
Global Financial Private Capital, is an SEC registered investment adviser principally located in Sarasota, Florida. Investment Advisory Services offered on a fee basis 
through Global Financial Private Capital, LLC. Securities offered through GF Investment Services, LLC, Member FINRA/SIPC.

501 North Cattlemen Road, Suite 106 • Sarasota, FL 34232 • Tel: (866) 641-2186 • Fax: (941) 312-6512 • www.gf-pc.com 1 of 2

SYNOPSIS
• Market pundits are obsessed with 

understanding the short-term movements in 
equity markets.

• According to those who follow the daily 
market moves closely, an improving economy 
can explain days that the market is up but 
also down.

• The daily moves in equities are often a 
mystery, and the explanations conjured by 
those who claim to have a feel for the market 
should be taken with a grain of salt.

Why Was The Market Up/Down Today?

THOUGHT FOR THE WEEK

EXPLAINING THE UNEXPLAINABLE
Market pundits are obsessed with understanding the 
short-term movements in equity markets. They want 
to explain why stock prices are rising and falling 
every moment of every day, because those who can 
provide more “color” (another word for “insight” on 
Wall Street), are regarded as having a good “feel for 
the market.”

It’s never fun to be the one who has to break 
the news that Santa Claus is not real, but I feel 
obligated to set the record straight when it comes to 
the accuracy of such market commentary.

First of all, there is nobody at the New York Stock 
Exchange (NYSE) who is paid to inspect trades 
throughout the day to determine why stocks are 
being bought and sold. Furthermore, buyers and 
sellers are not required to explain their trading, 
and most major players even go out of their way to 
maintain anonymity.

The daily market commentary available via news 

outlets actually comes from a mix of sources that 
are frequently unreliable. The most common of 
these are the large trading firms on Wall Street that 
execute big orders for their clients. 

These traders move millions of shares every day, 
and there are times when their insight can explain 
much of the daily action because they see the flows 
up close and personal. However, this is by no means 
scientific and/or consistently reliable.

There are days when it’s just too hard to explain 
why the market was up or down, but that reality 
is unacceptable to most pundits because their 
reputation is on the line. If they are unable to offer 
an explanation, then his/her followers may look 
elsewhere for color.

Rather than admitting that they do not know why 
stocks have risen or fallen, they often concoct an 
explanation that seems logical and well-informed 
but is nothing more than a guess. That way, they 
remain the market guru and none the wiser.

SAME INFORMATION LEADS TO DIFFERENT 
OUTCOMES?
Back in October, equities recovered from a 
correction that occurred back in late August. 

The daily market commentary 
available via news outlets 
actually comes from a mix of 
sources that are frequently 
unreliable.
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THOUGHT FOR THE WEEK

Pundits were front and center every day the market 
rose with an explanation that appeared to be 
logical and sound.

Their justification was based on a series of better 
than expected economic data points that had 
alleviated concerns that the U.S. economy could 
slip into another recession. Fear subsided, and 
prices rose quickly thereafter. 

Then on Wednesday this week, the S&P 500 closed 
down for the day, and the pundits blamed the 
decline on traders selling over concerns that the Fed 
may raise interest rates sooner than expected. 

Upon first glance, this reasoning again seems 
logical. We have certainly experienced Fed-induced 
volatility over the past several years, and traders are 
clearly placing bets in an attempt to make a quick 
buck on the timing of the first rate hike since 2006.

NOTE: For the moment, let’s ignore the absurdity 
of betting hard-earned money on the outcome of a 
highly politicized government organization that has 
publicly stated that the qualitative factors used to 
make their decision can and will change over time. 

However, once we dig deeper, a disconnect 
emerges. The Fed is only going to raise interest 
rates if they feel that our economy is strong enough 
to support the move. Therefore, stronger economic 
data should have told traders weeks ago that a rate 
hike could come sooner than later.

How is it that strong economic data can cause 
stocks to rise one day but then the byproduct of a 
healthier economy cause stocks to fall on another?

The answer is that nobody knows why stocks 
rise and fall every day, and there are only three 
explanations for why the same catalyst (albeit 
worded quite differently) could cause exact 
opposite outcomes:  

1. The justifications given to us by the pundits are 
baseless and/or fabricated.

2. Traders are legitimately trading in opposite 
directions on the same information over time.

3. A combination of the first two.

If pressed, I would say that the third option is the 
most accurate. Clearly, the pundits can’t have an 
answer every day, but traders have also shown 
bipolar behavior more than once since the Fed took 
interest rates down to the zero level.

In any event, the next time you watch the nightly 
news and the market pundit explains why the 
S&P 500 did what it did that day, approach his or 
her answer with a healthy amount of skepticism, 
change the channel, and remain focused on your 
long-term investment objectives.

Sincerely,

Mike Sorrentino, CFA
Chief Strategist,
Aviance Capital Management
mikeonmarkets.com
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