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Money Talks 

Investments in stocks and bonds are subject to investment risk, including market and interest rate fluctuations.  Global/International investing involves 
additional risks not typically associated with U.S. investing, including currency fluctuations, political instability, uncertain economic conditions and 
different accounting standards.   

Market Comment 
This year, the market suffered its first 
quarterly loss since 2015.  At the end 
of March, the S&P 500 was down 
0.76%.  The MSCI ACWI Index, a 
widely followed global index, was 
down 0.96% as international markets 
also struggled.  Bonds, as measured by 
the Barclays U.S. Aggregate Index, 
retreated a bit as well with a loss of 
1.4%.  
    New developments have further test-
ed the market’s resiliency.   The tariffs 
on steel and others aimed at China, a 
major trading partner, have weighed on 
investor sentiment.  Judging by the 
heightened level of volatility since 
these announcements, there appears to 
be confusion as to how the tariffs will 
affect the global economy and, ulti-
mately, the stock market.  It is unclear 
how these disputes over trade will re-
solve themselves but, from a market 
participant’s view, the concept of tar-
iffs is generally not welcome.  Tariffs 
can lead to trade wars that can harm 
global economic growth.  Unfortunate-
ly, even if the impact is minimal, the 
mere notion of tariffs and their poten-
tial effects creates enough uncertainty 
for investors that heightened volatility 
in the markets is inevitable until there 
is more clarity on the matter.  
    Adding a little salt to the wounds, 
investors also felt the sting of some of 
their favorite tech stocks taking a bit of 
a hit.  At the time of this writing, com-
panies that had been some of the 
strongest performers in 2017 suffered 
on fears of increased regulation as well 
as simple profit taking.  The sector has 
been a popular place to invest, and cur-
rently makes up over 23% of the S&P 
500.  When the techs fall, the “market” 
feels it. 
    Despite these issues, there is also 

milestone for earnings this quarter 
was the trend in analysts’ revisions.  
Analysts usually reduce their earnings 
estimates as the quarter progresses, 
since their outlooks are often too rosy.  
By reducing their estimates, they low-
er the risk of disappointing investors.  
(Nobody wants to over-promise and 
under-deliver!).  This quarter, howev-
er, analysts raised estimates by 5.4%, 
the most ever in a quarter recorded by 
Factset, a reputable financial data 
service firm.  In addition, revenues 
are expected to grow by 7.3%, with 
all sectors expected to report year-
over-year growth in sales.  For 2018, 
earnings are projected to grow by 
18.5%, with 6.7% growth in sales.  
With the earnings season around the 
corner, chances are that earnings 
could lift investors’ spirits if compa-
nies manage to meet or exceed expec-
tations.  Of course, should earnings 
miss expectations this will add to in-
vestor angst.  It is likely most compa-
nies will do well, though there will 
inevitably be some disappointments.  
This is what makes stock selection 
especially key in an environment 
where valuations remain elevated.  
    Until the focus shifts back to eco-
nomic fundamentals and corporate 
profits, keeping a close eye on indica-
tors that follow price and volume ac-
tion seems prudent.  These very ob-
jective technical indicators are useful 
in measuring supply and demand 
characteristics of the markets, and 
help investors gauge the market’s ac-
tions that often precede turning 
points.  
    At present, the market appears to 
be consolidating, likely attempting to 
make sense of the impact of the pro-
posed tariffs between the United 
States and China.  The outcome re-
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some good news.  The market’s recent 
pullback has alleviated excessive levels 
of investor optimism and stretched val-
uations, and beneath the often-
disquieting market volatility, better 
opportunities are beginning to surface.  
The fact that major market indices have 
(again, as of this writing) been able to 
hold key support levels suggests that 
market participants see attractive op-
portunities at this level.   
    At the end of the day, the economy 
and corporate profits are the key ele-
ments that form the foundation of in-
vesting and their progression is likely 
to be a pillar of support for the market 
longer term.  If history is any guide, the 
likely scenario is that the market will 
surmount the challenges that lie ahead.  
Markets tend to suffer the most when 
the economy is near a recession, but 
currently there are no signs that our 
economy is headed for a slowdown.  
On the contrary, the economy is in 
much better shape than it has been in a 
very long time.  Economic activity is 
booming: manufacturing is expanding, 
the service sector remains a source of 
strength, jobs are plentiful, housing is 
steady despite a rise in interest rates, 
and both business and consumers share 
positive outlooks.  Moreover, inflation 
worries may be overdone.  Recent re-
ports suggest that inflation remains 
modest, particularly wage inflation.  
Employment figures announced earlier 
this year showed that growth in work-
ers’ hourly earnings slowed and the 
number that caused a stir in February 
was revised lower. 
    With all the trade drama, the first-
quarter earnings season appears absent 
from people’s radar.  Earnings for the 
S&P 500 are expected to increase 
17.3%, and if things go as planned, it 
will be the highest earnings growth 
since the first quarter of 2011.  Another 



 

 

Year-to-date through 4/12/18: DJIA  24,483.05  -1.0% — S&P 500  2,663.99  -0.4% — NASDAQ  7,140.25  +3.4% 
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Closing 
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P/E 
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Procter & Gamble (PG) 
Worldwide mfr of consumer goods 

77.79 3.55% 4.49  The Walt Disney Co. (DIS)  
Media networks and resort destinations 

100.39 13.4 7.47 

AT&T (T) 
Worldwide telecom holding company 

35.16 5.69% 3.54  Synchrony Financial (SYF) 
Distributor of retail credit cards 

34.83 8.5 4.08 

Alerian MLP Fund  (AMLP) 
Energy MLP ETF 

9.69 8.69% 1.90  AbbVie, Inc. (ABBV) 
Biopharmaceutical company 

92.12 10.6 8.69 

International Paper (IP) 
Global paper and packaging mfr. 

52.59 3.61% 5.23  Apple, Inc. (AAPL) 
Multinational technology company 

174.14 13.9 12.51 

Kimberly Clark (KMB)  

Global health and hygiene products 
106.16 3.77% 7.36  Comcast (CMCSA) 

Global telecommunications conglomerate 
33.13 12.0 2.75 

         

Pfizer (PFE) 
Global biopharmaceutical company 

36.32 3.74% 3.05  Biogen (BIIB) 
Leading biopharmaceutical company 

267.44 10.2 26.21 

LyondellBasell Industries (LYB) 
3rd largest chemical company 

103.70 3.86% 10.41  Skyworks Solutions  (SWKS) 
Mfr of radio frequency chips for wireless mkts 

99.91 13.2 7.58 

Prudential Financial  (PRU)  
Large life insurance co 

105.03 3.43% 12.75  Gilead Sciences (GILD)  
Biotech company 

75.29 12.5 6.01 

Johnson and Johnson (JNJ)  
Manufacturer healthcare products 

130.43 2.58% 8.63  Alphabet Inc. (GOOGL) 
Internet search engine, cloud computing, delivery svs 

1,037.29 21.3 48.66 

Intel (INTC)  
Semiconductor giant 

52.72 2.28% 3.79  Check Point Software (CHKP)  
Internet security solution provider 

102.68 18.3 5.61 
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mains unclear; however, negotiations may be the end result.  That has been the case so far.  Many countries, particular-
ly our allies, have been exempted from the tariffs.  In the case of South Korea, a new trade deal was announced.  Fortu-
nately, the tariffs against China are not scheduled to take effect until later this year, presenting time for discussions and, 
hopefully, a trade deal.   
    Until things become clear, the logical conclusion is that the market will continue to experience more volatility.  Pro-
spects for the stock market remain positive primarily because of the general strength of the economy.  Nevertheless, 
increased vigilance for signals that suggest the market is signaling which direction it may go – either to the upside or to 
the downside – remains critical.   
    The good news is that long-term investors with well diversified portfolios that are aligned with their risk tolerances 
should be able to weather the near-term challenges that may lie ahead.  If there is any concern or question on the pre-
sent allocation of your portfolio, or if you would like to review your financial plan, please feel free to reach out to us.   
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