
To: Our clients 

From: John A. Allison 

Date: October 11, 2018 

Subject: The Current Correction 

________________________________________ 

We report briefly today to explain our assessment of current market conditions in light of the rapid 

decline in the past few days. We will elaborate more in the quarterly letter you’ll receive very soon and 

include some ideas on what to watch for and what to do next. 

And, as always, we are available to discuss market conditions and client portfolios. 

After a terrific Third Quarter for Unio – and the markets – 6 business days ago we entered a stock-market 

decline which we believe is a garden-variety correction.  

A correction is an absolutely necessary market occurrence to shake out low-conviction, complacent stock-

market traders or joyriders and sustain healthy market sponsorship.  

For example, the correction from January 26 to February 8 of this year (down -10.1%) was the precursor to 

a market advance of +13.6% (until the end of September). No pain, no gain is the name of the game. 

The graphic below shows that corrections come in 2 modes.  

Psychological corrections like the one we believe we’re in are about fears that are far greater than an 

external objective reality would warrant. Something like anxiety attacks. They feel real. They are real. But 

an external objective threat today may not exist nor be commensurate with the fear that is felt.  

Real-world corrections are about the opposite: an external objective threat that translates into a negative 

market episode. Something like an appendicitis. The threat is real, indeed may be worse than the initial 

symptoms, and if serious enough, may lead to a full-blown bear market. 

We believe we’re in the former not the latter though time is the ultimate validator one way or the other. 
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