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tered Investment Adviser, seeking 
sound and customized investment 
solutions for high net worth individu-
als, businesses and foundations. 

Usually we want things to go in our favor. Winning a 
race, getting the job, perfect weather for the big day, 
it’s all good. An exception to this rule is when bank 
errors are “in your favor.” Unfortunately, Monopoly 
rules don’t hold in real life. Finders are not keepers. 

An erroneous windfall may cause complications that you really don’t need. 

There are many stories of people who upon discovering a large sum has 
magically appeared in their bank account, proceeded to spend it. These 
“accidental millionaires” have had various ways of justifying their appro-
priation of what a bank might call “unjust enrichment.”  A few reasoned 
that it was a bank error for which the bank should pay out of their deep 
pockets.  Others, who perhaps went brain-dead at the possibility of sudden 
riches, likened the event to winning Megabucks. One man who spent only 
$7,000 of the unexpected cash flow assumed that it was a blessing from 
God. A man whose request for a credit extension was mistakenly entered 
for over $6 million made no rationalizations but took his girlfriend and the 
money and ran. He was apprehended after 2 years in which he had become 

a folk hero. (Apparently people have trouble seeing banks as victims.) 

As most of our readers will understand, spending the misdirected deposits 
is wrong. No matter how or why it got to your account, it’s not your money. 
Banks pursue those who don’t get this, even in the case of smaller amounts 
(the $7,000 from God, for instance). But while not spending money that 
isn’t yours helps you avoid prosecution and incarceration, it doesn’t save 

you aggravation, sometimes severe. 

Banks may not see the error as quickly as you do, and they can be remarka-
bly reticent to admit to an error, even when you are attempting to return the 
assets. Therefore, you have the burden of having that money in your ac-
count and remembering not to tap into it in error.  Sooner or later, and it 
could be a lot later, the bank will dip into your account without warning 
and grab the assets back. If you generally maintain a high balance, or if you 

have been keeping close track of what 
is “yours,” you won’t find yourself 

overdrawn.  

Some people have had to make repeat-
ed calls to the bank to prompt them to 
remove the assets. In cases where they 
can’t get any attention or action over 
several months, it’s almost natural to 
feel that the extra money is theirs to 
keep. It’s not yours, even when a bank 
representative tells you that their re-
search determined that the money is 

yours and the case is closed. There are  
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Robert Jacobsen 

Lisa Phelps 

R 
obert Jacobsen 

joined Assabet as a    
Director on September 3. 
Robert comes with  7 

years in the financial services in-
dustry with experience in operations 
and financial reporting.  

At Cambridge Associates, he man-
aged the 10-person Advisory Ser-
vices Group for the Washington 
D.C. office, serving 158 clients with 
approximately $74 billion in asset 
under management. Robert was 
raised in Worcester county and is 
happy to come home to the region. 
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October Effect 

As of this writing, it’s tempting to believe that there is an “October Effect.” That piece of stock market lore theorizes that the 
10th month is the month most likely to bring us a stock market trend reversal and exceptionally bad news. As of October 20, the 
market has been extremely volatile and is down more than 3%. This decline comes on the heels of an extended bull market. Bad 
news, trend reversal…...it all fits. Black Monday, Tuesday and Thursday which ushered in the Great Depression occurred in Oc-
tober of 1929.  Some of us recall the alarming 22.6% drop on October 19 of 1987. In more recent history, the internet bubble 
burst on October 9, 2002, the bull market that began shortly thereafter ended on October 9 of 2007. Is October indeed a jinx 

month? 

In fact, 9 of the 69 market trend changes since 1900 did begin in the month of October. That’s more than a 1/12 share. Yet nearly 
all of these shifts occurred in the past 50 years so it’s not a pattern of long standing. A notable October trend change was in 1987 
but the steep  and sudden market decline marked the end of a bear, not a bull market. Peter Lynch’s buying spree following 

Black Monday allowed his Magellan Fund to nearly recover all of the lost value by the time Lynch retired in 1990. 

Of all the months, September, not October boasts the lowest average stock market returns. And there have been more down mar-
kets in September than in October. The original “Black” day was in September of 1869 when Jay Gould tried to corner the gold 
market. An attack on the World Trade Center caused a mammoth single-day decline in September of 

2001. The mortgage meltdown in September of 2008 sent the market plunging.  

October no longer seems so special, a truth noted by Mark Twain in his novel Pudd’nhead Wilson:  
"October. This is one of the peculiarly dangerous months to speculate in stocks. The others are July, 

January, September, April, November, May, March, June, December, August, and February."  

Why does the myth of an October Effect persist? It persists in part because people remember signifi-
cant and negative events. It also persists because the culture of the stock market is very hospitable to 
myths and legends. Lacking a cogent set of principles that dictate an effective way to actively invest, 
Wall Street invents and then clings to all sorts of theorems. It’s a culture full of fantasy, mystery, and 

magical concoctions, making it right at home in October. 

“October Effect” Davemanuel.com,  A.Beattie, “October Effect,” Investopedia.com,  “What is the October Effect?” Wisegeek.com,  

“Monthly market returns,” Moneychimp.com 

cases in which a year later, those assets the account owner 
was told belonged to him, suddenly disappeared, igniting 
numerous overdrafts as well as credit issues. Some people, 
so frustrated by having the money sit there interminably 
while they make weekly calls to the bank, have tried to 
return the money physically by writing a check for the 
amount and delivering it to the bank. Wrong move. A week 
later they might see the same amount being sucked out of 
the account electronically. In most accounts, overdrafts 

would occur.  

Some account holders have moved the assets to another 
account in order to earn some interest while they wait. An-
other questionable move. The bank can’t grab the money 
from the new account but will claim its due in the original 
account, likely causing overdrafts. Note that in the case of 
errors “in your favor” the amount of time a bank has to 
rectify the situation may be measured in years not days 

(depending upon the state). 

Why do these “in-your-favor” errors occur? First, humans 

make errors and  automation can exacerbate the scope and  

impact of human error. Second, with the growth of online 
statements instead of paper, account holders are less apt to 
review their statements in a timely manner. (This is particular-
ly  hazardous in the case of an error NOT in our favor as there 
are relatively tight limits on the time given us to dispute a 

transaction and initiate a bank investigation.) 

What if you discover an unexpected “gift” of extra assets in an 
account? It’s a bank error. Shouldn’t you be spared all the 
aggravation? Bottom line: live with it. The options aren’t 
good. We are advised to check our statements soon after re-
ceiving them. If you see a mysterious deposit, call the bank 
and report it to a customer service manager. At the same time, 
send a written report to the bank. In short, do whatever you 
can to avoid any appearance of wrongdoing and to accelerate 

bank efforts to remove the money from your account. 

 

A. Kamenetz, “Bank Errors Happen…” www.chicago tribune.com, 6/11/13, 
J. Wang, “Bank Error in Your Favor?” Bargaineering. “Bank Error in Your 
Favor,” www.fivecentnickel, 5/21/12,  S. Steiner, “Bank Error in Your Fa-
vor,” www.bankrate.com,”How to Handle a Bank Error in Your Favor,” 

www.fivecentnickel.com, 9/10/10 
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Given the weak financial market results of the 3rd quarter and the extreme market volatility in October, this might be a good 
time to remember that on average there are 3 5% corrections each year, a 10% correction occurs annually and a 20% correc-
tion can be expected every 3 years. Corrections are a normal part of stock market behavior and don’t necessarily signal a 
reversal of a trend. For the last quarter, the S&P 500 index of large cap domestic stocks rose by +1.1% (for a year-to-date 
return of +8.3%). However, the market segments that investors use to diversify core large cap positions all were negative.  
The Russell 2000 index of small cap domestic equities lost -7.4% for the quarter. International equities, in both developed 

and emerging markets, were negative on a dollar-denominated basis (-5.8% and -3.4% respectively). 

Fixed income markets were mixed in the period. Despite a modest rise in short term markets, interest rates remained histori-
cally low. The spread between bond segments of different quality levels widened somewhat but also are low relative to his-
torical averages. Monetary policy is still accommodative although less aggressively so. The Federal Reserve is reducing 
bond purchases made to keep rates low, but does not appear ready to actively tighten credit. Low supply and high demand 

for investment grade securities also served to preserve low rates.  

The U.S. economy continued to grow at a slow pace in the quarter. Corporate fundamentals remained healthy as manufac-
turing activity accelerated and corporate spending picked up. Profits are close to historic high levels. On average, the mid-
point in an economic cycle is a good environment for U.S. stocks. Fed Chair Janet Yellen observed recently that apart from 
a small segment of the very wealthy, Americans have not participated in the economic recovery. This has implications for 
consumer spending, the key component of economic strength. Unemployment claims have dropped  recently. Wage growth 

has been modest. Housing has shown some improvement as mortgage conditions are improving. 

Global economic growth has been weak. The rising U.S dollar has hampered non-U.S.markets. As the U.S. and the U.K. 

move towards a tightening of interest rates, central banks in Eurozone countries and Japan continue a policy of easing.                                          

Economic and Financial Overview  

Sequence Risk 

Retirement! When you have finished your last day on the job, you also have received your last paycheck from the job. To 
cover expenses going forward, you are counting on your social security, any pension income, and perhaps salary from a new 
job. However most of us expect the lion’s share to be met by our personal savings. This is why the projected average annual 
return of your nest egg over many years is the crucial number in retirement planning. You need to know that your invest-
ments will be able to provide the amount you need to meet expenses until you are no longer living. A simple calculation in-
volves the number of years you might live, the annual withdrawal needed to cover expenses, and the expected annual return 
of your portfolio (taking your asset allocation into account). If you find that the average annual return of your portfolio 

should be more than adequate to cover anticipated expenses over your expected lifespan, you’re in good shape. Or are you? 

Consider that the annual average return is the average of many different returns, some considerably stronger or weaker than 
others. People planning to take withdrawals during retirement need to recognize how critical the sequence of those different 
portfolio returns is over that time horizon. If, for example, your portfolio suffers a significant loss in the first few years of 
retirement, the value of the portfolio is forever weakened. You no longer can continue to invest a portion of your salary and 
count on the market to give back that loss. A study of the 20 years between 1989 and 2008 showed that the average annual 
return for the S&P 500 Index in that period was +8.43%. Reverse the sequence to 2008-1989 and the average is the same. 
But for retirees who take regular withdrawals, the sequence is of huge consequence. A $1 million portfolio invested in the 
S&P 500 from 1989 to 2008 and sustaining withdrawals of $50,000 a year (inflation-indexed at 3%) would have grown to 
$3.1 million. The same portfolio with the same withdrawals and invested in the same index, in the reverse order (2008 -
1989) would have deteriorated to $235,000.* Why? The huge hit to value in the crash of 2008, as well negative returns in 

years 7 through 9. Make a note: early losses are treacherous! 

One way to reduce the sequence of returns risk is to maintain a less risky asset allocation. Another is by devoting some por-
tion of the portfolio in a guaranteed investment (some kind of annuity perhaps). Another is to withdraw a constant percent-

age amount, not a dollar amount. In that way, your withdrawal amount goes up and down consistent with the portfolio value.  

 *“Sequence of Returns & Reverse Dollar Cost Averaging,” Thornburg Investment Management, R. Powell, How to Avoid a sequence-of-return risk,” 

marketwatch.com, 9/28/13, “Understanding Sequence of Returns,” Get Ready for Retirement, Pacific Life 
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Years ago, after telling my 4 year-old that we “didn’t have enough money” to buy whatever it was she requested, she offered this 
solution: “Let’s go to the Magic Window!”  I learned what an unfortunate nickname I’d chosen for the Automated Teller Ma-
chine, but also how wondrous that technology must have seemed to me as a busy working mother.  
 
If you never use an ATM, you’re in the minority of Americans. Most of us wonder how we ever did without them, but most of us 
did.  ATMs didn’t evolve from a single invention but several. The “Bankograph” which merely accepted deposits for a New 
York bank, appeared in 1960. It never caught on except, reportedly, with prostitutes and gamblers who had their own reasons for 
choosing the anonymity of automation. The first cash dispensing machine was at Barclay’s Bank in London in 1967. Two years 
later, the first New York ATM followed.  Usage grew in the 1970s, promoted by the banks. A mid-west institution courted the 
ladies by running a 6-hour Paul Newman movie marathon on a local TV station, interrupted by ATM commercials every 25 
minutes. In 1978, Citibank’s big gamble the prior year in opening ATMs throughout New York paid off. Thanks to a major bliz-
zard which closed banks for days, ATM usage climbed by 20%, inspiring the well-known tagline “The Citi Never Sleeps.” 
 
ATMs have come a long way since then. There are millions across the globe as far south as 
Antarctica. ATM usage for cash withdrawals is declining as people increasingly use debit or 
credit cards instead of cash for purchases.  But we still make occasional deposits and the tech-
nology has improved. An envelope-free ATM counts and sorts up to 50 bills (in various denom-
inations) and up to 30 checks. As substitutes for the human bank teller, ATMs are still efficient. 
However, when it comes to the use of ATM machines both you and your money can be vulnera-
ble. Familiarity with the basic security (money) and safety (you) tips is a good idea. Laws set 
minimum standards for ATM environmental design but it can’t hurt us to follow some basic 
precautions. For example:   
 
The most protected ATMS are those inside a bank, store, or mall. For outdoor ATMs, select ones with maximum natural surveil-
lance from the surrounding area, with no shrubbery, signs or other barriers to visibility. Use well-lit locations and ones without 
large perimeter parking lots with numerous access points. A machine located at the center of a building, away from the corner,  
minimizes the potential for a surprise attack and maximizes your response time.  
 
Prepare for a quick transaction. Keep a supply of deposit envelopes at home and fill them out ahead of time. Have your card 
handy. Don’t take it out of your wallet at the ATM. Do not spend time at the ATM counting the cash received. Don’t bring an 
expensive purse or wear valuable jewelry when using an ATM. Don’t accept offers of assistance with the ATM from strangers. 
Be alert to your surroundings. Notice, for example, anyone sitting in a parked car near the ATM. Avoid using the ATM alone and 
in the dark. Lock your car doors when using a drive-up ATM. When leaving an ATM, check that you’re not being followed.  
 
Do these suggestions sound obsessively cautious? I can’t imagine worrying about most of these things in relation to my enclosed 
outdoor ATM in Northborough. But these tips were published by police, some of them more familiar with the streets of LA than 
my little town. They’ve seen it all. It doesn’t hurt me to ramp up my street smarts. I do plan to keep some deposit envelopes. 
 
The other potential danger at an ATM is being victimized by “skimming,” a procedure by which a plastic skimming device with 
a tiny camera gets information from the magnetic strip on your ATM, debit or credit card.  Look for a card reader that juts out 
from the machine or is slightly off-color from the rest of the machine. It may be a skimming device that was placed there for a 
few days and will be removed, with information you don’t want to share. To avoid a less high-tech scam, shield the keyboard as 
you enter your pin.  
 

Www.seattle.gov “ATM Safety tips,” www.lapd.gov,”ATM Safety & Security Tips,” www.history.com “Automated Teller Ma-
chine.”C. Cooper, “ATM Skimmers on the Rise,” Savannahnow.com 5/11/11, C. Riggs, Pocket History of ATMS, Wells Far-
go.com 8/3/09 

The Magic Window 


