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Is the Stock Market Arbitrary?
What makes the market move?

by Ryan Gilmer,
Investment Advisor Representative

When you go to the gas station to fill up your about was preserving cash after the market lost over half its
tank, you complete a transaction: you pay value. So, as we can see, investor greed and fear can take
$2.50 for each gallon of gas you want. There the market to values that are substantially different than

is tangible value to what you purchase. what fundamental (rational) value would dictate. This can

happen when the market goes up or when it goes down.
What about your investments? What do you get when you

buy stocks, and who decides what those stocks are worth? Most of the fund managers we use compare the market
price of a stock to its intrinsic value. When the stock is

When you buy 100 shares of Microsoft, you become a part undervalued, they buy. If it is overvalued, they sell. The

owner of the company. Owners are entitled to their share of goal is to use price to your advantage rather than

the earnings (through a potential dividend) and the possibility emotionally chasing after short term market whims.

of their ownership stake increasing in value as the company Stocks have fundamental value that is far less volatile

becomes more valuable (stock price goes up). Of course, than the market.

they take the risk that the company will become less valuable
over time and their ownership stake will become less
valuable. If you own a mutual fund, you own small shares in
tens or hundreds of companies.

The stock market is simply a summation of all publicly traded
companies. The principle behind Microsoft’s value can also
be applied to other companies across the country. Investors
want a place to bid on the earnings that companies produce.
The value of stocks (and the stock market) reflects what all
investors think the earnings of companies are worth at any
given time.

This is referred to as “market fundamentals”—the idea

that there is some fundamental value in stocks, which are
company earnings. Over the long run, as earnings increase,
the market increases. As earnings decrease, the market
decreases.

These fundamentals do apply to the market, especially over
the long term, but there are many other factors that impact
what the market does, especially over the short term. One of
these many factors is “investor sentiment.”

Throughout the late 1990s, investors continued to buy
dotcom companies based partly on fantasy expectations of
earnings and partly because they simply kept going up in
value. Eventually these companies returned to valuations
that were appropriate based on the fundamentals, but not
without a boom and subsequent bust.

In early 2009, investors no longer wanted to own stocks.
They didn’t care about the fundamentals. All they cared
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Meet Our Personal Financial Services Team

Tim Rowsey

CPA, Lead Investment Advisor Representative

Phone ext: 225  E-mail: trowsey@whitcomb.com

Call for: general investment needs, questions on specific
investments and investment performance

Aaron Bates, CFP®

Investment Advisor Representative
Phone ext: 234  E-mail: abates@whitcomb.com

Call for: general investment needs, questions on specific
investments and investment performance

Ryan Gilmer

Investment Advisor Representative
Phone ext: 232  E-mail: rgiimer@whitcomb.com

Call for: general investment needs, questions on specific
investments and investment performance

Deb Hawks

Administrative Assistant

Phone ext: 211 E-mail: dhawks@whitcomb.com
Call for: application forms, address changes,
withdrawals, additional contributions to accounts,
basic account information (balance, etc.)

Cheri Smeltzer
Operations Administrator
Phone ext: 215 E-mail: csmeltzer@whitcomb.com

We are available Monday-Friday to help you with your
financial and investing questions. Call for your FREE
one-hour consultation today!

419- 289-7007 or toll free 1-800-379-7007.
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InForm is published quarterly by Whitcomb & Hess.
Editor: Kim Tanner. Subscriptions are free.

To subscribe, call Mara Morrison at 1-800-379-7007,
or e-mail mmorrison@whitcomb.com with your name,
business name and address.

Whitcomb & Hess is a CPA and Investment Advisory
firm serving individuals and closely held businesses in
north central Ohio. We work closely with our clients
and have devoted our careers to providing them with a
full range of services designed to improve both their
quality of life and their peace of mind.

We are always looking for new clients who fit well with
our firm. For a complimentary 1-hour consultation, call
us today!

OUR CORE VALUES:
We trust in God.
We treat others as we wish to be treated.
We look to the future.
We strive to exceed the expectations
of everyone we serve.
We balance our lives.
We have fun!

If you'd like to find out more about us,
check out our website:

www.whitcomb.com






