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One World, One Market 
 
The size and breadth of the distressed financial markets has been unprecedented, continuing to 
spread and historic in scope.  Investors have paid handsomely for a dramatic collapse of a U.S. based 
borrowing binge that unwound like a clock. 
 
Our portfolios have come under significant pressure as all markets worldwide have decompressed 
under the weight of murky fear.  Exactly how wide and deep this crisis of toxic paper will reach is 
anyone’s guess, however the need for action has been paramount.  While we witness famous 
“prominent” institutions, banks, and insurance companies collapse, the Federal authorities have 
reached deep into their tool box to attempt to stem the tide.  What started out as an acknowledgment 
that credit was massively overextended in the U.S. fueled by a system that rewarded the sale of debt 
to any citizen, regardless of a capacity to repay the debt, has spread like a wild fire worldwide into the 
heart of all credit markets.  Lending has ceased, liquidity has dried up, and economic consequences 
will follow.  

As shown in the chart below, Bloomberg's World Market Cap index has fallen from $62.5 trillion at its 
peak on October 31st, 2007 to its current level of $36.6 trillion.  On an individual country basis, the 
US has lost by far the most at nearly -$7 trillion.  China ranks second (-$1.77 trillion), followed by the 
UK (-$1.72 trillion), Japan (-$1.54 trillion), and Hong Kong (-$1.47 trillion).  $25.9 trillion -- gone.  

 

          
 

Our portfolios have always been diversified with an emphasis on financial holdings and energy 
equities.  We have always believed in the strength of the Canadian banking system.  They have a 
near monopoly in Canada, generate predictable returns and have operated with greater regulation 
than their U.S. counterparts.  While the volatility we are experiencing is an unnerving rollercoaster, we 
are confident that quality equity holdings will stand the test of time. 



 
 
 
 
 

Brownstone Capital Report 

Below gives you a sense of the magnitude of this recent stock market sell-off.  There was no country, asset 
class, or sector that escaped the turmoil.  Thankfully, we are beginning to see a few “green arrows” cropping 
up.   
 
 

 
 
 
 


