THOUGHT FOR THE WEEK

HAS THE EASY MONEY BEEN MADE?

SYNOPSIS
•
•
•

Articles online question if the “easy money” has
been made in the stock market
These stories have been around for several years
and provide little value
There is nothing easy about investing in stocks
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EASY MONEY
An investor contacted me this week concerned about an
article she had seen online that interviewed a prominent
investor who believes that the “easy money has been
made” in the stock market. Intrigued by such a claim, I
performed a google search on this exact phrase, and the
following article appeared at the top of the list.
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This sort of fearmongering is incredibly frustrating
because it works so well. Any article with a headline that
claims a billionaire investor is bearish will most certainly
tempt readers to click and learn more from someone
who is really good at making money.
Out of morbid curiosity, I spent some time analyzing
the rest of the search results and noticed an interesting
pattern. A nearly identical article appeared each year
going back to 2013 (a year when the S&P 500 returned
more than 30%). I just had to know how the S&P 500
performed since these warnings were issued, so I took a
few of the search results and calculated the performance
in the S&P 500 from the date published through January
31, 2018.
Starting at the bottom, had investors run to cash on
December 10, 2013, they would have likely missed out
on a 70%+ return in just over four years. Had they sold
on September 20, 2015, sitting out on the 51%+ rise
in the S&P 500 in only 29 months would be even more
painful.
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Simply put, even the best investors are wrong more
times than right, so warnings like these should always be
taken with a grain of salt.

IMPLICATIONS FOR INVESTORS
Stories on “easy money” in stocks have been around for
several years, and they have always made my blood boil
for three reasons.
First, these articles that talk about easy money always
seem to do so in hindsight. As in, it has already
happened rather than it is going to happen. I even
googled to see if there were any articles titled, “The easy
money is about to be made,” and unsurprisingly they
were few and far between.
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Second, I question the true intentions of those quoted
because there is a tendency for them to “talk their
own book.” Meaning, those who predict stock market
weakness are frequently positioned to profit if a crash
were to happen.

“Stories on ‘easy money’ in
stocks have been around for
decades…”
There are also those pundits who are constantly bearish
and make a living off of a broken clock being right twice
a day. Perma-bears carry no weight with me unless they
can show me a time in the past where they made a
bullish call and was ultimately correct. Only then can I
consider them to be impartial.

https://www.google.com/search?q=the+easy+money+has+been+made
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Third and most important, there is nothing “easy”
about investing in stocks. It has never been easy, nor
will it ever become easy in the future. If it was easy,
then everyone would be a billionaire. Building wealth
requires a tremendous amount of patience, discipline,
education, and experience, and none of these are easy
to acquire.

THE BOTTOM LINE is that stories like these and
the attention they receive will most certainly persist for
years to come, but a quick performance check and some
intuition is all that is needed to challenge their efficacy.

SINCERELY,

Mike Sorrentino | CFA
Chief Investment Officer
Global Financial Private Capital
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