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The Worst of Times and the Best of Times
The year 2009 will be remembered for some 
unfortunate events, such as:

• The passing of a pop legend (Michael Jackson)

• �The sentencing of an investment legend (Bernie 
Madoff)

• The misadventures of a sports legend (Tiger Woods)

By contrast, let’s look at the investment markets 
in 2009. If fiscal year 2008 was one of the worst 
years of our generation for investing (and it was 
truly horrible) then, in comparison, 2009 was a 
miraculous one. It was in 2009 that the decline 
was reversed. Just last winter, the global markets 
were in a deep funk, and panicky investors couldn’t 
sell their investment holdings fast enough. Then 
suddenly the gloom vanished; the market reversed 
course and shot skyward. It’s all been a bit zany and 
awe-inspiring. 

Global economic activity was in a virtual free fall at 
the beginning of 2009 and headed for unseen depths 
with stocks falling to 13-year lows. Then, at the end 
of winter, spring and sunshine entered the markets. 
In early March of 2009, the media-fueled economic 

“Armageddon” was stopped by the coordinated 
efforts of global central banks – an indication that 
Adam Smith’s invisible hand does exist.

Let’s review some of the newsworthy highlights.

January – Nortel filed for bankruptcy, and US 
president Obama was inaugurated.

February – Fear of equities escalated, as large 
companies such as Dow Chemicals cut their 
dividends.

March – The bottom on the 6th marked the 
end of the worst bear market since the Great 
Depression. Believers that a recovery could be 
sustained were few, and when investors should 
have been pouring money into the markets, they 
were fleeing to cash.

April – Chrysler filed for bankruptcy, and US 
Fed Chairman, Ben Bernanke mentioned “Green 
Shoots” – which became the signal for an even 
stronger recovery.

May – Commodities and Canadian banks staged 
a recovery, as the world began to recognize that 
Canada had the best of both.

Summer – To the shock of those investors who 
panicked and ran to GICs and money markets, 
the markets continued to recover at a rapid 
pace. The US and Canadian housing markets 
returned to life with prices and sales moving higher. 
Most companies’ second quarter earnings beat 
expectations.

October – A pause occurred in the rapid pace. 
Australia was the first of the central banks of the 
G20 to tighten monetary policy and start raising 
interest rates; gold prices reached record highs 
on fears of a falling US dollar and the possibility of 
higher inflation.
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November – Acquisitions took precedence; 
Berkshire Hathaway paid $26.3B cash and stock 
for Burlington Northern Railway. Companies 
recognized a good thing when they saw it, and 
share buyback activity increased.

December – Earnings announcements are still 
strong; dividend increases are seen at companies 
such as BCE. All signs of a recovery seem to be well 
in place.

While challenges will always crop up when it comes 
to investing, our analysts feel that the environment 
remains equity friendly. Yes, there are fears of 
inflation and higher interest rates and yes, the 
markets will always be volatile and not suitable for 
all investors.

Lessons Learned from 2009
We believe that, left to their own instincts, the 
majority of investors are “momentum investors”, 
setting themselves up for failure. When the going 
gets tough, investors tend to panic and run to 
safety—that happened in 2009 and continues to 
happen now. Far too many investors sold when the 
market went down. When it goes up and things get 
expensive, they tend to buy. And by doing this they 
persist in repeating their past mistakes.

We should have learned a valuable lesson from 
Warren Buffett, who said:

“Be fearful when others are greedy, and be greedy 
when others are fearful.”

Experts say that amateur investors tend to make 
two basic mistakes: they are swayed by emotion, 
and they assume that recent performance will 
predict the future. Yet it’s not all that hard to 
sidestep these pitfalls with help from classic 
strategies known as asset allocation, portfolio 
rebalancing, and dollar cost averaging. These 
practices mitigated investor losses over the last few 
years, and have an excellent long-term track record. 
But these simple investing techniques are often 
ignored or discounted.

In our opinion, far too many people risk their 
family’s nest egg and future by following their 
emotions, and far too often suffer serious 
consequences that cannot be undone. If there is 
one lesson to learn from 2009, it is to focus on a 
defined investing process and not let emotions sway 
you from that course of action. If you would like to 
review and reconfirm your investing process, please 
contact our office for a review. 

We want to wish all of our clients a very 
happy and prosperous 2010!

“�Be fearful when others are 
greedy, and be greedy when 
others are fearful.”
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