, 

the vexatious winter of our discontent has finally begun to relinquish its 

grip on the nation, but its effect has been felt on the broader economy 

and stock market in this first quarter of the new year.

If the economy has shown resilience in fending off one blow after 

another since the Great Recession began in 2008, a slowing right 

now comes at a complicated point in time in the global recovery. In 

addition to the horrendous weather, the chaotic winter has had other 

contributors: an extremely strong dollar impacting exports, slowing 

growth in China, European economies (other than Germany) on the 

ropes, commodity prices collapsing, higher taxes from Obamacare 



now showing up in 2014 individual tax returns, unimpressive industrial production numbers, 

and the perception that the Fed is about to hike interest rates. There are other factors, of course, 

such as the chaos in the Middle East, the lack of direction in the US as a global force, and the 

incredibly strident conversation in our domestic politics.

Adding up all the negatives 

mentioned above, one can see why 

the stock market has had such a 

rocky, volatile start to the year. With 

all the triple digit daily swings we 

have experienced in the larger stock 

market averages, the first quarter 

is nonetheless flat, but feels like it 

has been a painful ride. Perhaps the 

most controversial issue the market has been contending with is the Fed’s plans to “normalize” 

interest rates. Debating when “take-off” will occur has become the new parlor game for Wall 

Street talking heads, and it is spooking investors to expect even more volatility in stock prices. 

So, what to do?

We go back to our original premise that we have held for some years now: this will be a long-

lasting expansion and bull market because the speed of acceleration from the depth of the Great 

Recession has been slow and plodding, keeping interest rates lower for longer. Current economic 

data is mixed, at best. Some progress is apparent in employment statistics, but many of these 

jobs are essentially low-paying service jobs. Larger corporations are not expanding and hiring 

because there are enormous government-imposed costs associated with adding employees. The 

first quarter earnings announcements will be impacted by weather-related issues and the strong 



US dollar, but there is also a sense that corporations are reluctant to make the big capital 

investments to expand their businesses just yet. All this suggests to us that the Fed will not 

soon make any dramatic moves to increase 

interest rates and may well wait until 2016 to 

begin the process.

This basic overview informs our investment 

policy, which continues to seek out large 

capitalization dividend-paying companies, 

retain a somewhat defensive selection of 

industry groups, and look for opportunities 

to invest cash reserves in the volatile down-

drafts that seem to occur from time to time. 

Investors who have been participants in the 

markets for some years will obviously recall 

that we have been in an historic bull market 

since the bottom in 2009, and it must be clear 

that nothing goes straight up. Not having had 

much of a correction during this period, it is 

not unusual to see this backing and filling in 

stock prices right now.

We remain vigilant of some developing issues that could further exacerbate market volatility. 

The threat of deflation, as we have referenced for years, remains a problem. Deflation is not easy 

to correct, and central banks are doing everything in their playbooks to counter that insidious 

global trend. The strong dollar is also something to watch closely. Prices of our exports go up 
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(and become less competitive) with a strong dollar, and if the Fed were to raise interest rates 

prematurely, that would only serve to increase the upward dollar trajectory, as more money 

would flow into US Treasuries from abroad. And, without overstating the obvious, global 

hotspots continue to concern investors in this tightly-linked world.

On the whole, we reiterate our more optimistic outlook. Successful investing requires a long 

term view, and with the overarching economic trend line in our favor in the United States, large 

capitalization dividend-paying companies have great appeal to us in this market environment. 

Within the framework of rates being lower for longer, we believe that the year will turn out to 

provide another positive one for investors’ total return. As always, though, we wait and watch 

carefully.


