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October 25th, 2021  
 

A Thousand Marbles… 

It was only a short three weeks ago that the S&P 500 was in the throes of a correction, with investor fear and 

anxiety levels approaching what historically coincided with economic recessions and deep equity bear 

markets.  Well, that didn’t last long as the Dow and S&P 500 are back to making new all-time highs, the 

Nasdaq is just a snick below its all-time high from early September, and the Russell 2000 Small Cap Index 

has also joined the rally party.  It’s hard to pin down precisely what was the driving force behind the recent 

move, but even if you knew the answer, that is less relevant than focusing on what has changed and what 

might matter going forward.   

 

For starters, sentiment has improved dramatically with the Fear & Greed Index moving up from just above 

its low point for 2021 to just below its high point of the year.  Recall that sentiment should be viewed 

through a contrarian lens – when investors are greedy, a lot of good news is likely already priced in, and 

when investors are fearful, it’s likely that a lot of bad news is already being reflected in the price.   
 

 

This shift in sentiment is being confirmed by the improvement in market breadth, where 64% of stocks are 

now trading above their 50-day moving average compared to just 25% a couple of weeks ago (see chart 

below, compliments of the Chief Market Strategist for Fidelity, Jurrien Timmer). 
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Without question, sentiment and breadth can improve even further from here, but the opportunity that existed 

coming into October is not nearly as lucrative at present, with the latest rally pushing prices ever higher, 

along with the simple passage of time.  This latter point on ‘time’ requires a little more explanation as to 

exactly what I’m referring to.  Let’s start with seasonality, where it seems like every Tom, Dick, and/or 

Harry is highlighting the historically positive calendar setup with the best three months of the year dead 

ahead (November, December, and January), and the degree to which this is being front-run by investors is 

anyone’s guess.  Also consider the degree to which investors have to chase this market from a return 

standpoint, as the S&P 500 is up a whopping 21.5% year-to-date, which is a monster number for money 

managers to compete against.  With the current investment backdrop signaling more tailwinds than 

headwinds, money managers can’t take the chance that a sizable sell-off can/will bail them out, so instead 

they are likely to be forced to chase returns into year-end by adding as much risk as they are comfortable 

with to try and close any performance gap. 

 

One other point on time, which I think is the most important aspect, and that is that with each passing day, 

we get closer and closer to Q2 of 2022.  As of now (and this is always subject to change with any incoming 

information…), our research work indicates that the fundamental backdrop on the growth and inflation front 

could deteriorate dramatically starting as early as February or March of 2022.  If this timing and fundamental 

view end up coming to fruition, then I would expect that risk-assets would experience a meaningful sell-off 

in such a backdrop.  The last two quarters to experience a deceleration in both growth and inflation (keep in 

mind that the magnitude of the decline also matters…) was Q2 of 2020 – the trough of the pandemic 

lockdowns and a 36% peak-to-trough decline in the S&P 500 – and Q4 of 2018 when Chair Powell and The 

Fed tightened monetary policy a bit too far with their rate hikes and reducing the size of their balance sheet, 

which led to a nearly 20% decline in the S&P 500 into Christmas Eve.   

 

What I’m getting at is that while I still remain of the view that economic data can/will surprise to the upside 

through the duration of the year, and such a backdrop will act as a constructive tailwind for risk assets, each 

passing day moves this window of opportunity closer to being closed shut and pulls forward what I consider 

to be a window of vulnerability.      
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As of now, all is well from a risk-on investment standpoint.  The economic data is holding in there while 

alleviating what was a growing concern that the Q3 slowdown would worsen, which doesn’t appear to be the 

case at this point.  Corporate earnings have been very strong, with earnings growth from companies that have 

reported thus far coming in at +46%, which is well ahead of expectations for +23%.  We’ll see how the rest 

of earnings season plays out with roughly 1/3rd of the S&P 500 reporting this week, but it’s hard to be 

negative about what we are seeing, even in the face of what has been a challenging operating environment 

(higher input costs, covid issues, supply chain disruptions, labor shortages, etc.…).   

 

Nevertheless, I continue to look at this Q4 period as a good place for investors to gradually begin 

recalibrating their portfolio’s allocation to a less aggressive risk exposure.  Understand that we still have two 

months left in this year along with a possible January effect to take advantage of, so I stress the ‘gradual’ part 

of this conservative pivot that I’m advising (for those who are inclined to act on it).  However, heading into 

2022, the economic cycle just doesn’t have the same tailwinds that propelled the recovery along in the 

second half of 2020 and throughout most of 2021.  Central banks around the world are tightening policy by 

reducing liquidity and hiking interest rates.  The Fed isn’t too far behind either as they start the tapering 

process in the next several months, and the Fed Funds Futures market is already priced for two hikes next 

year (too aggressive in my opinion, but we’ll see).  Inflation and energy costs are reaching levels that are 

starting to bite profitability and consumption, and whether or not we get more fiscal stimulus out of the 

infrastructure bills that are currently being negotiated, we are already looking at a fiscal cliff that is going to 

remove 2 – 3% from GDP growth next year.      

    

 

That about sums up my market thoughts at the moment, but I’m going to sign off this week’s missive with 

another perspective on ‘time’.  Time is perhaps the most precious asset any of us have, and yet it may be the 

one thing we take for granted the most.  This may not apply to everyone who is reading this, but never has 

there been an evening where I went to sleep not expecting to wake up the following morning, ready to tackle 

another day.  My younger sister, Jamie, sent the following story along to me, titled “A Thousand Marbles”, 

which really made an imprint on how I think about time and just how delicate it truly is, and in particular as 

it relates to my wonderful wife Amy and our three precious children.  Given how challenging the last 18 

months have been for all of us, each attempting to navigate through the disruptions to the lives we used to 
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know as a result of the pandemic, perhaps this will hit home with you in all the right ways, so as to motivate 

you to make the most of the time we have here.       
 

The older I get, the more I enjoy Saturday mornings. Perhaps it’s the quiet solitude that comes with being the 

first to rise, or maybe it’s the unbounded joy of not having to be at work. Either way, the first few hours of a 

Saturday morning are the most enjoyable.  

 

A few weeks ago, I was shuffling toward the kitchen with a steaming cup of coffee in one hand and the morning 

paper in the other. What began as a typical Saturday morning turned into one of those lessons that life seems 

to hand you from time to time. Let me tell you about it. 

 

I turned the volume up on my radio in order to listen to a Saturday morning talk show. I heard an older chap 

with a golden voice. You know the kind, he sounded like he should be in the broadcasting business himself. He 

was talking about “a thousand marbles” to someone named Tom. I was intrigued and sat down to listen to 

what he had to say. 

 

“Well Tom, it sure sounds like you’re busy with your job. I’m sure they pay you well, but it’s a shame you have 

to be away from home and your family so much. It’s hard to believe that a young fellow should have to work 

sixty or seventy hours a week to make ends meet. Too bad that you missed your daughter’s dance recital.” He 

continued, “Let me tell you something, Tom, something that has helped me keep a good perspective on my own 

priorities in life.” 

 

And that’s when he began to explain his theory of “A THOUSAND MARBLES.” 

 

“You see, I sat down one day and did a little arithmetic. The average person lives about 75 years. I know, 

some live more and some live less, but on the average, folks live about seventy-five years. Now then, I 

multiplied 75 times 52 and came up with 3,900, which is the number of Saturdays that the average person has 

in their lifetime.  Now stick with me Tom, I’m getting to the important part. It took me until I was fifty-five 

years old to think about all this in detail,” he went on, “and by that time I had lived through more than twenty-

eight hundred Saturdays. I got to thinking that if I lived to be seventy-five, I only had about a thousand of them 

left to enjoy.   

 

So, I went to a toy store and bought every single marble they had. I ended up having to go to three toy stores to 

round up 1,000 marbles. I took them home and put them inside a large, clear plastic container in my workshop 

next to the radio. Every Saturday since then, I have taken one marble out and thrown it away. I found that by 

watching the marble diminish, I focused more on the really important things to me in my life. Think about what 

I said – the really important things to me. There is nothing like watching your time left on earth run out to help 

get your priorities straight.  

 

Now let me tell you one last thing before I sign off with you and take my lovely wife out for breakfast. This 

morning, I took the last marble out of the container. I figure if I make it until next Saturday then God blessed 

me with a little extra time to be with my loved ones.” 

 

Then he concluded with,” It is nice to talk with you Tom, I hope you choose to spend more time with your 

loved ones and less time at work, and I hope to meet you again someday. Have a good morning.” 

 

You could have heard a pin drop when he finished. Even the show’s moderator sat quietly for a few moments. 

The old man had given us a lot to think about. I had planned on doing some work that morning and then go to 

the gym. Instead, I went upstairs and woke my wife with a kiss. “C’mon honey, I’m taking you and the kids to 

breakfast.” 

 

“What brought this on?” She asked with a smile. “Oh, nothing special,” I said. “It’s been a long time since 

we spent a Saturday together with the kids. Hey, can we stop at a toy store while we’re out? I need to buy 

some marbles.” 
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I know many of you reading this are little further along the life timeline than I, and my intention isn’t to rub 

it in or create any anxiety about your clock running out.  Rather, it’s just the opposite.  It’s to remind us all to 

make the best of what time we all have left, whatever duration that may be.  I’ll soon be turning 42, and 

according to the latest health statistics I should live to be about 80’ish, so I’m guessing I have a little less 

than 2,000 Saturdays ahead of me, if all goes well.   Here’s to making the most of all of them.    

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


