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In search for perspective in the midst of the current market correction, we take a look back at the
crash that occurred on October 19, 1987, when the Dow Jones Industrial Average fell 508 points to
1739, a 22.6% decline, the largest single-day percentage loss in history.

Louis Rukeyser, the award-winning host of the iconic Wall $treet Week for more than three decades,
was deemed to be a “port in the storm” as compared to the present era of short-term-oriented
financial journalists. In the aftermath of “Black Monday,” Rukeyser opened his weekly show on
Friday, October 23, 1987 in the following calm, sensible manner that is worth revisiting.

“OK, let’s start with what'’s really important tonight. It’s just your money, not your life. Everybody who
really loved you a week ago still loves you tonight — and that’s a heckuva lot more important than the
numbers on a brokerage statement. The robins will sing. The crocuses will bloom. Babies will gurgle
and puppies will curl up in your lap and drift happily to sleep, even when the stock market goes
temporarily insane. And now with that all fully in perspective, let me say, ‘Ouch! And eek! And
medic!’...

Meanwhile, let’s keep the windows sealed and our hearts calm. In the immortal words of Adlai
Stevenson, I'm too old to cry, but it hurts too much to laugh.’

It seems that everyone in America with access to a microphone has been telling us this week with
stunning hindsight precisely why the Dow Jones Industrials took a record 508 point, 22.6% nosedive
Monday. We heard about rising interest rates. We heard about the trade deficit. We heard about the
budget problem. We heard about leadership worries. And, if we were to believe yesterday’s
presidential news conference, most of my colleagues in the Washington press corps appear to be
convinced that the root of the problem is that we just haven't raised taxes enough. All fascinating
theories to be sure but the difficulty is none of these problems was born at 9:30 Eastern Time
Monday morning ...

Time alone will tell whether Black Monday enters the history book as the day that American
confidence was so shaken that a premature recession resulted or merely as the day the computers
went wild and, through the wonders of so-called program trading, turned what was a small correction
into an early Halloween ...

The jury is still out on whether the great bull of the 1980s is indeed dead as most commentators
seem to assume this week or deeply gored ... Small consolation to be sure for those whose
pocketbooks were severely wounded this week but useful in distilling the headline hysteria.”

As it turned out, the bull market was deeply gored but far from dead. To wit, the market fully
recouped all of its “losses” in 18 months and increased more than 13-fold over the following 31 years
as measured by the DJIA. From the peak in August 1987, the compound average annual return has
been 9.8% including dividends, a period that encompassed three recessions and bear markets
(1990, 2001-2002, and 2008-2009).

While there are no guarantees that the next three decades will be as profitable as the last three, we
believe a bit of history (and perhaps nostalgia) is in order given the turbulence in the market over the
past three months.
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