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January 2018 

 

Jittery Start to February 

 Before addressing the January market commentary, we want to first address the sudden 

market volatility in early February.  

 A pull-back in stocks was long overdue. Equity markets had gone about a year and a half 

without a five percent correction, as opposed to an average frequency of once every 10 

weeks.  As indicated in the chart below, it is normal to experience significant equity market 

declines within a calendar year. 

 A potential catalyst for the pullback was last Friday's U.S. jobs report, which noted that wage 

growth has accelerated somewhat more than expected. The markets may be questioning 

inflationary pressures and if the Fed may take stronger actions to slow the economy. 

Nonetheless, the credit markets are not currently signaling deeper concerns, consumers are 

spending at a healthy clip, and corporate profits are strong on above-average revenues and 

lower taxes.  

 Successful investors are characterized by maintaining a disciplined and forward-looking 

approach to asset allocation, especially when markets are volatile. 

  

Source: Standard & Poors, Morningstar and Hartford Funds 
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Market Update and Economic Developments  

 As of January month-end, 90 companies in the S&P 500 had reported their 2017 earnings, 

up 8.6% year-over-year. When all companies have reported, the consensus estimate is for a 

10.8% increase in earnings for 2017 and a 7.3% increase in corporate revenues. 

 The S&P 500 logged its strongest start to a year since 1997, up nearly 6% in January.  

 The U.S. dollar declined, reaching a three-year low against the euro at 1.24 U.S. dollars per 

euro.  

 All major equity markets continued to rally, with emerging markets, led by emerging Asian 

markets, finishing the month with more than an 8% return.  

 Small cap equities were the laggards this month. When a falling U.S. dollar helps overseas 

sales, small companies tend to benefit less than large caps. 

 

 

 

 

 

 

 

 

 

 

 

Benchmark Indexes: Large Cap = S&P 500; Mid Cap = Russell Mid Cap; Small Cap = Russell 2000; International Developed = MSCI EAFE; 

Emerging Markets = MSCI EM. 
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Fixed Income Market Update and Economic Developments  

 The U.S. 10-year Treasury spiked, ending the month with a yield at 2.7%, up from 2.4% at the 

beginning of the year.  

 At its late-January meeting, the Fed left the federal funds rate unchanged. The Fed is 

scheduled to meet again in March, at which time the markets expect a rate hike. 

 High yield spreads (the difference in yield between a high yield bond and a U.S. Treasury of 

the same maturity) were relatively flat in January at 3.3%, on market expectation that the 

U.S. economy will avoid a recession this year.  

 Commodities finished the month up nearly 2%, due to a slight uptick in inflation and 

declining inventories.  

 MLPs rallied in January on the tailwind of December’s Republican-led tax reform, as well as 

investors looking for values. 

  

 

 

 

 

 

 

 

 

 

Benchmark Indexes: Domestic Fixed Income - Barclays US Agg; Municipal Bonds - Barclays 4-6 Yr Muni; High Yield - Barclays US Corp. HY; 

Floating Rate – CSFB Leveraged Loan Index; Commodities - Bloomberg Commodity; MLPs - Alerian MLP Infrastructure. 
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