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Prior to joining Lehman Brothers in 2000, Mr. Copeland was a Managing Director responsible for creating a national wealth management platform at Credit Suisse First Boston.  He began his career at Goldman, Sachs and Co., where he was a Managing Director in Private Client Services in both New York and Boston.  Mr. Copeland has taught at Tufts University as a Visiting Professor and is a Trustee and member of the Investment Committee for the Madison Avenue Presbyterian Church.  He graduated magna cum laude from Georgetown University with degrees in English and Economics, and received both a J.D. magna cum laude from Harvard Law School and an M.S. from MIT's Sloan School.

IMPORTANT ECONOMIC TERMS Source: investopedia.com
Bear Market - A market condition in which the prices of securities are falling or are expected to fall. Although figures can vary, a downturn of 15-20% or more in multiple indexes is considered an entry into a bear market.
Bull Market - A financial market of a certain group of securities in which prices are rising or are expected to rise. The term "bull market" is most often used in respect to the stock market, but really can be applied to anything that is traded, such as bonds, currencies, commodities, etc.  Bull markets are characterized by optimism, investor confidence and expectations that strong results will continue.

Bubble - 
1. An economic cycle characterized by rapid expansion followed by a contraction.

2. A surge in equity prices, often more than warranted by the fundamentals and usually in a particular sector, followed by a drastic drop in prices as a massive sell-off occurs.

3. A theory that security prices rise above their true value and will continue to do so until prices go into freefall and the bubble bursts.
Business Cycle - Recurring and fluctuating levels of economic activity that an economy experiences over a long period of time. The five stages of the business cycle are growth (expansion), peak, recession (contraction), trough and recovery. At one time, business cycles were thought to be extremely regular, with predictable durations. But today business cycles are widely known to be irregular - varying in frequency, magnitude and duration.

Demand - A consumer's desire and willingness to pay for a good or service.

Discount Rate - The interest rate that an eligible depository institution is charged to borrow short-term funds directly from a Federal Reserve Bank. OR The interest rate used in determining the present value of future cash flows.

Economics - The study of how people use their limited resources in an attempt to satisfy unlimited wants.

Equilibrium - state in which market supply and demand balance and, as a result, prices become stable.
Federal Reserve - The central bank of the United States. The Fed, as it is commonly called, regulates the U.S. monetary and financial system. The Federal Reserve System is composed of a central governmental agency in Washington, D.C. (the Board of Governors) and twelve regional Federal Reserve Banks in major cities throughout the United States.

 
You can divide the Federal Reserve's duties into four general areas:

1. Conducting monetary policy

2. Regulating banking institutions and protecting the credit rights of consumers

3. Maintaining the stability of the financial system

4. Providing financial services to the U.S. government
Gross Domestic Product – GDP The monetary value of all the finished goods and services produced within a country's borders in a specific time period, though GDP is usually calculated on an annual basis. It includes all of private and public consumption, government outlays, investments and exports less imports that occur within a defined territory. GDP = C + G + I + NX
"C" is equal to all private consumption, or consumer spending, in a nation's economy

"G" is the sum of government spending

"I" is the sum of all the country's businesses spending on capital

"NX" is the nation's total net exports, calculated as total exports minus total imports
Inflation - The rate at which the general level of prices for goods and services is rising, and, subsequently, purchasing power is falling. As inflation rises, every dollar will buy a smaller percentage of a good. For example, if the inflation rate is 2%, then a $1 pack of gum will cost $1.02 in a year. Most countries' central banks will try to sustain an inflation rate of 2-3%.

Market Economy - An economic system in which economic decisions and the pricing of goods and services are guided solely by the aggregate interactions of a country's citizens and businesses and there is little government intervention or central planning. This is the opposite of a centrally planned economy, in which government decisions drive most aspects of a country's economic activity.

Market Failure - An economic term that encompasses a situation where, in any given market, the quantity of a product demanded by consumers does not equate to the quantity supplied by suppliers. This is a direct result of a lack of certain economically ideal factors, which prevents equilibrium.
Market Sentiment - The feeling or tone of a market (i.e. crowd psychology). It is shown by the activity and price movement of securities.

Presidential Cycle - One of the best examples of the cycle phenomenon is the effect of the four-year presidential cycle on the stock market, real estate, bonds and commodities. The theory about this cycle states that economic sacrifices are generally made during the first two years of a president’s mandate. As the election draws nearer, administrations have a habit of doing everything they can to stimulate the economy so that voters go to the polls with jobs and a feeling of economic well being.
Recession - Significant decline in activity across the economy, lasting longer than a few months. Visible in industrial production, employment, real income and wholesale-retail trade. The technical indicator of a recession is two consecutive quarters of negative economic growth as measured by a country's gross domestic product.

Sector Rotation - Not all sectors of the economy perform well at the same time. Sector rotation is a portfolio manager's attempt to profit through timing a particular economic cycle.

Supply - The total amount of a good or service available for purchase by consumers.
Volatility - A statistical measure of the dispersion of returns for a given security or market index. Volatility can either be measured by using the standard deviation or variance between returns from that same security or market index. Commonly, the higher the volatility, the riskier the security.

Economic Indicators

Every week there are dozens of economic surveys and indicators released. Economic indicators can have a huge impact on the market, knowing how to interpret and analyze them is important for all investors. 
Indicator  
 

Released By

Beige Book 


Federal Reserve Board

Consumer Confidence Index 
Consumer Confidence Board

Consumer Price Index 

Bureau of Labor and Statistics

Employee Cost Index 

Bureau of Labor and Statistics

Employment Situation Report 
Bureau of Labor and Statistics

Gross Domestic Product 
Commerce Department

Housing Starts 


Department of Commerce

Philadelphia Fed Index 
Federal Reserve Bank of Philadelphia

Producer Price Index 

Bureau of Labor and Statistics

Purchasing Managers Index 
Association of Purchasing Managers

Retail Sales Data 

Census Bureau

Market Theories Source: investopedia.com
Efficient Market Hypothesis

Efficient market hypothesis (EMH) is an idea partly developed in the 1960s by Eugene Fama. It states that it is impossible to beat the market because prices already incorporate and reflect all relevant information. This is also a highly controversial and often disputed theory. Supporters of this model believe it is pointless to search for undervalued stocks or try to predict trends in the market through fundamental analysis or technical analysis. 

 Under the efficient market hypothesis, any time you buy and sell securities, you're engaging in a game of chance, not skill. If markets are efficient and current, it means that prices always reflect all information, so there's no way you'll ever be able to buy a stock at a bargain price. 

This theory has been met with a lot of opposition, especially from the technical analysts. Their argument against the efficient market theory is that many investors base their expectations on past prices, past earnings, track records and other indicators. Because stock prices are largely based on investor expectation, many believe it only makes sense to believe that past prices influence future prices.

Random Walk Theory

The theory that stock price changes have the same distribution and are independent of each other, so the past movement or trend of a stock price or market cannot be used to predict its future movement.

In short, this is the idea that stocks take a random and unpredictable path. A follower of the random walk theory believes it's impossible to outperform the market without assuming additional risk. Critics of the theory, however, contend that stocks do maintain price trends over time - in other words, that it is possible to outperform the market by carefully selecting entry and exit points for equity investments.
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CASE STUDY: The Dot-Com Crash 

Source: investopedia.com
When: March 11th, 2000 to October 9th, 2002

Where: Silicon Valley (for the most part)

Percentage Lost From Peak to Bottom: The Nasdaq Composite lost 78% of its value as it fell from 5046.86 to 1114.11.

Synopsis: Decades before the word "dot-com" slipped past our lips as the answer to all of our problems, the internet was created by the U.S. military, who vastly underestimated how much people would want to be online. Commercially the internet started to catch on in 1995 with an estimated 18 million users. The rise in usage meant an untapped market--an international market. Soon, speculators were barely able to control their excitement over the "new economy."

Companies underwent a similar phenomenon to the one that gripped 17th century England and America in the early eighties: investors wanted big ideas more than a solid business plan. Buzzwords like networking, new paradigm, information technologies, internet, consumer-driven navigation, tailored web experience, and many more examples of empty double-speak filled the media and investors with a rabid hunger for more. The IPOs (initial public offerings) of internet companies emerged with ferocity and frequency, sweeping the nation up in euphoria. Investors were blindly grabbing every new issue without even looking at a business plan to find out, for example, how long the company would take before making a profit, if ever.

Obviously, there was a problem. The first shots through this bubble came from the companies themselves: many reported huge losses and some folded outright within months of their offering. “Siliconaires” were moving out of $4 million estates and back to the room above their parents' garage. In the year 1999, there were 457 IPOs, most of which were internet and technology related. Of those 457 IPOs, 117 doubled in price on the first day of trading. In 2001 the number of IPOs dwindled to 76, and none of them doubled on the first day of trading.

Many argue that the dot-com boom and bust was a case of too much too fast. Companies that couldn't decide on their corporate creed were given millions of dollars and told to grow to Microsoft size by tomorrow.
market factors and trends	nov. 15, 2006











The technology-heavy NASDAQ Composite index.











