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After hitting all-time highs on January 26th, market volatility picked up
sharply, making Q1 ’18 the most volatile quarter in nearly a decade. In
spite of this, major averages only recorded minimal losses (DJIA ↓ 2.49%,
S&P 500 ↓ -0.76%) for the quarter while the NASDAQ Composite posted
gains (NASD ↑ 2.32%). Geopolitics, headline risks and fears of disruption
to global trade were the main culprits for this volatility, which caused
stocks to end the quarter down more than 10% from their all-time highs
(the classic definition of a market correction).
While talk of trade wars and other conflicts (correctly) dominated
headlines, there is some good news on the political front. In late March,
reports surfaced that North Korean Leader Kim Jong-un visited China,
where a meeting with China’s President Xi is said to have resulted in
an agreement that includes a framework to denuclearize the Korean
Peninsula. This comes as a welcome reprieve from anxieties in the region
and could serve as a major diplomatic and foreign policy win for the
Trump Administration. Additionally, while fears of a trade war are front
and center, so far there is little evidence of disproportional retaliatory
tariffs from foreign trade partners. Furthermore, many have noticed that
the harsh rhetoric from Washington has often been diluted in practice.
The news of steel and aluminum tariffs, which initially sent the stock
market lower, proved to be little more than “for show” as the U.S.’s major
trading partners ended up being exempt from these tariffs.
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In guidance from the Federal Reserve, we saw the economic outlook for the U.S. raised with indications that
neither inflation nor other transient factors are likely to have any material negative impacts. While noting
concerns regarding what impacts a potential trade war might have, it is important to mention that such events
tend to be short term with only temporary impacts on economies.
If history is any indication, it is unrealistic to expect markets to run up like they did in 2017 with such little
volatility. Looking at the historical average of days where the VIX, a widely used index of volatility, was below ten
(indicative of lower volatility), it is easy to see how 2017 stands out. Last year produced 52 days of low volatility
while the historical average is 2 such days per year (since 1990). So far for 2018, we’re seeing volatility begin to
revert to its mean. In the view of the GGFS Investment Committee, the recent uptick in volatility is a return to a
more normal level which has historically accompanied a healthy market environment.
As we’ve often stated, markets function in cycles; from 2014 through the first half of 2017, corporate profits were
scarce. As such, investors were willing to pay a premium for companies that showed significant growth potential.
As a result, we saw “growth” stocks outperforming their “value” brethren. Now that the economic growth is strong
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and corporate profits are soaring, history suggests that investors will be less willing to pay a premium for growth
(as it has become more abundant), likely causing high-quality dividend stocks to outperform. As the following
chart demonstrates, value stocks have historically thrived in a high-growth environment, outpacing their growth
counterparts significantly:
And though we expect that high-quality
dividend paying stocks, like we hold in our
Dividend Buster Program, will outperform,
we continue to advocate for a well-diversified
portfolio that includes an array of different
strategies. Where appropriate, we believe that
this diversification can be found through our
tactical ETF strategy and through an exposure
to growth stocks held in our Revenue Buster
Program.
As always, we highly recommend you schedule
a review with your advisor to ensure your
investment profile and policy stay current and
up to date.

Don’t Forget

Schedule your quarterly review with your GGFS Investment Consultant

Visit ggfs.com to schedule your
quarterly review or contant your
Investor Services Representative or
Investment Consulant

Please see articles for important disclosures.
The market value of convertible bonds and the underlying common stock(s) will fluctuate and after purchase may be worth more or less than original cost. If
sold prior to maturity, investors may receive more or less than their original purchase price or maturity value, depending on market conditions.
Past performance is not a guarantee of future results.
Opinions express herein are those of Investment Committee, and are subject to change without notice and may differ or be contrary to the opinions or
recommendations of Gary Goldberg Financial Services, Bruderman Asset Management or Montebello Partners, LLC. These opinions are not investment
advice, recommendations, or an offer or solicitation to buy or sell any securities. Any price or quotation contained herein are indicative only and
do not constitute an offer to buy or sell any securities at any given price. No representation or warranty, either expressed or implied, is provided
in relation to the accuracy, completeness, reliability, or appropriateness of the information or methodology contained in this material. Opinions
expressed are not investment recommendation or advice and should only be considered as a single factor in any investment decision. Investors should
consult with their own investment advisor prior to making any investment decisions. Gary Goldberg Financial Services, Bruderman Asset Management,
Montebello Partners, and/or their affiliates may have an interest long or short and may be actively trading the securities mentioned in this report and
may in fact be executing a strategy contrary to the opinion shared within this report. Gary Goldberg Financial Service, Bruderman Asset Management,
Montebello Partners, LLC, its directors, officers and employees, including Oliver Pursche, do not accept any responsibility or liability for any loss or
damage arising out of the use of all or any part of these materials.
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