
What a difference the perspective of time makes. 2017 was a strong year for the stock market, repeatedly setting new highs. 
It was a year that lacked volatility and rewarded investors for being diversified. While 2018 started out looking like 2017, that 
all ended in February when market turmoil returned, reversing the market’s upswing. Since then, technology stocks and small 
caps have led a narrow charge, as many global stock and bond indices were down for the first half of the year.* 

Currently, market indicators like optimistic corporate earnings, strong unemployment numbers, and positive consumer and 
business sentiment suggest support for continued market growth. Short-term, however, headline risks have been hindering 
that growth.  Concern over interest rates, inflation, and a trade war have provoked frequent market swings.*   

Throughout the early years of the post-2008 bull market run, the Federal Reserve held interest rates low. Since December 
2015, they’ve raised them seven times, and have forecast measured increases over the next two years. Keep in mind that 
current interest rates and inflation are still at relatively low levels, and the mere threat of them rising isn’t necessarily a bad 
thing. They can result in higher savings rates and pay increases, and generally signal a healthy economy. But, the markets 
shudder at the thought of the buying power of future earnings being eroded and borrowing becoming more expensive.

Additionally, President Trump has imposed stiff tariffs on, among other things, steel and aluminum imports, in an attempt to 
level the playing field and enact “fair” trade. This has fueled investor concern over protectionist policies and possible trade 
wars, producing volatile market reactions. Retaliatory tariffs have resulted, mainly from China, as well as unintended effects 
on U.S. exporters. While a full-blown trade war is improbable, and negotiations are underway, the market has clearly not 
enjoyed yet another uncertainty.

Market downturns are temporary, persistent and entirely normal disruptions in long-term investing. While sticking to a 
disciplined investment plan during these declines is usually the prudent course of action, that’s easier said than done.  Every 

investor, at some point, feels compelled to react to near-term economic “noise” and change course. 

Managing the ups through the downs.

2Q18 YTD

S&P 500 Index1 3.43% 2.65%

Dow Jones Industrial Average2 1.26% -0.73%

Nasdaq Composite3 6.61% 9.37%

Russell 2000 Index4 7.75% 7.66%

MSCI EAFE (net) Index (foreign developed)5 -1.24% -2.75%

MSCI Emerging Markets (net) Index6 -7.96% -6.66%

Bloomberg Barclays U.S. Aggregate Bond Index7 (bonds) -0.16% -1.62%

BofA Merrill Lynch 3-Month Treasury Bill8 (cash) 0.45% 0.81%
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Consider these two contrasting market moments:

In 2016, the S&P 500 fell -9% in the first 20 days of January due to fears of falling oil prices and a tumbling China stock market.  
Over the next two months, the market rallied, finishing the first quarter +1.4%.  2016 ended the year up +12%, a 21% swing 
from the early-year low (Source: Zephyr StyleADVISOR).  

Conversely, 2018 began with the S&P climbing +7.5% to an all-time high on January 26 as technology stocks maintained their 
momentum and corporate tax cuts added stimulus. February and March subsequently gave back all of January’s gains on 
fears of rising interest rates and inflation, ending the first quarter down -0.8% (Source: Zephyr StyleADVISOR). 

Now, imagine someone playing with a yo-yo while climbing a flight of stairs. The yo-yo 
symbolizes the stock market while the stairs are an investor’s long-term investment horizon. 
By definition, a yo-yo goes up and down while the stair climb is a steady ascent. The emotional 
challenge for investors is controlling the natural urge to follow the yo-yo instead of focusing 
on the stairs.  

Depending on your perspective, the yo-yo goes down and up, or up and down, just like the 
market. But, thanks to the stair’s incline, the height of the yo-yo climbs progressively. The 
market doesn’t simply go up 1 point, then down 1 point. If that were the case, there would never 
be any growth in the market. Instead, it moves unevenly. Sometimes the down is greater than 
the up, but over extended periods of time, the market appreciates. Over longer timeframes, it 
rises a lot and falls a little. Chalk that up to investor behavior – greed trumps fear. 

The important history lesson here is that patient investors are rewarded. They set reasonable 
financial goals, follow sensible investment plans, diversify assets, rebalance regularly, control 
spending, and deny their emotions the chance to interfere. They bring to mind a tortoise, not a hare.

At CNB Wealth Management, we are proud of the team of experienced professionals that supports you with concierge-level 
service. The breadth of wealth solutions available spans many disciplines – Investments, Financial Planning, Trust Services, 
Estate Services, Retirement, Institutional, Family Wealth and Private Banking. We are here to help guide you along your road 
to financial success. We provide sensible education and calming advice during both bullish and bearish cycles. 

Following the recent merger of Genesee Valley Trust and Canandaigua National Bank & Trust, our advisors are excited to 
share with you how and why we are “Better Together” as CNB Wealth Management. Please feel free to reach out to us with any 
questions or concerns you may have. As always, thanks for the trust you have placed in us.

Sources: *Morningstar, Zephyr StyleADVISOR, and J.P. Morgan Asset Management as of 6/30/18.
This material is provided for general information purposes only and is not a recommendation or solicitation to buy or sell any particular security, product, or service.  Investments are not FDIC insured, 
are not bank deposits, are not obligations of, or guaranteed by Canandaigua National Bank & Trust or any of its affiliates. Investments are subject to investment risks, including possible loss of 
principal amount invested. Investments and services may be offered through affiliate companies. Past performance discussed does not predict future results.

Annual Returns and 
Intra-year Declines 

1. Since 1980, the S&P 
500 Index has had annual 
positive returns in 29 of 38 
years (76%). 

2. The average annualized 
return for the S&P 500 Index 
since 1980 has been 11.8%.

3. The average intra-year 
decline has been -13.8%. 
Source: J.P. Morgan Asset Management
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