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The summary below is for educational purposes only.  Please call us with any questions or if you would like to 
schedule a review or discuss other financial matters. 
 
The Year Volatility Returned 
 
The lack of volatility in 2017 was nearly unprecedented.  We witnessed 310 trading days without two consecutive 
daily pullbacks in the S&P 500 Index3 of at least 0.5%, according to research firm Bespoke Group.  
 
The unprecedented streak ended in late January.  History tells us we “revert to the mean (average).”  Timing 
such events, however, is nearly impossible.  
 
In 2018, the broad-based index of 500 major companies rose or fell by at least 1% 64 times versus just eight in 
2017.  Yet, as Figure 1 highlights, last year’s volatility was not out of the range of what might be considered 
unusual.  
 
Note in Figure 1 that 2007 –  2011 and 2015 produced a greater number of 1% daily changes.  Still, the Q4 
selloff exacerbated concerns. 
 

 
The modern S&P 500 Index began in 1957; prior data using S&P 90. Both are unmanaged and cannot be invested into directly. 
 
 
Figure 2 illustrates the late-year downturn, but it also highlights that year-end weakness was not out of the 
ordinary either.  Longer term, stocks react to the economic fundamentals.  Short term, unpredictable events can 
quickly dampen sentiment, and pricing in uncertainty is difficult; hence, Q4’s decline and volatility. 
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What happened? 
 
The global economy has been slowing and the US economy is showing signs of moderating.  And with it, 
analysts have trimmed 2019 profit estimates (Refinitiv formerly Thomson Reuters).  Consequently, some of the 
decline has been in reaction to the fundamentals. But was the selloff overdone? 
 
Eight rate hikes by the Federal Reserve since the rate-hike cycle began didn’t hamper bullish sentiment, that is, 
until October.  Communication faux pas by Fed Chief Jerome Powell in early October and late December took a 
toll on sentiment. 
 
Index December Return* 2018 YTD Return  
DJIA1 -8.66% -5.63% 
NASDAQ Composite2 -9.48% -3.88% 
S&P 500 Index3 -9.18% -6.24% 
FTSE Developed 
ex North America Index4 

-5.05% -16.93% 

Bond Yields Yield as of Dec 31 & Change* Yield as of Dec 29, 2017 
3-month T-bill          2.45%                   +0.08% 1.39%       
2-year Treasury          2.48%                   -0.32% 1.89%       
10-year Treasury          2.69%                   -0.32% 2.40%            
30-year Treasury          3.02%                   -0.28% 2.74%        
Commodities Dec 31 Price    Monthly Change* Year end 2017 
Oil per barrel5        $45.41                  -$5.52      $60.42 
Gold per ounce6    $1,279.00                +$61.45 $1,296.50 

Sources: U.S. Treasury, MarketWatch, St. Louis Federal Reserve, CNBC 
* Monthly: November 30, 2018 – December 31, 2018  
 
While trade frictions between the U.S. and China added to the souring mood, the issue extends beyond its direct 
impact on stocks.  For starters, there is a bipartisan consensus on Capitol Hill that China doesn’t play fairly. 
Furthermore, Chinese theft of intellectual property and forced technology transfers are creating national security 
issues. 
 
While many in the US and around the world share the president’s goal of fair and free trade with China, the 
current path to obtain the desired outcome has generated some of the tensions we’ve seen in the market.  This 
is not meant to be a political statement, only a reflection of the reality that stocks have traded down on negative 
trade headlines.  
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Just the facts 
 
The broad market indexes can be unpredictable, and selloffs can and do occur.  While we have yet to break the 
20% threshold that marks a bear market, the peak to trough for the S&P 500 came within 0.20 percentage points 
of bear territory.  We saw similar drops in 1998 and 2011 without a corresponding recession. 
 
Since WWII, the S&P 500 has averaged a pullback of 31% every 5 years.  Since 1980, the annual average 
drawdown in the S&P 500 Index has been 14%.  Yet, the index, including reinvested dividends, has risen nearly 
80% of the time. 
 
Despite regular pullbacks, the S&P 500 has produced a compounded annual return of nearly 10% since 1928, all 
dividends reinvested.  That means a $100 investment 90 years ago was worth $382,370 at year end.  The same 
investment in the 3-month T-bill would have turned into $2,052 and $7,366 for the 10-year Treasury bond (Data 
sources: NYU Stern School of Business Stock, Bond Returns, S&P Dow Jones Indices, LPL, St. Louis Federal 
Reserve; past performance no guarantee of future performance). 
 
Selling low and buying high isn’t a way to reach your financial goals.  It is one reason we recommend an 
evidenced-driven, highly diversified investment plan.  It’s not only a roadmap to your goals, it reduces volatility 
and helps separate the emotional component that may encourage decisions based on the sentiment of the day. 
You know, when euphoria encourages too much risk, and pessimism pushes us to sell after a decline.  
 
Following a diversified plan that incorporates factors outside of market sentiment has historically been the best 
path to reach one’s financial goals. 
 
If you have any questions or concerns, feel free to reach out to us. That is what we’re here for. 
 
Warmest Wishes for a Safe, Happy, and Prosperous New Year! 

 

 

 

 

 

 
 

1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly.  Past 
performance does not guarantee future results. 

2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance does not 
guarantee future results. 

3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past performance does not 
guarantee future results. 

4 The FTSE Developed ex North America Index is an unmanaged index of large and mid-cap stocks providing coverage of developed 
markets, excluding the US and Canada. It cannot be invested into directly. Past performance does not guarantee future results. 

5 New York Mercantile Exchange front-month contract; Prices can and do vary; past performance does not guarantee future results. 

6 London Bullion Market Association; gold fixing pricing at 3 p.m. London time; Prices can and do vary; past performance does not 
guarantee future results. 

 



Securities, insurance and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC.  Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not  affiliated with SagePoint Financial 
Inc. or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment 
advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 
and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of 
principal and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) 
obligations of the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 
referenced will be profitable or be suitable for your portfolio.                 
                            
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing 
material is accurate or complete. The information contained in this report does not purport to be a complete description of 
the securities, markets, or developments referred to in this material. Any information is not a complete summary or 
statement of all available data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 
may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions. 
 
 
 

 

                                                                                                       

 

 

We would be honored if you would 
 

 Add a name to our mailing list, 

 Have someone come in for a complimentary financial checkup.  
 

Please call Chris Hartrich or Eric Rechtin at (314) 394-2354 and we will be happy to assist you! 
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