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The past does not repeat itself, but it rhymes. ~ Mark Twain  

State of the Market 
Given the precipitous drop in stocks this year, investors and clients are wondering if we’re at or 
near the bottom. I would usually have written this newsletter a month ago and included 
everyone’s year to date returns. However, October became so brutally ugly, so fast, that I 
decided instead to write after month’s end and include 10/31 returns. The following points 
represent my view of where the markets stand currently: 
 
The S&P 500 has dropped 46% from its peak in October 2007 to its 10/27 low point; 34% from 
12/31 to 10/31. This is in line with the worst bear markets going back sixty years. Based on 
historical perspective, we would expect the worst to be over. Still, while history offers guidance, 
it offers no assurances. 
  
Stocks have reached levels that offer real value, given current and future earnings expectations. 
This means that today’s prices should translate to good returns for patient investors. If and as 
prices drop further, stocks only become more attractive long term investments. 
  
Unfortunately, a fair or compelling valuation does not mean that the market will not make further 
lows. In a bear market, final lows are not reached until the desire to sell has been thoroughly 
exhausted, usually through emotional, panic selling. We won’t know it’s over until we observe 
broad, enthusiastic buying. The bottoming process could continue for months. We could see 
further declines, a frustrating sideways pattern or the bottom could have been reached already. 
The markets may also be awaiting further clarity on the Obama presidency. 
 
Aggressive accounts have been partly in cash since summer (moderate and conservative 
accounts proportionately more), meaning we have not borne 100% of the decline. My plan is to 
return to fully invested as the market statistics begin to show the enthusiastic buying typical of a 
new bull market cycle. 
 
Future Plan 
I believe that the mainstream market averages and stocks may offer mediocre returns in the 
next bull market cycle. I don’t anticipate a rah-rah bull market where every stock tip makes 
money and everyone is an expert. We can look to past periods where the market averages 
made very little money for years – such as 1968 to 1982. Just the same, during those periods, 
there were selected industry sectors and regions which made healthy gains. I am optimistic that 



Kay Investments’ active, targeted strategies will prove profitable during the next bull market 
cycle. I am already looking ahead to sectors that may outperform, such as energy services, 
infrastructure, certain foreign regions, medical equipment and yes, financial and banking. 
 
If you would like to discuss your risk orientation or investment model, please contact me by 
reply email or phone. I will be publishing 10/31 year to date returns very soon. 
 

This newsletter contains general information that is not suitable for everyone. The information contained herein 
should not be construed as personalized investment advice. Past performance is no guarantee of future results. 
There is no guarantee that the views and opinions expressed in this newsletter will come to pass. Investing in the 
stock market involves gains and losses and may not be suitable for all investors. Information presented herein is 
subject to change without notice and should not be considered as a solicitation to buy or sell any security. 
 
Use of the S&P 500 (and other Indexes) is for comparative purposes only. The volatility of the Kay Investments Inc. 
portfolios may be materially different from the volatility of the S&P 500 (or other) Index due to varying degrees of 
diversification and/or other factors.  
 
Kay Investments Inc. is an SEC registered investment adviser with its principal place of business in the State of New 
York. Kay Investments Inc. and its representatives are in compliance with the current registration and notice filing 
requirements imposed upon registered investment advisers by those states in which it maintains clients. Kay 
Investments Inc. may only transact business in those states in which it is notice filed, or qualifies for an exemption or 
exclusion from notice filing requirements. This newsletter is limited to the dissemination of general information 
pertaining to its investment advisory services. Any subsequent, direct communication by Kay Investments Inc. with a 
prospective client shall be conducted by a representative who is either registered or qualifies for an exemption or 
exclusion from registration in the state where the prospective client resides. 
 
For information pertaining to the registration status of Kay Investments Inc, please contact us or refer to the 
Investment Adviser Public Disclosure web site www.adviserinfo.sec.gov. For additional information about Kay 
Investments Inc, including fees and services, please contact us for a copy of our disclosure statement as set forth on 
Form ADV. This is also available on the home page of the Kay Investments Inc. website, www.kayinvestments.com. 
Please read the disclosure statement carefully before you invest or send money. 
 


