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Many worldwide events impacted the daily fl uctuation of prices in the U.S. stock market, including the 
Federal Reserve’s bond-buying program, corporate earnings, the job market and economic slowdowns 
in countries around the world. 

Fluctuation of prices in stock markets around the world is a 
normal part of everyday trading activity. Just like an auction 
house, where supply and demand help to drive the price 
of collectibles, antiquities and other auctioned items, stock 
market shares are not immune to the mechanics of supply 
and demand. However, supply and demand are not the only 
factors that impact stock prices. In fact, external events, 
such as political elections, the job market and a country’s 
inability to pay off its debt can impact trading activity.  

To understand if a relationship exists between price 
fl uctuations in the stock market and noteworthy worldwide 
events, performance information was gathered for the Dow 
Jones industrial average (Dow) for the month period of 
Sept. 15, 2013 to Oct. 15, 2014.

Information also was obtained for the Chicago Board Options 
Exchange Volatility Index (VIX) to understand expectations 
of near-term market volatility during the same period. Often 
referred to as the fear index or fear gauge, VIX shows the 
stock market’s expectation of 30-day volatility. This volatility is 
meant to be forward-looking and is calculated from both calls 
and puts.  

After examining high and low points for the Dow and 
VIX during the 13-month period, research was performed 
to identify the events that could have impacted market 
performance and investor sentiment.

Recent World Events and the Stock Market



  

The Dow Jones Industrial Average: Sept. 15, 2013 to Oct. 15, 2014
The Chicago Board Options Exchange Volatility Index: Sept. 15, 2013 to Oct. 15, 2014

MARKET DATA

The highs and lows in Figure 1 illustrate the rise and fall of the Dow for each date and corresponding volatility fear levels. As the 
chart illustrates, the two tend to be inversely related — spikes in anticipated volatility in generally occur around the same time as 
declines in the Dow, and vice versa.

To Interpret Figures 1: The numbers in each fi gure correspond to the dates examined. For an explanation of the events that could 
have impacted both the Dow and VIX refer to “Key Dates and Events.”

SOURCE: Yahoo! Finance News, October 14, 2014, http://www.fi nance.yahoo.com.
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KEY DATES AND EVENTS 

The percentages below are calculated based on the day or days of trading activity noted. 

SEPT. 19, 2013: DOW DOWN 0.26% AND VIX UP 1.08%
U.S. stocks hit record highs after the Federal Reserve 
announced it would continue buying bonds at a pace of US 
$85 billion a month to stimulate the economy.1

OCT. 9, 2013: DOW UP 0.17% AND VIX DOWN 2.92%
The Dow, Nasdaq Composite index and Standard & Poor’s 
500 index all increased more than 1 percent after Congress 
approved a bill extending the country’s borrowing authority.2

OCT. 17, 2013: DOW UP 0.01% AND VIX DOWN 7.16%
The stock market ended on a higher note compared to 
previous days, as investors turned their attention away from 
fi scal policy in Capitol Hill to corporate earnings including 
better than expected results.3

DEC. 18, 2013: DOW UP 1.84% AND VIX 
DOWN 13.48%
The Federal Reserve’s news to scale back its quantitative 
easing program earlier than expected resulted in positive 
stock market activity, pushing the Dow to its 45th record high 
in 2013 and also leading to record highs for the S&P 500.4, 5

JAN. 24, 2014: DOW DOWN 2% AND VIX UP 19.6%
The Dow fell to a fi ve-week low due to weak economic data 
from China and the Fed’s decision to begin pulling back on 
its bond-buying stimulus program.6, 7  

FEB. 3, 2014: DOW DOWN 2.07% AND VIX UP 15.46%
Both the Dow and S&P 500 ended the day with the steepest 
declines in several months and the volatility index jumped 
to a level not seen since Dec. 28, 2012. This was due, in 
part, to the release of discouraging survey results on the 
manufacturing industry and continued concerns over an 
economic slowdown in China.8, 9  

APRIL 11, 2014: DOW DOWN 0.88% AND VIX  
UP 2.22%        
The Nasdaq fell below 4,000 and the other main indexes 
dropped by 1 percent after an extended sell-off in the 
technology sector.10 The European and Japanese stock 
markets also were impacted by the sharp sell-off in Internet 
and biotechnology shares.11

JUNE 5, 2014: DOW UP 0.58% AND VIX DOWN 3.39%
U.S. stock indices soared to record highs as markets cheered 
the European Central Bank’s decision to cut interest rates and 
implement stimulus efforts to help the Eurozone economy.12, 13

JULY 31, 2014: DOW DOWN 1.82% AND VIX UP 18.12%
U.S. share prices fell due to disappointing earnings reports 
by a few major companies. In addition, Argentina defaulted 
on its debt for a second time in 12 years, and confl icts 
in the Ukraine and Middle East helped to fuel further 
trading unrest.14, 15

AUG. 21, 2014: DOW UP 0.33% AND VIX DOWN 1.42%
U.S. stocks logged their fourth straight daily gain, closing 
at a record high due to news of increasing home sales and 
positive reports on the manufacturing front. In addition, the 
number of Americans fi ling new claims for unemployment 
benefi ts fell, signaling strength in the economy.16, 17 

OCT. 13, 2014: DOW DOWN 1.30% AND VIX UP 16.45%
The stock market fell sharply after its biggest weekly drop 
in more than two years. Investors were concerned that 
economic growth in Europe and Asia could be slowing, 
thus impacting the U.S. economy. In addition, worries about 
defl ation, negative news on the U.S. economy and the Ebola 
crisis also impacted trading activity.18, 19
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CONSIDER ALL ALTERNATIVES

Financial advisors need to choose investment products that are 
aligned to meet client goals. This is why when considering an 
investment strategy, it is important to understand that all types 
of investments — traded, liquid assets and non-traded, illiquid 
assets — are impacted by economic, social and political turmoil 
in different ways. 

In addition, non-traded, illiquid investments are priced less 
frequently and could be worth less than the share’s value at 

any point in time. However, non-traded investments are not 
subject to investor sentiment, which can result in the more 
volatile, daily price swings experienced in the stock market. 
Incorporating noncorrelated, illiquid assets to an investment 
strategy also may help to counterbalance the daily volatility of 
traded investments in a portfolio. Because of these different 
investment characteristics, traded and non-traded investments 
are often considered mainstays in a diversifi ed portfolio.


