
For those wondering about 

our title, it refers to the 1962 
Broadway play “A Funny 
Thing Happened on the Way 
to the Forum”. 

This play (part farce, part 
slapstick and part musical) 
centers on an aspiring slave 
in Roman times who 
schemes to gain his freedom 
by helping his shy young 
master win the heart of the 
pretty girl next door.  

As you can imagine, a host 
of unexpected events ensue 
from the opening scene to 
the finale. For those who 
have not yet had the pleas-
ure of seeing the play, the 
1966 film adaptation with 
Zero Mostel and Jack Gilford 
is wonderful and also marks 
the final film appearance of 
silent film star Buster Keaton. 

Alas, I digress…or do I? 
No, not really. 

That’s because a funny 
thing happened on the way 
to the much ballyhooed equi-
ty market meltdown. Indeed, 
the funny thing is it didn’t 
happen. Or to be even more 
accurate, it started to hap-
pen, then stopped and re-
versed. In movie parlance its 
called ‘comedy’ and in fi-
nance it’s called a ‘whipsaw’.  

On Sept 18th, the S&P500 
index level stood at 2011. On 
October 15th, less than 30 
days later, it had dropped 
6.9%. By Halloween’s eve, 
the index had regained 8.2%, 
thus recovering its entire loss 
to close at an all-time high. 

The situation is was virtually 
identical with Japan’s Nikkei 
225 equity index.  

However, several other 
equity markets experienced 
just partial rebounds. This 
included Europe, Hong Kong 
and Canada. The Canadian 
S&P/TSX Composite index 
peaked on Sept 3rd, dropped 

by 11% 
and then 
rebound-
ed 5.25%. 
The in-
complete 
recovery 
was due 
to weak 
commodi-
ty prices 
particular-
ly oil and 
gas, plus 

a slow growth economy. 
Hong Kong’s rebound was 
muted due to student pro-
tests and fears about China’s 
response. And in Europe, the 
region continues to be mired 
in economic weakness which 
put limits on the rebound. 

One nagging question 
comes to mind;  what trig-
gered global equity markets 
to drop suddenly? 

Although there is no hard 
evidence to support the fol-
lowing statement, I believe 
part of the recent sharp de-
cline in equity markets was 
due to investors belief about 
being able to time the next 
correction. Over the last few 
months, a quick review of 
newspapers, media and fi-

nancial websites showed  a 
lot of talk about an imminent 
correction. Did some eco-
nomic event triggered the 
volatility? Or were investors 
influenced by the idea that a 
crash was likely to happen 
soon? Was this just an ex-
ample of global self-fulfilling 
prophesy? It’s quite possible! 

Historically, we know mar-
kets can, and occasionally 
do, collapse by a significant 
amount. Predicting the timing 
of these events is (i) very 
hard to do, or (ii) impossible, 
or (iii) achievable only by 
sheer, blind luck. 

So when market pundits  
make bold or grandiose pro-
nouncements about the fu-
ture, what do most seasoned 
investors do?  

Well, for institutional inves-
tors, the answer is simple. 
They ignore the hype and 
continue investing according 
to their long term target as-
set mix, hard as that may be.  

However, this is not true 
for individuals. Many smaller 
investors believe market tim-
ing can significantly increase 
their wealth. However, the 
evidence is overwhelmingly 
against them. Their misguid-
ed belief can get them into 
all sorts of trouble.  

So a funny thing happens 
on the path to gains from 
market timing…..it destroys 
the wealth it seeks to find. As 
the play’s opening song aptly 
claims, “Tragedy tomorrow, 
comedy tonight”.   
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ASI — What we do: 

Alternativ Solution Inc. (ASI) 

offers advice on capital market 

issues for institutional clients 

on an assortment of topics 

ranging from strategy, risk 

management, asset allocation, 

manager selection and manag-

er assessment. Our expertise 

covers both active vs. passive, 

as well as alternative assets. 

The firm also provides advice 

and  education to Boards or 

Trustees.   

ASI is focused on asset and 

liability sides of the pension 

matter. Our main objective is 

to help plans achieve their 

goals.   

Mr. Klar is a faculty member 

at the Schulich School of Busi-

ness and an senior advisor to 

York University’s $1.9 billion 

pension plan. 

....Cheers, GMK 


