
The Black Swan theory is a 
metaphor that describes an event 
that comes as a surprise and has 
a major effect. BLACK SWANS 
can be positive or negative. The 
development of the computer 

and the earthquake in Japan are such examples. The 
internet is a huge black swan! As professional investors, 
we are continually searching for black swans that morph 
into everlasting stock holdings. Today, we follow the clues 
dropped by companies like TESLA, APPLE and GOOGLE 
concerning the future of transportation, communication 
methods and commerce that change the world forever. 
It’s all about innovation and anticipation. This is how 
we discover long-term investments worthy of driving 
portfolios higher.

OCTOBER 2015

CRUNCH TIME

FALL 2015
NEWSLETTER

The Bull Market that began in 2009 is facing its 
greatest challenge.
The strength of the US Dollar is one of the reasons stocks are 
correcting. It doesn’t have a material effect at home, but does 
negatively impact our exports abroad. American companies 
with substantial revenues overseas face a slowdown, as prices of 
international products appear more attractive. Slower revenue 
growth leads to shrinking profits, which are the ultimate drivers of 
stock prices. In our minds, the prime reason the Federal Reserve 
did not raise interest rates in September was its concern for the 
Dollar getting too strong.
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We remain in DEFENSE MODE but believe the 
correction has created a lot of value. Demand for US 
assets remains quite strong. With all the problems 
across the globe, money continues to flow onto 
American shores, as the strongest and most stable 
market. The US economy continues to grow at a decent 
clip.  The same can’t be said in Europe or Japan. The 
US economy is fairly insulated from foreign pressures, 
but certainly not immune. The recent raucous Market 
activity reflects this effect of globalization.

Our investment strategy remains focused on the US. 
We still see many promising investment themes in Tech, 
Health Care, Sustainable Energy and the Consumer 
space. We see the weakness as very buyable. Many 
small companies earning most revenues in the US are 
particularly compelling. However, we think it’s still too 
early to get excited about bargains but continue our 
research efforts to unearth gems to grow portfolios.

We see the stock market correction running its 
course before year-end. ‘Tis the season... Historically, 
stocks begin to sell off in August, which accelerates 
in September, and bottoms out in October, leading 
to a Santa Rally discussed further on page-2 under 
Consumer Corner.
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BONDS are beginning to look attractive for two 
reasons: Federal Reserve Chair Janet Yellen announced 
that a 2015 interest rate hike is possible. That hope, 
coupled with second quarter gross domestic product 
revising higher to 3.9% and consumer sentiment reports 
came in stronger than predicted. Once more, BONDS 
are reclaiming their rightful role as the ballast in balanced 
investment portfolios. Aside from safety, bonds provide 
a known outcome and predictable cash flow!



Consumer Corner: The Strong Dollar  by Meredith Rosen, Partner

Charting: Perspective by Mike Harris, CMT
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This graphic has served as our roadmap during the current stock 
market correction. Yes, we HELD strong stocks and YES we raised 
cash by taking historically high capital gains and YES we dumped 
weak stocks. But the HEDGES are still in place as markets continue to 
search for a bottom from which to resume the longterm bull market. 
OPTIONS continue to help our portfolios by banking cash to counter 
the stocks’ downward moves.  Please watch our video on Strategies 
and more at bedellinvest.com/videos

Billions of dollars are about to be injected into the US economy as holiday shoppers get ready 
to go to work. The US Dollar has been strong; therefore retailers are able to purchase goods 
from overseas suppliers for less. This will allow them to pass along more aggressive discounts 
during the holidays, if needed. The strong Dollar may also mean more Americans decide to 
spend the holidays abroad this year since European vacations are on sale.

A whopping $616 Billion was spent during last holiday season – that’s more than the GDP of 
Sweden! Of this $102 Billion was spent online. A season once marked by overflowing mall parking lots has been 
replaced by consumers lounging in their pajamas merrily shopping away on tablets and smartphones! Shoppers 
are no longer weighed down with bags at the end of the day, rather they are tracking shipments online and waiting 
for the deliveryman to bring them.  Please watch Meredith’s videos and more at bedellinvest.com/videos

When it comes to the stock market, PERSPECTIVE 
has a calming effect. We are now in the 6th year 
of this Bull market that started in 2009. If you look 
back over the past 6 years, the Equity markets 
as defined by the S&P 500 Index have not gone 
straight up without setbacks. On the illustrated 
chart, I’ve highlighted in yellow all the 10% or 
worse corrections that we have recently survived.

These 4 corrections within this bull market have 
all been quite quick ranging from one month 
to 5. All of them managed to insert fear back 
in the market, suffering through double digit 
percentage price losses. This is exactly what 
corrections do. Unfortunately living through 
corrections real-time is never fun, but by looking 
at the recent examples, they are a necessity to go 
through to continue a longer term Bull Market. 
Corrections build a stronger base from which the 
market can ultimately seek new highs.

Now in October, we are four months into this 2015 correction and as of the price lows reached on August 31st, prices were 
down 14.7%. Both the time and the percentage losses put us closer to the 2011 example. We noticed early in 2015 there 
were a lot of similarities between 2011 and 2015 and as summarized in this newsletter, we have taken a lot of defensive 
action in portfolios via profit taking, selling weak stocks, hoarding cash and aggressively using hedges, especially by 
trading options.

The charts suggest there are lower levels coming in this 2015 correction, but once done, stocks will be buyable for a 
better market ahead. The heavy cash positions and hedges have been built up for exactly this opportunity. If the charts 
and facts change our strategies surely will too.


