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Metathesiophobia 
 
Dear Friends and Clients, 
 
Reversion to the mean… 
 
As I write this letter, The Dow Jones Industrial Average is making a new all-time high of 26,743.  The S&P has been making new all-time highs 
since August and now stands at 2,934.  We predicted both of these events by either Loving, Really Liking or Liking the equity markets since 2009.  
Hopefully, I will not spoil your enthusiasm for reading this letter by telling you nothing has changed… We still “Like” equities. 
 
Unfortunately, I have to admit that it seems unlikely to me that we will be able to call the peak and exit stage left when the time comes.  (Apologies 
to Bert Lahr and Snagglepuss… Heavens to Murgatroyd!)  We do, however, like our chances of keeping you comfortable enough to win the 
equities participation game.  To that end, we will continue to treat your portfolios like gardens: pulling the weeds, trimming the roses, and 
expanding the landscape.  From my point of view, that landscape continues to be quite interesting.  Over the last 50 years, the S&P has generated 
an average total return of 11.76%.   
 
If we shorten that 50-year time frame to the most recent 10 years, we should add some volatility to our universe.  During that period, the S&P has 
generated a 10.30% average annual rate of return, clearly below the long-term average.  Now let’s shorten our universe to the most recent 5 
years.  The S&P now posts a 5-year trailing return of 16.10%, clearly above the long-term average.   What happens next?   
 

Calendar Year 1 2 3 4 5 6 7 8 9 10 

2017  21.80% 16.90% 11.70% 12.20% 16.10% 16.10% 14.10% 14.20% 15.50% 10.30% 

2016  12.00% 6.70% 8.90% 14.70% 15.00% 12.80% 13.10% 14.70% 9.00% 8.70% 

2015  1.40% 7.40% 15.60% 15.70% 13.00% 13.30% 15.10% 8.60% 8.30% 9.00% 

2014  13.50% 22.80% 20.50% 15.90% 15.70% 17.40% 9.70% 9.20% 9.90% 9.40% 

2013   32.00% 24.00% 16.70% 16.20% 18.10% 9.00% 8.50% 9.40% 8.90% 9.10% 

2012  15.90% 9.00% 10.90% 14.70% 4.40% 4.60% 6.20% 6.00% 6.50% 8.70% 

2011  2.10% 8.50% 14.30% 1.60% 2.40% 4.60% 4.60% 5.40% 7.90% 4.90% 

2010  14.80% 20.40% 1.40% 2.40% 5.10% 5.00% 5.80% 8.70% 5.30% 3.50% 

2009  25.90% -5.30% -1.70% 2.60% 3.10% 4.30% 7.80% 4.10% 2.30% 1.20% 

2008   -36.60% -15.50% -5.10% -2.60% 0.00% 4.80% 0.90% -0.70% -1.60% 0.70% 

 
 



The 10-year trail is likely to go up; we lose an abundantly negative return of (-36.50%) and pick up whatever we earn in 2018…my guess is 7.00-
8.00%.  If that happens, we will have reverted right past that long-term average of 11.76% with a 10-year trail of ~14.50%.  Since this is clearly 
higher than the long-term average of 11.76%, it could be argued that this would be a good time to sell stocks and hold cash.  Now look at the 2009 
S&P return of 25.90%...clearly above the long-term average.  As a matter of fact, if the market generates another 7.5% return in 2020, the trailing 
10-year average becomes 12.85%, which might not be enough to move the needle in either direction. 
 
Most clients are aware that we pay a lot of attention to trailing averages as well as reversion to the mean.  When the “current” numbers fall below 
historic averages, we become better buyers; when they start eclipsing the trailing averages, we become better sellers.  Equity returns are 
dynamic, while fixed income returns are linear.  If you buy a 3.25% bond due in 10 years and hold it successfully to maturity…your return will be 
3.25%...no more, no less.  If you buy an equity index, like the S&P 500, which has produced an average 10-year trailing return of 12.40% since 
WWII with a standard deviation of 5.13%, it is likely your return will be equal to the historic average return +/- that standard deviation…66% of 
the time.  
 
The long and the short of this is that fixed income returns are still not competitive with historical equity expectations.  As an investment vehicle, 
stocks have very little competition.  We are, of course, assuming that markets are rational and have a current subscription to the Wall Street 
Journal.  In the unlikely event that this is not the case, it is best we remind ourselves of one of the many quotes attributed to John Kenneth 
Galbraith:  “Markets have the ability to stay irrational longer than investors have the ability to remain solvent.” We can say with great certainty 
that we don’t know what the future holds.  We do, however, know that our clients rarely fire us for missing highs and lows but do appreciate our 
ability to keep them fully invested over the long term.    
 
The underpinnings of a correction… 
 
During 2018, the current bull has taken more than one direct hit, courtesy of natural disasters, political upheaval, and financial crisis.  Over the 
next 10 years, it will probably take a few more live rounds.  Hurricanes with names like Irma, Gordon, Florence and Michael delivered knockout 
punches to our Gulf Coast and should be considered Category “Whopper” by anyone’s grading system.   We can’t forget the Hawaiian and 
Guatemalan Volcanos…Indonesian earthquakes and tsunamis…California wildfires and Japanese mudslides.  If you lost a home or a loved one to a 
natural disaster, it became up close and personal; for that we have great sympathy.  For the most part, the US economy and culture abides.   
 
Political upheavals have been frequent, noisy and, for the most, part relatively minor… Trump’s erosion of Obama’s multilateralism, the 
unraveling of the Paris climate accord, rejection of the Iran nuclear negotiations, neutering of the United Nations Security Council, and Brexit each 
held center stage for a while this year.  Potus had a bro-mance with Putin, claims to have denuclearized the Korean peninsula, recognized 
Jerusalem as the capital of Israel, and said goodbye to cabinet member Nikki Haley plus 24 others.  We have a new NAFTA accord in process, and 
the Mexican Wall is probably still a bone to pick.  Government and the markets seem to truck right through these distractions, so we have no 
choice but to characterize them as relatively minor. 
 
The great financial crisis, characterized by the collapse of Lehman Brothers and the bailout of AIG, are now 10 years in the rear view mirror.  
When these events are unexpected, they leave a mark.  To the surprise of no one, Sears declared bankruptcy this week and the markets didn’t 
miss a beat.  No subterfuge at the current time to the best of my knowledge; we are not chewing on a set of highly negative financial practices.  
“Too big to fail”: certain institutions being deemed indispensable, evolved into “a set of moral hazards.” These are events that occur when people 



are protected from the repercussions of taking on too much risk.  Many think that the recovery from the great recession was too slow and 
extremely impotent.  The tax reform of 2018 has poured ether into the carburetor, and we now have an economy sporting 4.0% growth.  
Unfortunately, that caught the eye of the Federal Reserve and the cost of money has risen in response.   
 
Unemployment is now at 3.7%, which inspires us to think that everyone that wants a job has one.  Last month, Amazon raised its minimum wage 
from $11.00 to $15.00 per hour.  They removed some incentives in order to do it, but at that rate, a 40-hour work week will generate an annual 
salary of $30,000.  It won’t cause these folks to open accounts at P&A, but it will produce a little more than twice the Federal minimum wage of 
$7.25.  On the other hand, mortgage rates have risen from 4.00% to 5.00% this year.  In order to avoid making the same mistake twice, applicants 
have to have income in order to qualify…imagine that.    
 
In order for any of these categories to generate a correction (down 16% followed by up 19%), at least two or more negative events have to occur 
at the same time.  One off just isn’t enough.  At the current time, the three categories we monitor are pretty benign.  If you add our list of natural 
disasters to political upheavals and then blend in the economic disasters that might be waiting in the wings…you barely get enough news to knock 
Potus and his Twitter account off the front page.  
 
 As per paragraph 1, written on 10/08, the markets were making all-time highs.  Unfortunately, it was a volatile week; the Dow made an all-time 
high on Monday, and it is off 1,660 Dow points or 6.21% on Thursday.  Need some good news?  If the market loses 6.21% per week, it would be 
down 322.92% after 52 weeks or -84,660 Dow points.  Clients tend to be pretty savvy people, so they know that a 25,052 point index can’t lose 
84,660 points.  Not overwhelmingly good news; however, this type of correction has happened to us more than once, so we devised a simple 
algorithm to deal with it.   
 

- Make a list of the recent and potential natural disasters that can affect the market. 
- Quantify the potential political upheavals that are currently leaning on the market. 
- Get your arms around both negative and positive financial issues at play. 
- Annualize a scenario for positive or negative performance and then divide by 2.  If you come up with a number that is easy to deem “un-

sustainable,” the information at hand is incidental.  If your number can be sustained, it is fundamental.   
 
Experienced investors tend to go with the fundamental flow and trade against incidental hills and valleys…as Starkist said to Charlie…we’re 
looking for tuna that tastes good.  The information being generated by today’s markets is, without a doubt, incidental.   Do not fear a market 
projected to drop by -322.92% over the next 12 months; this is obviously an unsustainable rate of change.  Investigate longer-term opportunities 
in lieu of cash, rebalance and reconsider asset allocations.  It is highly likely that this is a buying opportunity. We continue to “Like” equities. 
 
Metathesiophobia… 
 
This is a word you don’t see often…the fear of moving or making changes.  Its origins are Greek, with one of the major moving parts Latin… 
 
Meta: Greek meaning “fear” 
Thes: Latin meaning “setting” 
Phobia: Greek meaning “fear” 



 
Symptoms… 
Anxiety, Depression, Fatigue, Pain and Stress 
 
Results… 
These people find it very difficult to act…on anything 
 
Remedies… 
Do something.  Clients of ours are free to call us up and ask for a review at any time.  We can take accounts apart and put them back together again 
on a dead run.  Based on our review of your account, we may recommend some selling, some buying or perhaps no action.  We can also tell you 
when your most recent review was and describe the activity that occurred at that time.  In this case, doing nothing can be an action plan.  Chances 
are you will feel better if you do this.  With a little effort, we can probably help you address other issues that might have you stymied.   
 
Remember, we don’t profit from activity; the only way we make more money is if you make more money.   
 
 
On behalf of the P&A team, 

_    ^       
James S. Pittenger, Jr,    Dan Anderson 
Chairman/CEO     President  
CFP®      CFP® 
 


