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The best thing about working in the investment business is that it is never boring, and the third quarter certainly 

proved that to be true.   The quarter was packed full of interesting and unusual events.  The World Cup 

concluded successfully in Brazil with no major problems, Alibaba, the Chinese internet company went public in the 

largest IPO in history, and acquisitions called tax inversions (an attempt to avoid high U.S. corporate taxes 

through mergers with foreign companies) were all the rage for companies like Abbvie and Pfizer.  The Federal 

Reserve signaled that the economy was gaining traction and that we would likely see an increase in the Fed 

Funds rate in the first half of 2015.   

There were also some disturbing events that kept the markets climbing a wall of worry for much of the quarter.  

The shooting down of the passenger plane over the Ukraine coupled with the aggressive posture of the Russians 

under Putin, the rise of ISIL onto the world stage as a violent and formidable terror organization, the outbreak 

and spread of the Ebola virus in west Africa, the illegal immigrants flooding across our border from Central 

America, and the conflict between Israel and Hamas in the Gaza Strip, dominated the headlines for most of the 

third quarter.  All of these events notwithstanding, the major indices managed small gains for the quarter.  The 

Dow, S&P500 and the NASDAQ were all up +1.29%, +0.6%, and +1.9% respectively.  Interestingly not all the 

indices participated.  For example, the Russell 2000 which is comprised of smaller cap stocks, was down - 7%.  

Despite the turmoil of the third quarter, there continue to be some bright spots for the U.S. economy.  The 

manufacturing renaissance, of which we have spoken frequently in our quarterly letters and on our blog, looks to 

be gaining traction.  Recent data seems to be supporting this possibility with capital spending for industrial 

equipment on the rise, along with orders for industrial machinery.  Reasonable labor costs relative to overseas, 

cheap energy in the form of natural gas, increased automation and a stable form of government are all 

contributors to this renewal.  In addition, interest rates and inflation remain relatively low, and at the close of the 

quarter energy prices were falling, creating the potential to put more discretionary dollars in the pockets of 

consumers. 

We will be closely watching Europe for signs of continued weakness caused by the Russian sanctions, as well as 

slowing in the Chinese economy.  In part, the recent weakness in the price of oil may be caused by a strong 

dollar.  However, it could also be indicative of slowing global growth which could negatively impact equity prices.  

We believe that for now, the positives outweigh the negatives for the stock market, but we remain vigilant as we 

analyze the flow of data in the ever changing investment landscape. 
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