
 

 
 

Monthly Review 
March: “Under Pressure” 

Asset Class Index    February 

 

YTD 1 Year 3 Year 5 Year 

US Large Cap S&P 500 Index (2.54) 
 

(.76) 13.99 10.78 13.31 

US Mid Cap Russell Mid Cap Index 0.0 (.58) 11.64 7.47 11.55 

US Small Cap Russell 2000 Index 1.29 (.08) 11.79 8.39 11.47 

Int’l Developed MSCI EAFE Index (1.80) (1.53) 14.80 5.55 6.50 

Int’l Dev. Small Cap MSCI EAFE Small Cap Index (1.13) .24 23.49 12.25 11.10 

Emerging Markets MSCI Emerging Mkts Index (1.86) 1.42 24.93 8.81 4.99 

US Inv Grade Taxables Barclays Interm Aggregate Index .45 (1.05) .51 1.02 1.45 

US Inv Grade Munis Barclays Municipal Index .37 (1.11) 2.66 2.25 2.73 

High Yield Bonds Barclays US Corp High Yield Index (.60) (.86) 3.78 5.17 4.99 

Bank Loans S&P/LSAT Leveraged Loan Index .32 1.58 4.67 4.33 4.16 

Emerging Market Bonds JPM Emerging Mkt Bond Index .38 (1.78) 3.34 5.48 3.86 

US Real Estate Wilshire US REIT Index 4.10 (7.48) (3.64) .97 6.13 

Int’l Real Estate Wilshire x-US REIT Index 2.11 (1.11) 12.92 4.14 4.56 

Commodities S&P GSCI Enh. Commodities Index 2.22 2.19 13.83 (4.15) (11.88) 

Cash Equivalents Citi 3 Month T-Bill .14 .35 1.11 .53 .34 

        A Look Back 

“Under Pressure” was the hit song written and recorded by the British rock band Queen, in collaboration with the iconic David 

Bowie.  It reached #1 on the UK and U.S. singles chart after being released in 1982.  It was often played in the MTV era of the early 

1980’s and was voted one of the top songs of the decade.  Currently, the title acts as a pretty good description of our financial 

markets.  After a strong start to 2018 (the S&P 500 was +5.9% in January), February, and now March have seen volatility increase 

and equity prices decrease as the pressure has mounted.  After a -2.54% return in March, the broad equity index is now in negative 

territory YTD at -.76%.  It marks the first negative quarter since 3
rd

 quarter 2015.  That is nine consecutive quarters of positive 

performance!  One could certainly argue that we were just due, and from a historical perspective, that might be true.  However, just 

like the basketball player that makes nine shots in a row, and then misses his tenth, you don’t take much solace in knowing that you 

made the previous nine…you just wish you had made the tenth.  And so we are in our markets.  It has been a historical positive run 

since the low of 666 in the S&P 500 in March of 2009.  Recently, we have seen a period of low-to-no volatility of all of 2017 take a 

fairly drastic turn in the first quarter of 2018.  We have already had more 2% daily moves this year than all of 2017 and 2016 

combined.  After trailing in all of 2017, and the first two months of this year, Small Cap stocks did better with a 1.29% return, as 

both International Developed and Emerging Markets retreated.  Fixed Income markets reversed their negative trend as both the 

Barclays Intermediate Aggregate and Municipal indexes showed positive returns; even as the Fed increased short term rates 

another .25% as expected mid-month.  In addition to all the above, we had some tough tariff talk coming from Washington that has 

added to market uncertainty, both from a macro view and a specific company standpoint.  Which industries might be benefit or be 

hurt?  Could it lead to an all-out tariff war?  The truth is we don’t know yet, and without additional details, probably won’t for some 

time.  However, uncertainty and equity markets, in particular, typically don’t go well together… 

 A Look Ahead 

 We will dive into our thoughts on how the rest of 2018 might play out in our upcoming quarterly piece, but there is no question 

that the landscape and the vibe have changed over the first three months of the New Year.  As 

mentioned, market volatility, as measured by the VIX, has more than doubled in the last couple of 

months and is back with a vengeance.  Depending on who you talk to, or who you believe, market 

valuations are either somewhat high to extremely high.  We believe that market valuations are indeed 

stretched by most historical and reliable measures.  The problem is they can remain stretched and 

elevated for some time.  We still believe that equities, both domestically and globally, have the 

possibility of outperforming traditional fixed income measures this year.  However, the road, like many 

here in Western Pennsylvania are likely to be filled with potholes…putting us all under pressure. 

 Loyd Johnson,  
Chief Investment Officer 

 


