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The U.S. stock market stumbled in the first quarter 
of 2018, dipping into correction territory in early 
February. This was a strong divergence from 
the unusually calm and steady market that we 
experienced in 2017. Several factors contributed to 
the increased volatility this quarter, including rising 
interest rates, a fear of stronger-than-expected 
inflation, uncertainty surrounding a more aggressive 
Federal Reserve, and escalating trade tensions 
with China. Throughout the quarter, large cap U.S. 
equities fell 0.76%, as measured by the S&P 500. 
Small cap U.S. equities, as measured by the Russell 2000, were also in negative territory for the quarter, falling 0.08%.

International equity markets were mixed in the first quarter of 2018 with developed international equities losing 1.53%, as 
measured by the MSCI EAFE index. Emerging market equities bucked the trend gaining 1.42% for the quarter, as measured 
by the MSCI EM Index.

The U.S. bond market fell 1.46% for the quarter, as measured by the Barclay’s Aggregate Bond Index. In March, the Federal 
Reserve raised interest rates one quarter of one percent to a level of 1.50-1.75% thanks to strong economic growth, low 
unemployment and modest inflation. This marked the sixth such increase since the financial crisis. The Federal Reserve 
forecasts two more rate hikes this year.

S&P 500 TR  -0.76% Tracks 500 leading large cap companies in the U.S.

Russell 2000 TR -0.08% Tracks 2000 of the smallest companies in the U.S.

MSCI EAFE NR -1.53% Tracks 21 developed international equity markets  
  including France, Germany, Spain, the U.K. & Japan

MSCI EM NR 1.42% Tracks 25 emerging market countries including China,  
  India, Brazil, Mexico, Russia, Turkey & Greece

Barclays Aggregate  -1.46% Tracks investment grade bonds trading in the U.S. 
Bond TR

Index Q1 Index Description
 Return

First Quarter is in the Books

Calling all TinCaps Fans!
Dekko Investment Services has four season tickets for the Fort Wayne TinCaps that we enjoy sharing  
with our clients and friends. If you would like to go to a game, please call us at (260) 347-2265 with   
  the date that you’d like and if that date is still available the four tickets are yours!   
           You can view the Fort Wayne TinCaps schedule online at www.tincaps.com.

http://www.dekkoinvestmentservices.com/new/Erica.Dekko/content.asp
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How to Handle Market Declines

Wishing you a prosperous Spring! 

Erica Dekko, LPL Financial Planner  •  Erlene Dekko, LPL Financial Planner 
Alisha Norris, LPL Registered Sales Assistant  •  Elizabeth Pilnock, LPL Registered Sales Assistant

(from left to right)

Visit us at facebook.com/dekkoinvesmentservices, click “Like” and you’ll be set to follow  
our updates on Facebook. We will be posting updates, links to articles, important reminders,  
and other information through the year.

“Like” Dekko Investment Services on Facebook!
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Humans fear loss. In fact, Nobel Price-winning psychologist Daniel Kahneman demonstrated 
this with his loss-aversion theory, showing that people feel the pain of losing money more 
than they enjoy gains. The natural instinct is to flee the market when it plummets just as 
greed prompts us to jump back in when stocks are skyrocketing. Both can have negative 
impacts on a portfolio.

Smart investing can overcome the power of emotion by focusing on relevant research, solid 
data, and proven strategies. Here are six principles that can help fight the urge to make 
emotional decisions in times of market turmoil.

1. Market declines are part of investing and they don’t last forever. The stock market, 
as measured by the Dow Jones Industrial Average, has typically dipped at least 10% 
about once a year and 20% or more about every 3.75 years. While past results are 
not predictive of future results, each downturn has been followed by a recovery.

2. Time in the market matters, not market timing. No one can accurately predict short-
term market moves, and investors who sit on the sidelines risk losing out on periods 
of meaningful price appreciation that may potentially follow market downturns. Even 
missing out on just a few trading days can take a toll on your portfolio.

3. Emotional investing can be hazardous. Although emotional reactions to market 
events are normal, it is the actions taken during such periods that can mean the 
difference between investment success and shortfall.

4. Make a plan and stick to it. Creating and adhering to a thoughtfully constructed 
investment plan can help you avoid making shortsighted investment decisions – 
particularly when markets fall. 

5. Diversification matters. A diversified portfolio doesn’t guarantee profits, but it does 
lower risk. By spreading investments across a variety of asset classes, investors lower 
the probability of volatility in their portfolios.

6. The market tends to reward long-term investors. Although stocks rise and fall in the 
short-term, they’ve tended to reward investors over longer periods of time.

It is natural for emotions to bubble up during periods of market volatility. Those 
investors who can tune out the noise are better positioned to plot out a wise 
investment strategy.
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The opinions voiced in this material are for general 
information only and are not intended to provide 
specific advice or recommendations for any 
individual. To determine which investment(s) may be 
appropriate for you, consult your financial advisor 
prior to investing. All performance reference is 
historical and is no guarantee of future results. All 
indices are unmanaged and cannot be invested into 
directly. Unmanaged index returns do not reflect fees, 
expenses or sales charges. Index performance is 
not indicative of the performance of any investment. 
Past performance is no guarantee of future results.

The economic forecasts set forth in the presentation 
may not develop as predicted and there can be no 
guarantee that strategies promoted will be successful.

Stock investing involves risk including loss of principal.

Bonds are subject to market and interest rate risk 
if sold prior to maturity. Bond values and yields 
will decline as interest rates rise and bonds are 
subject to availability and change in price.

Portions of this newsletter have been prepared  
by Capital Group.

The Standard & Poor’s 500 Index is a capitalization-
weighted index of 500 stocks designed to measure 
performance of the broad domestic economy 
through changes in the aggregate market value of 
500 stocks representing all major industries.

The Dow Jones Industrial Average Index is comprised 
of U.S.-listed stocks of companies that produce other 
(non-transportation and non-utility) goods and services. 
The Dow Jones industrial averages are maintained 
by editors of The Wall Street Journal. While the stock 
selection process is somewhat subjective, a stock 
typically is added only if the company has an excellent 
reputation, demonstrates sustained growth, is of 
interest to a large number of investors, and accurately 
represents the market sectors covered by the average. 

The Dow Jones averages are unique in that they are 
price weighted; therefore, their component weightings 
are affected only by changes in the stocks’ prices.

The Russell 2000 Index is an unmanaged index generally 
representative of the 2,000 smallest companies in the 
Russell 3000 Index, which represents approximately 10% 
of the total market capitalization of the Russell 3000 Index.

The prices of small and mid-cap stocks are 
generally more volatile than large cap stocks. 

The Morgan Stanley Capital International (‘MSCI’) Europe, 
Australia, Far East Index (‘EAFE’) is an unmanaged 
index of over 900 companies, and is a generally 
accepted benchmark for major overseas markets. Index 
weightings represent the relative capitalizations of the 
major overseas markets included in the index on a U.S. 
dollar adjusted basis. The index is calculated separately: 
without dividends, with gross dividends reinvested 
and estimated tax withheld, and with gross dividends 
reinvested, in both U.S. dollars and local currency.

The Morgan Stanley Capital International (‘MSCI’) 
Emerging Markets Index adjusts the market capitalization 
of index constituents for free float and targets for index 
inclusion 85% of free float-adjusted market capitalization 
in each industry group, in global emerging markets 
countries. As of June 2007, the MSCI Emerging 
Markets Index consisted of the following 25 emerging 
market country indexes: Argentina, Brazil, Chile, 
China, Colombia, Czech Republic, Egypt, Hungary, 
India, Indonesia, Israel, Jordan, Korea, Malaysia, 
Mexico, Morocco, Pakistan, Peru, Philippines, Poland, 
Russia, South Africa, Taiwan, Thailand, and Turkey.

The Barclays Capital U.S. Aggregate Index is comprised 
of the U.S. investment-grade, fixed-rate bond market.

There is no guarantee that a diversified portfolio 
will enhance overall returns or outperform 
a non-diversified portfolio. Diversification 
does not protect against market risk.
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