
 

 
 

Monthly Review 
May: “I don’t think the heavy stuff’s coming down for quite a while” 

Asset Class Index May 

 

3 Mo YTD 1 Year 3 Year 5 Year 

US Large Cap S&P 500 Index 2.41 0.19 2.02 14.38 10.97 12.98 

US Mid Cap Russell Mid Cap Index 2.22 2.04 1.45 12.11 8.02 11.26 

US Small Cap Russell 2000 Index 6.07 8.37 6.90 20.76 10.98 12.18 

Int’l Developed MSCI EAFE Index -2.25 -1.82 -1.55 7.97 4.33 5.93 

Int’l Dev. Small Cap MSCI EAFE Small Cap Index -0.96 -0.75 0.63 14.65 10.34 10.92 

Emerging Markets MSCI Emerging Mkts Index -3.54 -5.76 -2.61 14.03 6.17 4.52 

US Inv Grade Taxables Barclays Interm Aggregate Index 0.63 0.57 -0.94 -0.55 1.06 1.61 

US Inv Grade Munis Barclays Municipal Index 0.39 0.16 0.56 0.29 0.82 0.79 

High Yield Bonds Barclays US Corp High Yield Index 2.09 4.05 3.15 6.38 5.22 4.36 

Bank Loans Credit Suisse Leveraged Loan Index 0.19 1.00 2.27 4.50 4.19 4.11 

Emerging Market Bonds JPM Emerging Mkt Bond Index -1.08 -2.16 -4.27 -1.71 4.09 3.56 

US Real Estate Wilshire US REIT Index 3.60 9.35 -2.81 1.88 4.74 7.12 

Int’l Real Estate Wilshire x-US REIT Index -1.01 2.97 -0.28 8.45 4.52 5.42 

Commodities S&P GSCI Enh. Commodities Index 1.45 8.92 8.89 25.84 -4.83 -9.61 

Cash Equivalents Citi 3 Month T-Bill 0.15 0.42 0.64 1.28 0.62 0.39 

        A Look Back 

The time-tested line comes from the 1980 cult classic move Caddyshack.  Played by Bill Murray, Carl, the course groundskeeper was 

caddying for a local Bishop as the skies opened to heavy rain and lightning.  Prior to the storm, the Bishop was shooting the round of 

his life and did not want to quit, as he asked Carl what he thought about continuing.  The full response was, “I’d keep playing…I 

don’t think the heavy stuff’s coming down for quite a while.”   Now, of course, the Bishop was struck by lightning seconds later and 

Bill Murray dropped the bag on the course and slithered away.  It seems like this is not a bad analogy for current markets.  We have 

enjoyed a nine year decidedly positive run in domestic equities, and with the return in May, the S&P 500 is up YTD at +2.02%.  We 

went through a period earlier this year where we had a correction of over 10% from market highs, causing concern.  However, since 

mid-April, we have plodded along, with tailwinds from strong economic numbers and positive first quarter corporate earnings to 

erase much of that concern.  With 98% of companies reporting in the S&P 500, 77% beat earnings estimates with a combined 24.6% 

annualized earnings per share growth rate.  The jobs report came out last Friday showing that we added another 223,000 to the 

workforce, with the actual unemployment rate falling to an 18 year low of 3.8%.  By most important measures, this economy is 

humming along just fine.  In addition to the Large Cap return, Small Cap domestic stocks did particularly well in May, returning 

6.07%.  U.S. REITS bounced back with a 3.60% return, while Commodities continued to be a solid asset class diversifier with a 1.45% 

number, bringing the YTD return to 8.89%.  Fixed Income benchmarks produced positive returns for the month with High Yield 

leading the way at 2.09%.  The collective feeling ending the month was much different than the beginning.  The sun was at least 

visible again and those storm clouds had drifted away. 

 A Look Ahead 

 As we ponder the markets for the rest of 2018, we certainly take comfort in the latest economic and 

corporate good news referenced earlier.  The markets have also done a pretty amazing job of 

shrugging off various political and geopolitical minefields.  We continue to favor Equities over Fixed 

Income slightly in our asset allocation process.  Contrary to many pundits, growth stocks continue to 

outperform value across all capitalizations.  With another rate hike expected this month, holding 

some cash in portfolios has become somewhat less frustrating for many managers.  Current money 

market levels are around 1.50% nationally.  We do note that although most of the earnings news was 

good, some large companies also guided expectations lower for the rest of the year.  We continue to 

believe that a thoughtful asset allocation strategy with appropriate diversity is the best way to 

combat uncertainty.  If only it was just as simple as picking yesterday’s winners.  We believe that there will be a time, as there 

always is, when some heavier stuff will fall, but for now…. we say keep playing. 

 Loyd Johnson,  
Chief Investment Officer 

 


