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U.S. stocks had their best August in 18 years as the
Dow Jones Industrial Average rose +2.2%, the S&P
500 gained +3.0%, and the tech heavy NASDAQ
climbing +5.7%. Although the NASDAQ and S&P 500
pushed to new highs during the month, they have
since retreated due to the uncertainty around US
trade policy. Much of the August climb was driven
by tech stocks such as Apple +20%, Amazon +13%
and Netﬂix +9%. Investors continued to pull money
out of international stocks sending the Stoxx
Europe down -0.8% and the Shanghai Composite
fell -5.3%.

Economic reports were positive in August as well. Gross Domestic Product (GDP) grew
faster than estimated in the second quarter, and after-tax corporate proﬁts are
accelerating faster than they have in the previous six years. The Federal Open Market
Committee (FOMC) decided to keep interest rates at current levels, but indicated it is highly
likely there will be a rate increase in September.
The Race to Zero
With the advent of exchange traded funds (ETFs) oﬀering low internal expense, mutual
fund companies have reacted by reducing their own fees, sometimes even lower than an
ETF. Recently, Fidelity Investments announced a reduction in the expense ratios of several
of their mutual funds.
Keep in mind, just because a mutual fund has lower expenses, doesn’t mean it is a better
alternative than an ETF. Mutual funds typically distribute capital gains more often than
ETFs, making them less tax eﬃcient. In addition, as ETFs trade like a stock, it is possible to
take advantage of intra-day market swings, where mutual funds are purchased or sold at
the end-of-day price.
When opportunities arise to reduce client expenses, we take action. One example is the
ETF we had been utilizing for exposure to Treasury Inﬂation Protected Securities, or TIPS.
When Fidelity reduced their similar TIPS mutual fund to a lower expense ratio than the ETF,
we moved to the mutual fund. When comparing the two, they had a similar composition
and historical returns, however the Fidelity mutual fund’s expenses were one-quarter of the
ETF (0.05% vs. 0.20%).
Bond mutual funds typically do not distribute many capital gains, and bonds do not have
the daily volatility that a stock does. Therefore, we did not see a disadvantage of moving
from the ETF to the mutual fund. Although our allocation to TIPS is small, this is just one
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example of how we continue to reduce portfolio expense, and thus allowing our clients to
keep more of the return.

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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