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Enter Volatility
After a calm 2017 and ﬁrst month of 2018, February has reminded investors that the potential for
higher returns with stocks also comes with the potential for higher volatility. Often volatility signals
a change in leadership.
For the past 35 years interest rates have declined and the bond market has been in a bull market.
After the 2008 ﬁnancial crisis income strategies which focused on bonds and higher dividend
paying stocks have rewarded investors. Recent fears of deﬂation only supported the trend.
However, in early 2016 the global economy began to reﬂate and now inﬂation is beginning to
make headlines again. The deﬂation story is over. Something is changing, the economy is getting
stronger and the decline in interest rates is over. When interest rates rise, income strategies will
no longer work. New leadership will emerge.
Yes, higher inﬂation and interest rates can be a headwind to both stocks and bonds. However, if
the economy gets stronger, that should lead to higher corporate earnings to support equity prices.
We have yet to see the full impact of the recent tax overhaul and currently U.S. lawmakers are
discussing a massive infrastructure spending plan.
Based upon historical numbers, we have been overdue for a pullback. According to the Wall Street
Journal, the S&P 500 in January posted its longest streak of monthly gains in almost six decades.
Although they are painful to experience, stock market corrections are part of the investing
experience. Typically, we experience a correction of 10% or more about once a year. It had been
two years since the last one.
We would not be surprised to see a few more days of selling pressure. During times of market
stress, various investment strategies and products end up on the wrong side of the trade which
causes forced selling. We believe we have witnessed that happening throughout the week. It will
take some more time for the market to adjust to the change in trend and the forced selling to
alleviate. Once that is complete we believe the market will once again focus on the economy.

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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