
  

 

 

 

 

 

 

 

 

Monthly Financial Market Update 
May 1, 2018 

 

The summary below is provided for educational purposes only. If you have any thoughts or would like to 

discuss any other matters, please feel free to contact me. 

 

Competing Forces 

 

Since stocks rolled over near the end of January, there has been a sharp pickup in volatility –  big gains on 

some days and big losses on others. But the selloff since the January 26th peak has been modest. 

 

Index April Return* 2018 YTD Return % 
DJIA1 +0.25 -2.25 
NASDAQ Composite2 +0.04 +2.36 
S&P 500 Index3 +0.27 -0.96 
FTSE Developed 
ex North America Index4 

+2.04 -0.13 

Bond Yields Yield - % a/o Apr 30 & Change* Yield - % a/o Dec 29, 2017 
3-month T-bill 1.87      +0.14 1.39       
2-year Treasury 2.49      +0.22 1.89       
10-year Treasury 2.95      +0.21 2.40            
30-year Treasury 3.11      +0.14 2.74        
Commodities Apr 30 Price, Monthly Change* Year end 2017 
Oil per barrel5        $68.57                +3.63 $60.42 
Gold per ounce6    $1,313.20               -10.65 $1,296.50 

Sources: U.S. Treasury, MarketWatch, St. Louis Federal Reserve, CNBC 

* Monthly: March 29, 2018 – April 30, 2018  

 

The Dow Jones Industrial Average®, which is the oldest and best known of the market averages (made of 

30 large, well-known firms), is down 9.2% from its closing high as of April 30 (St. Louis Federal Reserve). 

 

The S&P 500 Index®, which as its name implies consists of 500 larger companies, is down 7.8%. In both 

cases, the declines have been modest by historical standards. While markets trend higher over the longer 

term, we recognize that bumps in the road are normal.  

 

Last year’s big advance left some investors with a false sense of security. Throw in very low volatility and 

it’s easy to forget that temporary pullbacks are the norm. 

 

Successfully timing such selloffs – getting out at the top and back in at the bottom – are next to impossible. 
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We can mitigate risk, but not eliminate it. I understand that dips can sometimes be unpleasant, but they are 

incorporated into a long-term investment plan designed to reach your financial goals. 

 

While shares aren’t far from all-time highs, we have, as noted above, experienced a much greater degree of 

volatility compared to 2017. Figure 1 highlights such volatility.  

 

Through all of 2017 and the first month of 2018, the S&P 500 Index registered a daily change of 1% or 

more just 10 times. Over the next three months, the number of plus/minus daily changes accelerated to 29. 

 

 
 

It’s another tangible measure that illustrates we’re seeing wider price swings. 

 

China and the uptick in rates 

Trade tensions subsided after China’s president gave a conciliatory speech last month. He didn’t offer much 

in the way of concessions, but his tone was designed to ratchet down the rhetoric. Still, the issue isn’t going 

away, and protectionism and the potential hit to U.S. exports remains a concern as deadlines loom. 

 

Unlike the steel and aluminum tariffs, even free traders agree China’s trade practices, which include forced 

technology transfers and restricted access to Chinese markets, are undermining the trading system (Wall 

Street Journal). 

 

Some will agree with Trump’s approach and others will not, but both agree on the desired outcome. 

 

Stocks have also run into modest resistance amid an increase in interest rates, including the yield on the 10-

year Treasury bond. 

 

The yield on the benchmark Treasury breached 3% for the first time since late 2013 – see Figure 2. Most 

analysts point to forecasts of faster U.S. growth, forecasts that inflation may tick higher, and the belief the 

Fed will continue to gradually hike the fed funds rate. Projections that point to higher budget deficits may 

also be playing a role.  
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At about 3%, the 10-year bond remains at a historically low rate, but the recent rise has injected some 

uncertainty into the shorter-term outlook. 

 

 
 

There is no shortage of academic theory to explain how rates may impact stocks. While an improving 

economy aids earnings and support shares, let’s avoid the academic weeds and keep things simple: rates 

that rise too quickly could slow economic growth and compete with stocks for the investors’ dollar. 

 

The big winner – Q1 earnings…so why doesn’t it matter 

Q1 S&P 500 profits are forecast to rise an astounding 25.0% from a year ago (Thomson Reuters I/B/E/S as 

of 5.1.18, with 60% for companies having reported). This compares with a forecast of a still-strong 18.5% 

on April 1. That’s a significant upward revision. 

 

More firms are beating analyst expectations than ever before (Bloomberg) and are beating by a wider-than-

average margin. While strong earnings growth is an underlying support, it’s not fueling further gains. 

 

Trade tensions and rates may be creating some headwinds, but it appears the very strong profit season may 

have already been priced in. Further, Q1’s upbeat numbers aren’t sustainable into 2019.  

 

For starters, we won’t be getting another reduction in the corporate rate next year. However, earnings 

growth going forward will be compounded from a higher base. 

 

How that is being priced into shares is unclear, but it is likely supportive of stocks longer term. Still, as we 

head into May, competing forces are creating volatility and have been keeping shares in a range. 

 

If you any questions or have any items you would like to discuss, please feel free to reach out to me. 

 

Warmest Regards, 

 

  Jeremy R. Hofer 
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Share! 

It’s OK with us if you would like to share the Market Update with your friends, 

family and neighbors. We love meeting new folks! 

 

 

It is important that you do not use this e-mail to request or authorize the purchase or sale of any security or commodity, or to 

request any other transactions. Any such request, orders or instructions will not be accepted and will not be processed. 

 

All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 

solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 

 

Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 

and commodities mentioned in this report may not be suitable for everyone. 

 

U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 

return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of 

principal and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) 

obligations of the U.S. government. 

 

Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and 

there can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 

referenced will be profitable or be suitable for your portfolio. 

 

The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material 

is accurate or complete. The information contained in this report does not purport to be a complete description of the 

securities, markets, or developments referred to in this material. Any information is not a complete summary or statement of 

all available data necessary for making an investment decision and does not constitute a recommendation. 

 

Before making any investments or making any type of investment decision, please consult with your financial advisor and 

determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 

may impact your financial goals. 

 

All opinions are subject to change without notice in response to changing market and/or economic conditions. 

 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly.  Past performance 
does not guarantee future results. 
2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance does not guarantee 
future results. 
3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past performance does not 
guarantee future results. 
4 The FTSE Developed ex North America Index is an unmanaged index of large and mid-cap stocks providing coverage of developed markets, 
excluding the US and Canada. It cannot be invested into directly. Past performance does not guarantee future results. 
5 New York Mercantile Exchange front-month contract; Prices can and do vary; past performance does not guarantee future results. 
6 London Bullion Market Association; gold fixing pricing; Prices can and do vary; past performance does not guarantee future results. 
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Content was provided by an independent third-party journalist. Index returns do not represent the performance of Hofer & 

Associates or any of its advisory clients. Historical performance results for investment indexes and/or categories, generally do 

not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 

incurrence of which would have the effect of decreasing historical performance results. There are no assurances that a 

portfolio will match or outperform any particular benchmark. 

 


