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The U.S. economy continued to shrug off fears of a global economic downturn on the back of consistent jobs gains, 

wage growth and resilient consumer spending.  While the start of the year brought high stock market volatility, if 

you stayed invested, in most instances the equity markets provided positive returns for the first quarter. The relative 

asset class returns underscored the importance of diversification.  Global natural resources was this quarter’s best 

performing class up 9%, but fared the worst last year down 24%.  Emerging markets grew the second fastest up 6% 

this year but was second worst in 2015 losing 15%.  Global real estate and corporate bonds also rallied nicely this 

year as compared to last year.  Interestingly, last year’s best asset class, US large cap stocks, has been the second 

worst thus far, up just 1.42%. 

 

There were four economic trends that shaped market returns through March: 1) continued strong jobs growth and 

consumer spending, 2) reversal of the dollar strengthening which proved beneficial to international investors of both 

stocks and bonds, 3) dovish comments from the Fed about the timing and magnitude of future interest rate hikes, 

which led to rebounds for longer duration bond holdings and real estate investments, and 4) recovery in oil prices, 

which seem to have helped profits of companies listed in the S&P 500 and high-yield bond funds.      

 

Despite the high volatility from lower energy prices and fears of an economic slowdown abroad at the start of the 

year, we did not recommend that our clients deviate materially from their current asset allocation.  While it was 

tempting to look for ways to hedge currency risk or benefit from a further drop in energy prices, we viewed these 

events as fleeting rather than permanent.  In fact, the dollar has weakened relative to other foreign currencies in 

recent weeks, and oil has gradually recovered.  One of the big surprises this year is the strong return of fixed income 

assets.  Corporate bonds rallied 4.84% in the first quarter while government inflation bonds returned 4.52%.  

Though interest rates remain historically low, these bond classes have appreciated due in part to the Fed’s soft 

approach and strong demand for US Treasuries by foreign investors.   
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Past performance is not a guarantee of future results. It is also important to note that one cannot invest directly into an index. 

Diversification cannot assure a profit or guarantee against a loss of value. 
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