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Q U A R T E R L Y  U P D A T E 
April 2018 

 

Happy spring to all! We hope you are thawing out, perhaps a bit more slowly than usual. We hope you 

enjoy our overview and expectations of the rest of the year, along with a smart tip for everyone’s Social 

Security. We also have a roundup on the latest bitcoin news. Enjoy! 

 

– Carol Hoffman & Tim Grout 

Market Overview  
United States: Looking forward, we expect heightened volatility 

to persist in the second quarter and possibly for the rest of the 

year. Uncertainties such as Fed policy, trade war worries, and 

technology company crackdowns remain.  

 

As a long-term investor, it’s worth reviewing the last several years 

of returns for the broader stock market. Since the bottom in early 

2009, the S&P has risen over 370% (total return). During those nine years, the index underwent five 

separate corrections of at least 10%, but less than 20%. And although we recently experienced our first 

correction in some time, the S&P 500’s decline in the first quarter was really just a blip on the radar. 

Patient, long-term investors have been rewarded through this ongoing bull market. 

  
Interest rates: In early April, new Federal Reserve Chair Jerome Powell reiterated the Board’s continued 

belief that gradual interest rate increases were in the best interest of a growing economy, despite the 

recent market volatility. Expect two more rate hikes this year from the Fed as they watch inflation and 

the labor market.  

 

International: The global market has reacted to the U.S.-China “war of words” the same as the markets 

here at home, with a 1.5% drop in developing market equities this quarter. Emerging markets bucked the 

trend with a modest 1.4% gain. Underneath the day-to-day bickering, though, is an international price-to-

earnings ratio more than a point below its 20-year average, suggesting friendlier valuations for non-U.S. 

stocks moving forward.  

 

  

Index Returns Q1 1 year 

S&P 500 -1.2% 10.5% 

NASDAQ 2.3% 17.6% 

MSCI Europe -1.8% 13.0% 

U.S. Aggregate Bond -1.5% 1.2% 

Morningstar index returns through March 31, 2018 
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Volatility stoked at start of 2018 
The steady increase in market prices continued from 2017 through January, as tax cuts and fiscal stimulus 

helped firm inflation and growth expectations. Then market volatility surged, and we saw our first 

correction of 10% off the January high. Renewed volatility was due to an accumulation of policy risks, 

including a sustained commitment to monetary tightening by the Federal Reserve, an aggressive trade 

posture by the U.S., and regulatory concerns around large technology companies. 
 

Rising U.S. trade deficit fans the flames of possible trade war  
In February, the deficit on goods-and-services trade climbed 1.6%, to $57.6 billion, the sixth straight 

monthly increase and a new nine-year high.  

 

U.S. exports will remain buoyant if a full-blown trade war is avoided. 

Foreign sales of American-made industrial supplies and materials 

gained $2 billion in February; capital goods exports increased $658 

million and the dollar’s value is down 9% from its 2016 high. That’s a 

positive for exports since it makes them cheaper for foreigners to buy. 

 

The recent turmoil is ironic in part because it comes amid an upswing in global trade. Every major region 

is engaged in simultaneous expansion, a relatively rare occurrence. It is an opportunity for American 

exporters seeking new business to do so while having the extra benefit of a weaker U.S. dollar, which 

helps them compete in foreign markets. 

 

Create your MySocialSecurity account this month 
In honor of Social Security Month, we 

encourage all our clients to visit 

www.SocialSecurity.gov/myaccount  

and set up your account.  

 

In addition to having your vital info at 

your fingertips whenever you want, you 

can easily claim benefits online, apply for 

Medicare or disability, and appeal a 

medical decision, all online.  

 

Going online and claiming your account 

(with your own username and password) 

also offers some protection against an 

identity thief beating you to the punch.  

 

Do it today! 

  

Nerthuz/iStock/GettyImages 
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Why would a flashlight app want access to my text messages? 
Given news of Facebook leaking personal information, you may have already tightened its permissions. 

What about your smartphone? Over time, you've added quite a few apps to your phone, allowing many 

to have access to your calendar, contacts, location, or camera. Now's the time to inventory just what these 

apps are allowed to do—and possibly stop bad actors from stealing your personal details.  

 

Luckily this review is easy on most smartphones. Here’s how: 

1. On your phone, go to Settings.  

2. On an iPhone, select Privacy. OR on an Android, select Apps & 

Notifications, then App permissions.  

3. See all permissions grouped by type, such as location, calendar, 

contacts, or camera.  

4. Tap any one to review all the apps you've allowed access, revoking 

any that leave you scratching your head about why they were there in the first place.  

 

But wait, you say: Some good apps genuinely need access to operate correctly. Never fear! If you turn off 

something that is actually useful, the app will prompt you to re-authorize it simply by pushing a button 

the next time that feature arises. This short exercise will help keep your private information safe. 

 

 

Professional chef reveals when it’s financially smart to buy generic foods 
Money magazine talked to acclaimed New York chef Craig Koketsu about what home cooks should 

splurge on, and when to grab the generic product.  
 

 Compare ingredients. Branding is king in the grocery store. 

But Koketsu has found that canned tomatoes, for example, 

vary quite a bit in price yet often use the same or similar 

tomatoes. Once you figure out what you’re looking for, you 

can look past the logo and find the best price, he says. 
 

 Save on generic baking supplies. Sugar and all-purpose 

flour is all pretty much the same outside of specialty 

baking, so look for bargains here. 
 

 Visit a budget store for bulk items. Pantry staples are often sold for a big upcharge at the fancier 

establishments.  
 

 DIY saves money. You can choose to avoid paying the premium for pre-cut garlic and pre-

washed arugula. Buy whole vegetables and big cuts of meat, and break them down in the kitchen. 
 

 Do spend more on your produce and meat. They matter the most. “The extra money you spent 

on quality here ends up being worth it,” says Koketsu. He finds organic produce to have superior 

taste and freshness.  
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Bitcoin: Bloom or bust? 
Bitcoin and other cryptocurrency (also known as crypto) continue to capture attention, and with good 

reason. Bitcoin has gained 475% over last April’s value at the time of this writing, even after seeing a huge 

price drop in 2018. Still, if it’s volatility and growth potential you’re after, there’s plenty of both to be had 

in the stock market. What are the important facts to know before diving into crypto? 

 

There are few or no consumer protections. The markets for 

cryptocurrencies lack almost all the common-sense regulations we take 

for granted in the stock market. Crypto prices are vulnerable to market 

movers and biased exchanges that can arbitrarily prioritize one customer 

over another. Transactions can be expensive and slow, or even 

unavailable if the exchange decides to stop trading. 

 

You owe taxes on the gains. The land of cryptocurrency might be the Wild West, but the tax man still has 

jurisdiction. Cryptocurrency is classified as real property by the IRS, which means you need to keep careful 

track of your cost basis when you realize any gain or loss. You are unlikely to receive an annual 1099 for 

your crypto account. Additionally, the new tax law has done away with deducting personal theft losses. 

This means if you were to lose money in one of those grand bitcoin heists you’ve heard about, there’s no 

deducting the loss.  

 

There are conflicting ideas about what crypto is good for. Are they for everyday payments in the cashless 

society of the future, like the dollar, or a long-term store of value, like a stock? Or are they a bouquet of 

tulips to trade around? Until this is more established, crypto will be impossible to value or to project 

growth rates for. You might as well flip a coin. 

 

Here’s our bottom-line recommendation: some people collect wine, some people collect cars. If you find 

joy through cryptocurrencies, that’s okay. Just consider it a hobby and give it an appropriate spending 

allocation from your budget. Cryptocurrency is not a long-term investment vehicle at this point. 

 
 

Please contact us with any of your financial questions or needs! Thank you for your continued support. 

 

Carol & Tim and your Clear Perspectives team 
 

The Quarterly Update letter is mailed quarterly to our clients and friends to share some of our market views. The opinions expressed and material 

provided are for general information, and should not be considered a solicitation for the purchase or sale of any security. Certain material in this work 

is proprietary to and copyrighted by Morningstar, Fidelity, and the Sevens Report, and is used by Clear Perspectives with permission.  
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