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considered to be above 30), the market is nervous, and is anticipating a big move in 
prices either up or down in the near future. Below 30 reflects more complacency, 
meaning the coast looks clearer for the short term. This past Friday, September 6th, the 
VIX closed at 40, and it has been above 30 since early July. Thus, you can see that the 
markets are aware of the potential for war and the risk involved, and is already pricing 
this into the market. 
 
Yet even the markets are not perfect: unexpected events can catch the markets off guard 
and cause violent moves both up and down in the short run. For example, the 9/11 
terrorist attacks last year were completely unanticipated. The reaction in the markets was 
huge (once they reopened). Should we have an event or outcome to an event that is not 
expected in the markets, the same type of volatility can occur again. 
 
As financial advisors, we try to measure not only the chances of an event happening, but 
also what the market is anticipating will happen, and what the chances are that the real-
life outcome will differ dramatically from the anticipated outcome. For us, it’s not so 
much whether we’ll go to war with Iraq (that seems to be almost a certainty), but whether 
we have as easy a time in 2002 as we did in 1991 (as the market seems to think right 
now). If this is Gulf War Part II, we should be ok. If this is Vietnam Part II, we could be 
in for some turbulent times in the investing world. 
 
As an investor, one should always look past today’s headlines and try to draw 
conclusions about how today’s news might impact the economy weeks, months, and 
years from now. As a popular Wall Street saying goes, “Don’t invest by looking in the 
rear-view mirror.” 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.T  
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