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Global stock markets started off 2018 on a very strong pace, 

posting very robust returns during the month of January. In the 

United States, stocks rose about 5.5%. For perspective, the 

S&P 500 Index gained 21.8% for all of 2017, so in just one 

month in 2018, U.S. stocks captured a quarter of their gains 

from the prior year. That is a remarkable pace that would have 

been very difficult to sustain through the rest of the year. 

Volatility levels, or how much stocks move up or down, were 

also at or near record lows and 2017 was an unusually calm 

year for the markets. 

Things changed quickly at the start of February. On Friday, 

February 2nd, the Dow Jones Industrial Average (DJIA) plunged 

666 points. Investors were hopeful that the weekend would 

allow cooler heads to prevail, but the downward momentum 

continued. On Monday, February 5th, the Dow Jones declined 

1,175 points, its biggest one day point decline in history. 

However, from an economic and business perspective, nothing 

appears to have changed over the last week. The labor market 

appears strong, corporations have been reporting very strong 

profits and the government passed the most significant pro-

business tax cut in the last 30 years. Although the U.S. 

economy appears to be in the latter stages of its economic 

cycle, current indicators do not suggest that a recession is 

around the corner.

This type of market volatility is surely unnerving for investors, 

particularly after a period when markets did not exhibit much 

volatility at all. While it is hard to predict where equity markets 

will go from here, it is important to keep in mind that stocks 

are a risky investment and these type of events are expected 

from time to time. In other words, market drawdowns are not 

uncommon and are viewed as part of a healthily functioning 

financial market. 


