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February was another strong month for the equity
markets with the S&P 500 up 3.97%. The large cap US
index is now up 24.98% over the past 12 months. Only a
year ago the capital markets were experiencing a selloﬀ
due to concerns over slowing global growth. At that time
one could not have expected that there would now be a
growing consensus that the Federal Reserve will be raising
interest rates due to positive global growth.

Positive Economic Growth & Associated Risks

The 2016 ﬁrst quarter selloﬀ a year ago most likely marked the low in commodity prices and
industrial activity for the current economic cycle. There has been meaningful progress in both for
the US and global economy over the past year. Below is a chart of the Citigroup Economic Surprise
Index which includes the yield on the two year US Treasury. A positive reading of the index
suggests that economic releases have on balance been beating consensus estimates. The far right
of the chart shows the US (red), Eurozone (blue) and Emerging Markets (green) have now all
moved up to multi-year highs on the index. At the same time shorter term interest rates (black)
have been steadily climbing from historically low levels which is a reﬂection of the improving
economy.
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The positive economic data has been developing over the past year, and the agenda of the Trump
Administration, which is pro-growth, should only support those trends. Although the global
growth will help to support corporate earnings and stock prices, it should also mark the end of the
three decade long bond bull market.
As bonds are an integral part to any diversiﬁed portfolio, the risk now associated with this asset
class should be managed carefully. Our investment process, which is based upon a moderate
allocation, dictates 30% to 45% of a portfolio to be invested into bonds. Bonds, or ﬁxed income,
provide cash ﬂow and act as “portfolio insurance” during market declines. Therefore we will
always have an allocation to ﬁxed income. However, we are managing the potential risk to this
asset class by having an allocation at the lower end of the range (30%), and investing in bonds with
shorter maturity dates.
In addition, we are utilizing various hedging strategies to oﬀset the overall portfolio risk of having
a lower allocation to ﬁxed income. These hedging strategies typically have low correlation to
traditional stocks and bonds and assist in reducing portfolio volatility.

Important: Past performance may not be indicative of future results. Diﬀerent types of investments involve varying degrees of risk, and
there can be no assurance that the future performance of any speciﬁc investment, investment strategy, product, or any non-investment
related content, made reference to directly or indirectly in this communication will be proﬁtable, equal any corresponding indicated
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reﬂective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment advice from Abundance. To the extent that a reader has any questions regarding the
applicability of any speciﬁc issue discussed above to his or her individual situation, he or she is encouraged to consult with the
professional advisor of his or her choosing. Abundance is neither a law ﬁrm nor a certiﬁed public accounting ﬁrm and no portion of the
newsletter content should be construed as legal or accounting advice. Abundance’s current Firm Brochure discussing our advisory
services and fees is available upon request.
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