
KWAG December Update 
 
Over the last few weeks, our investment committee has purposefully gone back and reviewed 

our monthly updates and newsletters over the last several years. (These can be found at 

www.thekielygroup.com by clicking on the Client Communication tab). Even though we’re the 

ones who wrote them, the process proved illuminating because it forced us go back and relive 

what we’ve been through in recent years—and marvel at how far we have come in such a short 

period of time. Since the low point of the market in March 2009, large company stocks, as 

measured by the S&P 500 index, have more than doubled (gaining 109%) while small company 

stocks, as measured by the Russell 2000 index, have gained a remarkable 139%!  

 

A Juxtaposition 

The above results seem even more astonishing when juxtaposed with the economic news being 

reported in the media over the last few years. If you followed only the financial news reports 

each day, without looking at what was happening to stock prices, you would be hard-pressed 

not to conclude that we were in the midst of the next Great Depression. We know bad news 

sells, but it’s gotten to the point where we rarely turn on CNBC anymore—and when we do, it’s 

usually only to see what our clients are being exposed to. Yet, just when we thought the “news” 

couldn’t possibly get any more over-the-top, CNBC came out with a real-time Fiscal Cliff 

countdown clock, as if it’s only a matter of time until the country (think Thelma and Louise) 

drives off a cliff to our economic demise. Seriously?  

 

As financial advisors, it’s especially troubling to see such rampant sensationalism in the 

television media since we know many individual investors will buy into it and be driven to make 

costly, ill-conceived investing decisions. Most people already struggle with creating a large 

enough nest egg at retirement, so they don’t need irresponsible, sensationalistic journalists 

making things even more difficult for them.    Fortunately, there are still some intelligent, well-

reasoned financial reporting available in the print media, but even there you need to be 

selective and focus on those with excellent long term track records. 

 

Bad News Sells 

This leads us into the next thing that struck us as we read through several years of KWAG 

updates - there is never a shortage of bad news to sensationalize and promote, all in the name 

of generating advertising revenue which pays the monthly bills. Over the last three years, the 
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financial media has essentially freaked out over every conceivable problem, no matter how 

mundane or inconsequential to investors.  At some point in the last several years, they’ve been 

worked into a full-blown panic over a wide variety of topics, including; the threat of 

hyperinflation; the threat of deflation; massive trade deficits; a weakening dollar; uncontrolled 

federal deficits; high unemployment rates; high tax rates; collapsing real estate prices; 

problems in China, Iran, and Israel; the Arab Spring; a double-dip recession; the debt ceiling; 

Europe’s demise; the Asian bird flu; and several hurricanes. Need more? We’ve also heard them 

wax unpoetically about tsunamis, cheating scandals, trading scandals, currency manipulation, 

Federal Reserve policy, and the debt downgrade. According to the financial media, most of 

these issues were at one point or another poised to short-circuit the economic recovery and 

drive the global financial markets down into the abyss.  

 

And yet, global companies continue to thrive, grow and report record cash flows. In fact, 

corporations are as healthy as they’ve ever been, as reflected in their stock prices, their 

balances sheets, and the meteoric rise of the market indexes since the 2009 market lows. Take 

a minute to breath in (and reread) the previous paragraph…and then compare that with the 

stock market, which has more than doubled over the same time period!! We hope this puts the 

“fiscal cliff” in perspective… 

 

Of course, many probably wonder how stock investments could be this good, when the news 

we’ve heard over the last 3+ years has been so bad? Obviously, at first blush, the reports of our 

impending demise were greatly exaggerated. 

 

Common Sense 

When we take a few minutes to examine healthy companies and an overly pessimistic media 

from a broader perspective, the reason for these seemingly diametrically opposing views comes 

down to two simple truths.  

 

First, economically things are not as bad as the media makes them out to be. If they were that 

bad, why have our financial markets rebound so quickly and significantly? Remember, the 

media has a vested interest in making things sound as dire as possible. Bad news creates 

advertising revenue and advertising revenue pays the bills. Or, as we put it back in a 2008 

newsletter, “If it bleeds it leads.”  The bottom line is that the media focuses on negative news 

to the exclusion of almost everything else because that’s what grabs the attention of viewers. 

The unfortunate result is a very one-sided and overly pessimistic view of the world. As if that 



weren’t enough, they’re also prone to gross exaggeration in their coverage of the issues and 

quite adept at creating a false sense of urgency. In the broadcast media, journalistic integrity 

seems to have long ago met its demise at the hands of the almighty advertising dollar. Inciting 

fear in order to attract viewers may not be ethical, but it is clearly profitable. Somewhere, 

Walter Cronkite is turning in his grave… 

 

The New World Order—But Probably Not The One You Think… 

Conspiracy theorists and late-night talk radio hosts like to obsess over the prospects of a “new 

world order”, in which they depict a globe ruled by a single totalitarian government. What 

they’re missing is the fact that the globe is rapidly moving in the exact opposite direction—

away from a cold-war era world divided by concrete and barbed wire and toward a world of 

independent, democratically governed nations. In fact, the new world order that is emerging is 

one based on capitalistic principles and, as predicted by Winston Churchill following World War 

II, is increasingly governed by “the principles of justice and fair play.” Change takes time, of 

course, and there are inevitable growing pains, especially where new democracies begin to 

emerge from decades of rule by tyrants and dictators. However, there is no denying change is 

rapidly occurring, where the global economy takes center stage over the US economy…which is 

all but ignored by our hyperbolic domestic media.  

 

Corporate America’s Wisdom 

Fortunately, our domestic corporations embraced this new world order long ago and in many 

respects are dominating their foreign peers. Today, investors need to look well beyond their 

borders to assess the prospects for the companies they hold in their portfolios. Unfortunately, 

the financial media often tends to focus exclusively on issues related to the domestic economy. 

What they (our media) apparently fail to understand is that our economy is local, but our 

corporations are global, meaning the domestic economy and domestic corporate profitability 

are no longer joined at the hip. The media also fails to recognize that America’s corporations 

are run by some pretty smart people, who long ago decided they would not be held hostage by 

our crazy political process and have therefore built robust business models that are largely 

unaffected by the domestic political process and short-term economic storms. So if you want to 

know why Corporate America continues to thrive amidst all the chaos, you clearly need to look 

beyond our borders and beyond short-term events, especially as reported by an overzealous 

media that places selling ads above integrity.    

 

Known versus Unknown 



The second simple truth is tied to how markets price securities and the news that drives stock 

prices over time. Events that lead to significant dips in financial markets (like we saw in 2008) 

are driven by economic surprises, with the term “surprise” indicating that the information was 

previously unknown and unanticipated by the market. When Lehman Brothers failed in 2008, 

we were suddenly hit with a plethora of previously UNKNOWN information. In essence, we 

learned that many of our large financial institutions had exposures to a new class of 

unregulated (thus unknown) securities, called mortgage derivatives. Because these securities 

were new, complex, and unregulated, there were no accounting rules stipulating how 

exposures to these instruments needed to be reported on corporate balance sheets. Thus, for 

the most part, they weren’t reported on balance sheets. The size and depth of investment 

banks exposures to unregulated mortgage derivatives surprised everyone at the time. When 

Lehman Brothers failed, no one knew which major player might be next, because no one knew 

what exposures any of the financial intuitions had to these unknown securities. Thus, there was 

no way to assess the relative levels of riskiness. In other words, these UNKNOWN risks created 

a crisis in confidence with respect dealings with the largest financial institutions on the planet, 

creating an environment where no one trusted anyone else. Gripped by this fear of the 

unknown, the global financial system ground to an abrupt halt and over the course of three 

weeks the stock market cratered, with indexes falling by roughly 33%.      

 

No Real Surprises Today 

The economic events we face today are much different than those we faced in 2008. Unlike the 

2008 crisis, all the major risks are well-known—and they have been for some time. For 

example, we know exactly when the fiscal cliff deadline is and we know exactly what could 

happen if it is not met. In fact, we’ve known all of this for several years now. The markets are 

fully aware of these risks as well, and have therefore already priced these known risks into the 

current stock and bond prices. In addition to knowing what will happen if the fiscal cliff 

deadline is not met, we also know there are a variety of balanced and achievable solutions that 

would very quickly make the problem go away. Thus, the fiscal cliff is really more of “fiscal 

nuisance”… 

 

Unless you’ve been purposely ignoring the news, you also know that in addition to the fiscal 

cliff we have ongoing challenges regarding the economy, austerity in Europe, the deficit, and 

the various accommodative strategies established by the Treasury and Federal Reserve. 

However, none of these issues are unknown or surprising. Keep in mind it is surprises (or 

unanticipated events) that move financial markets. In today’s economic environment, we’re 



dealing with the known as opposed to the unknown and that distinction is critical.  Known 

issues are factored into stock prices, meaning they aren’t the kinds of things that cause 

significant market declines and meltdowns. While it’s true that we face a variety of economic 

problems - just like we always do - we also know a lot about them and we know what needs to 

be done to address them. Corporations know this too, of course, and have built this knowledge 

into their business plans, which is one reason why global companies continue to thrive even 

during turbulent times.  

 

So while we may personally not like some of the economic issues we currently face, or some of 

the players involved in trying to deal with these events, none of this has much of a long-term 

effect on vibrant, well-run global companies. The truth is they will continue to grow over the 

long run regardless of what happens in Washington. And, as long as capital remains inexpensive 

and accessible; global labor remains abundant; technology continues to drive productivity and 

innovation; and global markets remain open; publicly traded companies will continue to thrive, 

just as they have over the past several years. 

 

In Sum 

So if you’re feeling panicked over all the news coverage regarding the fiscal cliff, we’d like you 

to step back and take a few moments to think about your portfolio logically. In fact, we’d like it 

even more if you went back and reread some of our previous newsletters and updates, which 

encouraged you to look beyond the short-term economic “crisis of the month”. The truth is, 

long-term investors have always been (and will continue to be) rewarded for patience. Today, 

Corporate America is thriving and, given the new global economy, is poised to continue doing 

so for a very long time.  

 

Unfortunately, bad news sells…and those who buy into the media-created hysterics and horror 

stories associated with virtually every short-term crisis that comes along usually regrets it. 

Remember, significant market dips are driven by UNKNOWN events, not by the well-known 

economic issues we face today. Think about it, if the smart money on Wall Street was really 

worried about what’s going on (or not going on) in Washington, they would have sold off long 

ago. What they’re confirming by their inaction is the same thing we’ve been preaching for as 

long as we’ve been managing money—that in order to make money over the long-term you 

need to behave like a long-term investor. This means not getting panicked by short-term news 

and events and making decisions you’ll later regret. It also means using the inevitable (and 

completely normal) market dips to your advantage by rebalancing your long-term portfolios.  



 

Happy Holidays & RMD’s 

We wish everyone a truly joyous holiday season.  Our year-end office hours will be altered a 

little due to the Christmas and New Years holidays. On December 24th - 26th our office(s) will be 

closed. On Monday, December 31st and Tuesday, January 1st, 2013 our office will also be closed. 

However, we will be checking our phones and e-mails regularly, in case there is an emergency. 

 

Required Minimum Distribution (RMD) letters have gone out to all clients that were required to 

take them for the 2012 calendar year.  If you have not returned yours, we encourage you to do 

so as soon as possible.  If you have any questions about your RMD, please feel free to contact 

Katie Burr or your Advisor. 

 

We wish all of you a very HAPPY HOLIDAYS!   

 

- Joe & The Gang at KWAG 
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This e-mail is confidential and may well be legally privileged.  If you have received it in error, you are on notice of its status.  Please notify us 

immediately by reply e-mail and then delete this message from your system.  Please do not copy it or use it for any purposes, or disclose its 
contents to any other person.  To do so could violate state and Federal privacy laws.  Thank you for your cooperation.  Please contact Kathryn 

Burr  at 877-366-5623 or e-mail katie@thekielygroup.com  if you need assistance.   

Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be profitable.  Past 
performance may not be indicative of future results.  Please remember to contact Kiely Wealth Advisory Group, Inc. if there are any changes in 

your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or 

services.  Please also advise us if you would like to impose add. or modify any reasonable restrictions to our investment advisory services.  A 
copy of our current written disclosure statement discussing our advisory services and fees continues to remain available for your review upon 

request. 
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