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 IN THE NEWS 

Take A Deep Breath And Don’t Panic... 
by  Kristi Jackson 

Anyone invested in the stock market 

has been less than satisfied with the 

performance over the past several 

weeks.  The S&P 500 is down over 7% in 

October, essentially wiping out any 

gains for year.  Wild swings have caused 

widespread heartburn.  After so many 

years of consistent annual growth, 

we’ve been lulled into thinking it’s per-

petual.  Volatility seems particularly 

disturbing now and such a relevant part 

of any current financial discussion. 

A widely-looked at measure of vola-

tility in the markets is the CBOE Volatil-

ity Index (VIX).  We will spare you the 

details of how VIX is calculated, but 

generally a higher value means that the 

market is expecting greater ups and 

downs.  After a quiet summer, volatility 

spiked in October with some daily stock 

market gains and losses of 2% to 3% 

(see charts on the following page).  For 

context, the average value of VIX since 

January 2010 is 16.93, and the average 

for the three-month period following 

the September 2008 stock market 
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crash was 58.67. 

We ask the question – is volatility al-

ways a bad thing? 

The short answer is no, volatility is 

not always a bad thing.  Clearly, with-

out proper diversification, portfolios 

can be negatively impacted.  In more 

proactive instances, however, volatility 

can create opportunity. 

 

Cash on the Sidelines: Critical to creat-

ing the opportunity out of a volatile 

market is a conservative financial pro-

file as the backdrop.  Having a discre-

tionary, non-earmarked source of cash 

creates flexibility to act quickly.  Cash 

reserves, margin lines of credit and bor-

rowing capacity under committed re-

volving credit facilities are all forms that 

can provide near immediate access.  A 

leverage level that is below the 2x Total 

Debt to EBITDA range may offer this 

flexibility as well, although it may not 

be possible to get a new credit commit-

ment quickly enough to act on your 

next opportunity. 

Pokagon Band Shares $1.2 Million From 

Gaming Facility in Indiana 

10/1/2018 – Indianz.com 

Virginia’s Indian Tribes Celebrate Federal 

Recognition 

10/4/2018 – PilotOnline.com 

California Sports Betting On The Horizon? 

MGM, GVC Strike Deal With CA Tribe 

10/9/2018 – LegalSportsReport.com 

Congress Sends Bill With Pro-Tribal Provi-

sions To President Trump 

10/15/2018 – Indianz.com 

Native-Owned Financial Institutions Battle 

Credit Deserts 

10/16/2018 – HCN.org 

A Foe Became An Ally: Commemorating 

30 years Of The Indian Gaming Regulatory 

Act 

10/20/2018 – NewsMaven.io 

Tunica-Biloxi Tribe of Louisiana And 

Mohegan Gaming And Entertainment An-

nounce Operations Partnership For Para-

gon Casino Resort 

10/24/2018 – KALB.com 

https://www.indianz.com/IndianGaming/2018/10/01/pokagon-band-shares-12-million-from-gami.asp
https://pilotonline.com/news/nation-world/virginia/article_1926a1d2-aa1e-5a91-8d74-4c333986a258.html
https://www.legalsportsreport.com/24776/california-sports-betting-deal/
https://www.indianz.com/News/2018/10/15/congress-sends-bill-with-protribal-provi.asp
https://www.hcn.org/articles/tribal-affairs-native-owned-financial-institutions-battle-credit-deserts
https://newsmaven.io/indiancountrytoday/news/a-foe-became-an-ally-commemorating-30-years-of-the-indian-gaming-regulatory-act-e1MnQNAFCEODcJIaRVI4xw/
https://www.kalb.com/content/news/Tunica-Biloxi-Tribe-of-Louisiana-and-Mohegan-Gaming-and-Entertainment-announce-operational-partnership-for-Paragon-Casino-Resort-498433982.html


 

 

Buying the Lows: While nearly impos-

sible to perfectly time the market, fol-

lowing the prices of carefully re-

searched assets can lead to comfort 

with a new price level.  Feeling certain 

of long-term business prospects, 

knowing that customer activity is dis-

connected with asset pricing, or being 

confident that a new market oppor-

tunity may offer revenue growth be-

yond today’s levels enhances the quan-

titative analytics related to historical 

pricing and trading multiples.  Clearly, 

in an acquisition, synergies with exist-

ing business operation creates addi-

tional value beyond what the market 

estimates. 

 

Dividend Yield: This is basic math and 

analysis, but is important nevertheless.  

The drop in market prices appear to be 

disconnected from fundamental busi-

ness performance, driving an increase 

in dividend yield.  In many companies 

today, there is vibrant consumer activi-

ty and profitability is not impacted by 

the broader market volatility.  In fact, 

as of October 30 more than 75% of 

companies in the S&P 500 that have 

reported earnings per share came in 

above mean analyst estimates.  

 

Volatility is normal, but constant 

increases are not.  I once had the op-

portunity to talk with someone who 

was an early investor in Bernard 

Madoff Investment Securities.  He said 
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each month he received an investment 

report that consistently showed steady 

increases: up 0.5%, up 1.2%, up 0.3%, 

etc.  There was never a down period.  

After a few years, while clearly happy, 

his sixth sense urged him to sell his po-

sition as this wasn’t a normal pattern.  

He wanted no credit for being presci-

ent, just cautious as he had no way of 

knowing that five years later this would 

turn out to be one of the biggest Ponzi 

schemes in history. 

If we’ve ever made the case of being 

conservative and working toward an 

KRISTI JACKSON 

CHAIRMAN 

310.341.2335 

kjackson@tfacp.com 

DAVID HOWARD 

CEO 

310.341.2795 

dhoward@tfacp.com 

WILLIAM CRADER, CFA 

MANAGING DIRECTOR 

310.341.2336 

wcrader@tfacp.com 

JEFF HEIMANN 

MANAGING DIRECTOR 

310.341.2518 

jheimann@tfacp.com 

FOLLOW TFA ON:   

TFA MONTHLY NEWSLETTER | November 2018 2 

optimal leverage level and building a 

cash cushion, hopefully these views of 

opportunities will reinforce the mes-

sage.  For Tribes with conservatively 

structured balance sheets, today’s vola-

tility can create opportunities to “buy 

the dip”.  We are always available to 

discuss our views on some of the ana-

lytics involved with certain investment 

evaluation, as well as on the overall 

availability of capital and ways to im-

prove a Tribe’s market access. 
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