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As we are writing this on January 4, 2019 the S&P 500 is up
7.7% from "The Worst Christmas Eve performance ever!" 
 Thankfully, we did not have one client call us on Christmas Day,
or the days after, to ask that we move to cash.  Merry Christmas
and Happy New Year!  

Let's put things into perspective for the negative stock
performance in 2018.  Major indices dropped as follows:  

2018 Performance:  

S&P 500 Total Return (US Large Cap):  -4.38%
Russell 2000 Total Return (US Small Cap):  -11.01%
MSCI EAFE (Large Cap International):  -13.79%
MSCI EM (Emerging Markets):  -14.58%

We understand that market volatility is uncomfortable.  When the
markets were up significantly in 2016 and 2017 it just felt right. 
Bull Markets feel great and how it is "supposed to be."  Falling,
Bear Markets, on the other hand, feel horrible.  Even though most
people were only losing some profits we know it's painful.  Your
team at Innovate Financial feels it too in our 401k's, and other
investments.  It's not fun.  It is part of the investment cycle.  

Let's look at the performance on the same five indices (from
above) over different time periods:  

1/1/2007 to 12/31/2018 Annualized Return (Invested right
before the Great Recession):  

S&P 500 Total Return (US Large Cap):  +7.11%
Russell 2000 Total Return (US Small Cap):  +6.03%
MSCI EAFE (Large Cap International):  +1.26%
MSCI EM (Emerging Markets):  +2.89%

3/1/2009 to 12/31/2018 Annualized Return (Invested at the
Bottom of the Great Recession):  

S&P 500 Total Return (US Large Cap):  +15.69%
Russell 2000 Total Return (US Small Cap):  +15.05%
MSCI EAFE (Large Cap International):  +8.74%
MSCI EM (Emerging Markets):  +9.54%

1/1/2016 to 12/31/2018 Annualized Return (Invested in the
good years of 2016/2017 and the bad 2018):

S&P 500 Total Return (US Large Cap):  +9.26% 
Russell 2000 Total Return (US Small Cap):  +7.36%
MSCI EAFE (Large Cap International):  +2.87%
MSCI EM (Emerging Markets):  +9.25%

The lesson that we see above is that it is "Time in the Markets,
Not Timing the Markets."  We all want the ability to jump out
before a bad cycle and jump in at the beginning of a good cycle. 
We have never met anyone that is able to do this.  Not fund
managers, not computers, no one.  The best formula we know of
is to have enough safe money set aside in fixed income to get you
through the bad years and have money invested in stocks for the
mid to long term growth.  

We hope our clients appreciate that we are helping you watch
over your investments, and we will make appropriate changes as
necessary.  If you are managing your money on your own, or
with another firm, and would like to hear our thoughts on your
investment strategy please let us know.  Lauren and Mike are
happy to meet to discuss how well your investment plans are
coordinating with your goals.  

We hope that 2018 was a test for the resilient investor and that
those who stick with it will be aptly rewarded, over time, and with
some volatility.  Let us know if we can provide more insight by
replying or calling us at (612) 824-1107.  

Sincerely,

Michael Nakashima & Lauren Brown

Certified Financial Planners

* Source for indices performance taken from Morningstar
Advisor Workstation.  
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Understanding the cycle of investing may help you avoid easy
pitfalls.
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