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 Volatility returned to the markets globally last week with most major equity indices declining more 
than 5%.

 Losses last week brought month to date returns for the S&P 500 and Dow Jones Industrial Average 
below -7% and erased strong gains seen in January.

 Despite the swings in the equity markets, bonds markets remained relatively calm. The U.S. 10 Year 
Treasury Note finished the week yielding 2.83% just 0.01% below the prior week’s close. Corporate 
bond spreads widened modestly and high yield bonds returned -1.4%.

You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and 
income, as reported by the commercial databases involved.

 The market declines occurred during a week where there was a lack of significant economic or 
fundamental headlines, indicating this selloff could have been fear based or a rationalization of elevated 
prices following strong gains in January.

 Our market dashboards continue to indicate the global economy & credit markets are healthy and the 
probability of near-term recession is low.

 There has been speculation that the selloff was triggered by fear of inflation after unexpectedly high wage 
growth was detailed in the previous week’s Department of Labor report. While this could have been a 
factor, stable treasury yields during the week indicate the market has not repriced the risk of inflation 
(rising inflation is often accompanied by rising interest rates).  

 We had previously noted that 2017 marked a historic year of low volatility and the first calendar year since 
1926 in which the S&P 500 Index had positive returns in every month. Despite the improving health of 
the global economy we have been preparing client portfolios for increased volatility and are well 
positioned.

 Intraday trading was also volatile with market losses or gains typically accelerating in the last few hours of 
the trading day, indicating that algorithmic trading strategies may have had a role in exacerbating the 
volatility.



Past Performance Is No Guarantee Of Future Performance. Any 
opinions expressed are current only as of the time made and are 
subject to change without notice. This report may include estimates, 
projections or other forward looking statements, however, due to 
numerous factors, actual events may differ substantially from those 
presented. The graphs and tables making up this report have been 
based on unaudited, third-party data and performance information 
provided to us by one or more commercial databases. Additionally, 
please be aware that past performance is not a guide to the future 
performance of any manager or strategy, and that the performance 
results and historical information provided displayed herein may have 
been adversely or favorably impacted by events and economic 
conditions that will not prevail in the future. Therefore, it should not 
be inferred that these results are indicative of the future performance 
of any strategy, index, fund, manager or group of managers. While we 
believe this information to be reliable, Pathstone Federal Street bears 
no responsibility whatsoever for any errors or omissions. Index 
benchmarks contained in this report are provided so that performance 
can be compared with the performance of well-known and widely 
recognized indices. Index results assume the re-investment of all 
dividends and interest. Moreover, the information provided is not 
intended to be, and should not be construed as, investment, legal or tax 
advice. Nothing contained herein should be construed as a 
recommendation or advice to purchase or sell any security, investment, 
or portfolio allocation. Any investment advice provided by Pathstone is 
client specific based on each clients' risk tolerance and investment 
objectives. This presentation is not meant as a general guide to 
investing, or as a source of any specific investment recommendations, 
and makes no implied or express recommendations concerning the 
manner in which any client's accounts should or would be handled, as 
appropriate investment decisions depend upon the client's specific 
investment objectives.

U.S. Large Cap Equity is represented by the S&P 500 Index, with 
dividends reinvested. U.S. Small Cap Equity is represented by the 
Russell 2000 Index. Developed Non-U.S. Equity is represented by the 
MSCI EAFE Index. Emerging Market Equity is represented by the 
MSCI EM Index. Real Estate is represented by the S&P Global 
Property Index. Commodities are represented by the DJ UBS 
Commodity Index. Natural Resource Equities are represented by the 
S&P North American Natural Resources Index. U.S. High Yield Debt 
is represented by the Bloomberg Barclays U.S. Corporate High Yield 
Index. Emerging Market Debt is represented by the JPM GMI-EM 
Global Diversified Index. U.S. Aggregate Bonds is represented by the 
Bloomberg Barclays U.S. Aggregate Bond Index. U.S. Treasuries is 
represented by the Bloomberg Barclays U.S. Treasury Index.  U.S. 
Municipal Bonds is represented by the Bloomberg Barclays Municipal 
1-10yr Index. 
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