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Concerns are growing about the
strength of the U.S. economy and the
longevity of the bull market. You may
have noticed that “recession” seems to
be the hottest trending topic in the news
these days, with any bit of negative data
being seized upon as a potential canary
in the coal mine. I’ve even written about
the possibility of recession quite a bit in
this space in recent weeks, though my
commentary tends to illuminate the
hard data underscoring modest – but
still positive – economic growth.

As fear and concern grow about the fate
of the U.S. economy and stocks, my
message to you is to look the other way
– literally. If you see a scenario where
economic data and leading economic
indicators point to more growth (check),
where governments and central banks
are posturing for more stimulus (check),
but where fear and negativity are
getting worse in the news and amongst
investors (check), then in my opinion
that’s a clear and classic sign that a “wall
of worry” is building. And, based on
decades of experience in equity
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investing, I can tell you that markets
love to climb a wall of worry.

I’ll pull an example from earlier this
year to help demonstrate the point. Back
in early August, you may remember the
sudden and dramatic August 5th decline
when the S&P shed 3.3% and the techheavy Nasdaq fell -3.8% in a single
trading session.1 In a “Mitch on the
Markets” column just a few days after
the decline, I asserted my belief that the
downside volatility was a correction
(and not a bear market), and reminded
readers that “equity market recoveries
often happen in “v-shaped” patterns,
which means in many cases, the recovery
can happen just as quickly as the decline.”
I urged patience in the face of fear.
As you can see in the chart below,
concern about the U.S. economy bubbled
up as a result of the selling pressure.
Data from Google Trends shows that
searches for recession in the U.S. spiked
at precisely the time the S&P 500
entered a volatile patch:
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Bottom Line for Investors

Source: Google Trends2

In my experience, it is during these
times – when the market goes haywire
and investor sentiment shifts decisively
to the negative – that bottoming
patterns tend to form.
The S&P 500 Over the Last Year (red
line indicates ‘bottoming’ following
August 5)

Source: Federal Reserve Bank of St. Louis3

For long-term investors who ignore the
noise and focus on where the markets
will likely be in 10, 20, even 30 years,
these events often end up being
attractive entry points, in my view. In
the example above, the proof is in the
pudding: it’s only been a little over a
month since the big August 5th decline,
but the equity markets as measured by
the S&P 500 appear to remain in
recovery mode. The S&P 500 ended
August 5th at 2,844 and is trading today
close to 3,015.4
Page 2

To be 100% clear, I do not advocate for
you to seek out volatility and negative
sentiment as a signal to trade in-and-out
of the markets. At Zacks Investment
Management, we do not believe in
short-term market timing. As a client,
you already know that we recommend
giving yourself the best chance at
realizing long-term financial goals by
maintaining exposure to risk assets (like
stocks) over long stretches of time, in the
realm of 20+ years.
The point of making “fear your friend” is
so that as a savvy and experienced
investor, you can see when fear bubbles
form in the news – even as the U.S.
economy continues to grow and
economic data remains solid. When you
recognize those disconnects, between
expectations about future growth and
realities about future growth, it is easier
to resist the urge to make kneejerk
reactions to big down days or in
response to endless media coverage of
recessions and bear markets. We urge
you to keep a steady hand, which in my
view is the key to long-term investment
success.
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DISCLOSURE
Past performance is no guarantee of future
results. Inherent in any investment is the
potential for loss.
Zacks Investment Management, Inc. is a whollyowned subsidiary of Zacks Investment Research.
Zacks Investment Management is an independent
Registered Investment Advisory firm and acts as an
investment manager for individuals and institutions.
Zacks Investment Research is a provider of earnings
data and other financial data to institutions and to
individuals.
This material is being provided for informational
purposes only and nothing herein constitutes
investment, legal, accounting or tax advice, or a
recommendation to buy, sell or hold a security. Do
not act or rely upon the information and advice given
in this publication without seeking the services of
competent and professional legal, tax, or accounting
counsel. Publication and distribution of this article is
not intended to create, and the information
contained herein does not constitute, an attorneyclient relationship. No recommendation or advice is
being given as to whether any investment or
strategy is suitable for a particular investor. It should
not be assumed that any investments in securities,
companies, sectors or markets identified and
described were or will be profitable. All information is
current as of the date of herein and is subject to
change without notice. Any views or opinions
expressed may not reflect those of the firm as a
whole.

complexity of investment decisions, supplemental
information and other sources may be required to
make informed investment decisions based on your
individual investment objectives and suitability
specifications. All expressions of opinions are
subject to change without notice. Clients should
seek financial advice regarding the appropriateness
of investing in any security or investment strategy
discussed in this presentation.
Certain economic and market information contained
herein has been obtained from published sources
prepared by other parties. Zacks Investment
Management does not assume any responsibility for
the accuracy or completeness of such information.
Further, no third party has assumed responsibility for
independently verifying the information contained
herein and accordingly no such persons make any
representations with respect to the accuracy,
completeness or reasonableness of the information
provided herein. Unless otherwise indicated, market
analysis and conclusions are based upon opinions
or assumptions that Zacks Investment Management
considers to be reasonable. Any investment
inherently involves a high degree of risk, beyond any
specific risks discussed herein.
It is not possible to invest directly in an index.
Investors pursuing a strategy similar to an index may
experience higher or lower returns, which will be
reduced by fees and expenses.
The S&P 500 Index is a well-known, unmanaged
index of the prices of 500 large-company common
stocks, mainly blue-chip stocks, selected by
Standard & Poor’s. The S&P 500 Index assumes
reinvestment of dividends but does not reflect
advisory fees. The volatility of the benchmark may
be materially different from the individual
performance obtained by a specific investor. An
investor cannot invest directly in an index.

Any projections, targets, or estimates in this report
are forward looking statements and are based on
the firm’s research, analysis, and assumptions. Due
to rapidly changing market conditions and the

Page 3

September 12, 2019

