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THE MONTH IN BRIEF 
Investors certainly received a wake-up call in February. A correction hit Wall Street 
for the first time in nearly two years, and benchmarks overseas were also 
challenged. Two weeks later, though, the S&P 500 had gained back more than half of 
what it had lost in the dive. Prices of important commodities sank early in month, 
but recoveries followed. While the latest readings on fundamental indicators were 
largely upbeat, reports on retail sales and home sales disappointed. As the Jerome 
Powell era began at the Federal Reserve, investors wondered if four rate hikes would 
occur this year rather than the three the central bank had envisioned, given inflation 
pressure. 
 

DOMESTIC ECONOMIC HEALTH  
While the rollercoaster ride taken by equities dominated the news stream last 
month, inflation was also a hot topic. According to the Department of Labor, the 
Consumer Price Index advanced 0.5% in January, leaving annualized inflation at 
2.1%. The monthly number was the concern: the half-percent gain represented the 
largest single-month inflation jump in a year. The core CPI rose 0.3% in a month, 
which it had not done in nearly 13 years. Producer prices climbed 0.4% in January, 
with their year-over-year increase at 2.2%. Did the January numbers amount to an 
aberration, or was inflation pressure now stronger than it had been in some time? 
February’s data, due in mid-March, may shed further light on the matter. 
 

The Conference Board’s monthly barometer climbed another 6.5 points to a 
remarkable reading of 130.8. Also rising, the University of Michigan’s consumer 
sentiment index posted a mark of 99.9 during February; it had been at 95.7 when 
January ended. Consumer spending advanced 0.2%, and consumer income, 0.4%, in 
the opening month of 2018; retail sales, on the other hand, weakened 0.3%. The 
federal government’s final estimate of Q4 growth also came in at the end of the 
month: 2.5%. 
 

The pace of service sector growth picked up in January, according to the Institute for 
Supply Management; its purchasing manager index for non-manufacturing industries 
improved to a fine 59.9, rising 3.9 points. ISM’s other key PMI showed 
manufacturing sector expansion moderating just a bit in January; that PMI declined 
0.6 points to 59.1. Then, it rose to an especially strong 60.8 in February. 
 

In its January jobs report, the Department of Labor reported 200,000 net new hires 
in the year’s first month, with the jobless rate holding at 4.1%. (The U-6 rate, 
counting the underemployed, rose 0.1% to 8.2%.) The detail that jumped out, 
though, was the 2.9% annualized increase in hourly wages, a strong indication that 
employers were boosting pay as a response to the rising cost of living. 
 

Janet Yellen more or less continued the monetary policy established by the Federal 
Reserve under Ben Bernanke, and Jerome Powell is expected to follow suit. 
Testifying for the first time before Congress on February 27, the new Fed chair said 
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that he saw little near-term risk of a recession. “The next couple of years look quite 
strong,” he commented. “I would expect the next two years to be good years for the 
economy.” Maintaining a Goldilocks view, Powell noted that the central bank “will 
continue to strike a balance between avoiding an overheated economy and bringing 
PCE price inflation to 2 percent on a sustained basis.” Strategists have noted, based 
on Powell’s comments, that the Fed could opt to make four rate increases in 2018 
rather than the projected three. 
 

GLOBAL ECONOMIC HEALTH 
In the Asia-Pacific region, some of the latest signals were less than reassuring. By 
one barometer, China’s powerful economy cooled off notably last month. The 
P.R.C.’s official factory purchasing manager index fell a full point to 50.3 in February; 
economists polled by Reuters projected it would come in 51.2.The Nikkei 
manufacturing PMI for India showed a seventh straight month of industry expansion 
in February, but it also declined 0.3 points to 52.1. Also notable was the 6.6% drop in 
January for Japanese industrial output. 
 

To the west, Eurostat published statistics showing the jobless rate at 7.3% at the end 
of 2017 in the 28-nation Eurozone. Through January, the eurozone’s annualized 
inflation rate was 1.6%. In the middle of February, the latest Markit PMIs for the 
Eurozone displayed some impressive numbers: a manufacturing PMI reading of 58.5, 
a service sector reading of 56.7, and a composite mark of 57.5. All these indicators 
came in a half-point below forecasts, but nevertheless, they indicated a thriving 
economic engine. 
       

WORLD MARKETS 
Away from Wall Street, other equities benchmarks were deep in the red in February. 
The Shanghai Composite dropped 8.39% month-over-month; the Hang Seng, 6.97%; 
the Nikkei 225, 6.62%. India’s major indices, the Nifty 50 and BSE Sensex, 
respectively fell 5.21% and 5.18%. South Korea’s Kospi lost 5.72%; Taiwan’s TSE 50, 
just 3.21%. The MSCI Emerging Markets index stumbled 4.73%; the MSCI World 
index, 4.30%. 
 

Losses could certainly be found elsewhere. Mexico’s Bolsa dove 7.22%; Canada’s TSX 
Composite, 4.91%. France’s CAC 40 suffered only a 3.77% February loss, but the DAX 
gave back 6.78% in Germany, while the IBEX 35 tumbled 7.13% in Spain. The FTSE 
100 Eurofirst 300, 5.51%. The exceptions to all this: Russia’s Micex added 0.07% last 
month, and Brazil’s Bovespa gained 1.64%. 
                  

COMMODITIES MARKETS  
A mixed month for commodity futures brought significant losses, yet also a few 
major gains. Nearly all the winners were crops: cocoa improved 12.78%; wheat, 
6.92%; cotton, 6.43%; soybeans, 4.87%; corn, 3.46%; gasoline, 0.92%. Aside from 
those advances, there were plenty of retreats. Platinum slipped 1.65%; sugar, 1.66%; 
coffee, 1.68%; gold, 1.86%; copper, 2.83%; oil, 5.05%; silver, 5.14%; heating oil, 
7.93%; natural gas, 9.57%. Oil ended February at $61.52 on the NYMEX. Gold and 
silver closed out the month with respective settlements of $1,319.00 and $16.32 on 
the COMEX. 
 

Bitcoin had finished January at $9,995.87; as the trading day wrapped up on 
February 28, the price stood at $10,645.19, representing a monthly gain of 6.50%. 
The U.S. Dollar Index rose 1.38% for the month to 90.36. 
                          



REAL ESTATE 
High prices and higher mortgage rates were taking a toll on the housing market, and 
January’s 3.2% decline in existing home sales was merely the tail end of a trend, as 
the National Association of Realtors said that resales had also fallen 4.8% year-over-
year. In the opening month of 2018, the median price for an existing home was 
$240,500, a 5.8% rise from 12 months earlier. New home buying weakened 7.8% in 
January. More new homes were on the market in January than at any time in the 
past nine years, but the median new home price increased 2.5% to $323,000 in one 
month. 
 
Climbing home loan interest rates also held back sales. Freddie Mac said that the 
mean interest rate on the 30-year, fixed rate loan was at 4.40% on February 22. 
Roughly a month earlier (January 25), it was at 4.15%. Between January 25 and 
February 22, the average interest rate on the refinancer’s favorite, the 15-year FRM, 
rose from 3.62% to 3.85%; the mean rate on the 5/1-year ARM increased to 3.65% 
from 3.52%. 
 
Indicators from the Census Bureau offered some encouragement. Construction 
activity had increased in January: there was a 9.7% gain in groundbreaking, 
according to the Census Bureau, and a 7.4% advance for building permits. On the 
other hand, the NAR’s pending home sales index sank 4.7% in the first month of the 
year. 
       

LOOKING BACK…LOOKING FORWARD  

The major indices did recover impressively from their early February drop, but all 
three retreated for the month. The Nasdaq Composite was the least damaged, losing 
just 1.87% on the way to a February 28 close of 7,273.01. A 3.89% February loss left 
the S&P 500 at 2,713.83 as Wall Street closed for business on the eve of March. The 
Dow Jones Industrial Average slumped 4.28% for the month to 25,029.20. As for the 
small caps, the Russell 2000 gave back 3.97% across the month, falling to 1,512.45. 
The CBOE VIX settled at 19.85 on February 28, completing a 46.60% surge. 
 
 

% CHANGE Y-T-D 1-YR CHG 5-YR AVG 10-YR AVG 

DJIA +1.25 +20.26 +15.62 +9.89 

NASDAQ +5.35 +24.84 +26.03 +21.19 

S&P 500 +1.50 +14.82 +15.83 +9.84 
REAL YIELD 2/28 RATE 1 YR AGO 5 YRS AGO 10 YRS AGO 

10 YR TIPS 0.75% 0.34% -0.64% 1.26% 
 
  

    Sources: wsj.com, bigcharts.com, treasury.gov – 2/28/1818,19,20,21 

Indices are unmanaged, do not incur fees or expenses, and cannot be invested into directly. These returns do not 
include dividends. 10-year TIPS real yield = projected return at maturity given expected inflation. 

 

February’s correction took some of the zeal out of the market and provided a reality 
check for investors who watched equities start the year on a record-shattering pace. 
Did technical mostly spur the February selloff, or did fundamentals play a larger role 
than some investors dare to admit? You can make both arguments. Still, the collapse 
of the short-volatility trade may have driven the correction more than anything else; 
when real turbulence broke the calm on Wall Street, that trade imploded and 
equities were hit hard. What are the chances of another serious downdraft this 
year? Possibly slim, as investor perceptions about the economic outlook have not 
dramatically shifted. Earnings have been strong, some key indicators have been 
impressive, and the Fed has been upbeat in its assessment of economic conditions. 
So, if this long bull market has in fact entered its final phase (as some analysts 
believe), it appears to have considerable running room left. 



Catching Up on Retirement Saving 
If you are starting at or near 50, consider these ideas. 
     
Do you fear you are saving for retirement too late? Plan to address that anxiety 
with some positive financial moves. If you have little saved for retirement at age 50 
(or thereabouts), there is still much you can do to generate a fund for your future 
and to sustain your retirement prospects. 
 
Contribute and play catch-up. This year’s standard contribution limit for an IRA 
(Roth or traditional) is $5,500; common employer-sponsored retirement plans have 
a 2018 contribution limit of $18,500. You should try, if at all possible, to meet those 
limits. In fact, starting in the year you turn 50, you have a chance to contribute even 
more: for you, the ceiling for annual IRA contributions is $6,500; the limit on yearly 
contributions to workplace retirement plans, $24,500. 
 
Look for low-fee options. Lower fees on your retirement savings accounts means 
less of your invested assets going to management expenses. An account returning 
6% per year over 25 years with an annual expense ratio of 0.5% could leave you with 
$30,000 more in savings than an account under similar conditions and time frame 
charging a 2.0% annual fee. 
 
Focus on determining the retirement income you will need. If you are behind on 
saving, you may be tempted to place your money into extremely risky and 
speculative investments – anything to make up for lost time. That may not work out 
well. Rather than risk big losses you have little time to recover from, save reasonably 
and talk to a financial professional about income investing. What investments could 
potentially produce recurring income to supplement your Social Security payments? 
 
Consider where you could retire cheaply. When your retirement savings are less 
than you would prefer, this implies compromise. Not necessarily a compromise of 
your dreams, but of your lifestyle. There are many areas of the country and the 
world that may allow you to retire with less financial pressure. 
 
Think about retiring later. Every additional year you work is one less year of 
retirement to fund. Each year you refrain from drawing down your retirement 
accounts, you give them another year of potential growth and compounding – and 
compounding becomes more significant as those accounts grow larger. Working 
longer also lets you claim Social Security later, and that means bigger monthly 
retirement benefits for you. 
 
Most members of Generation X need to save more for their futures. The median 
retirement savings balance for a Gen Xer, according to research from Allianz, is 
about $35,000. A recent survey from Comet Financial Intelligence found that 41% of 
Gen Xers had not yet begun to build their retirement funds. So, if you have not 
started or progressed much, you have company. Now is the time to plan your 
progress and follow through. 
 

Are Your Beneficiary Designations Up to Date? 

Who should inherit your IRA or 401(k)? See that they do. 
 

Here’s a simple financial question: who is the beneficiary of your IRA? How about 
your 401(k) or annuity? You may be saying, “I’m not sure.” It is smart to periodically 
review your beneficiary designations. 



Your choices may need to change with the times. When did you open your first IRA? 
When did you buy your life insurance policy? Was it back in the Nineties? Are you 
still living in the same home and working at the same job as you did back then? Have 
your priorities changed? 
 
While your beneficiary choices may seem obvious and rock-solid when you initially 
make them, time has a way of altering things. In a stretch of five or ten years, some 
major changes can occur in your life and may warrant changes in your beneficiary 
decisions. 
 
In fact, you might want to review them annually. Here’s why: companies frequently 
change custodians when it comes to retirement plans and insurance policies. When 
a new custodian comes on board, a beneficiary designation can get lost in the paper 
shuffle. (It has happened.) If you don’t have a designated beneficiary on your 
retirement accounts, those assets may go to the “default” beneficiaries when you 
pass away, which might throw a wrench in your estate planning. An example: under 
ERISA, your spouse receives your 401(k) assets if you pass away. You spouse must 
waive that privilege in writing for those assets to go to your children instead. 
 
How your choices affect your loved ones. The beneficiary of your IRA, annuity, 
401(k), or life insurance policy may be your spouse, your child, maybe another loved 
one, or maybe even an institution. Naming a beneficiary helps to keep these assets 
out of probate when you pass away. 
 
Many people do not realize that beneficiary designations take priority over bequests 
made in a will or living trust. For example, if you long ago named a son or daughter 
who is now estranged from you as the beneficiary of your life insurance policy, he or 
she will receive the death benefit when you die, regardless of what your will states. 
 
You may have even chosen the “smartest financial mind” in your family as your 
beneficiary, thinking that he or she has the knowledge to carry out your financial 
wishes in the event of your death. But what if this person passes away before you 
do? What if you change your mind about the way you want your assets distributed 
and are unable to communicate your intentions in time? And what if he or she 
inherits tax problems as a result of receiving your assets? 
 
How you choices affect your estate. If you are naming your spouse as your 
beneficiary, the tax consequences are less thorny. Assets you inherit from your 
spouse aren’t subject to estate tax, as long as you are a U.S. citizen. 
 
When the beneficiary isn’t your spouse, things get a little more complicated – for 
your estate and for your beneficiary’s estate. If you name, for example, your son or 
your sister as the beneficiary of your retirement plan assets, the amount of those 
assets will be included in the value of your taxable estate. (This might mean a higher 
estate tax bill for your heirs.) And the problem will persist: when your non-spouse 
beneficiary inherits those retirement plan assets, those assets become part of their 
taxable estate, and their heirs might face higher estate taxes. Your non-spouse heir 
might also have to take required income distributions from that retirement plan 
someday and pay the required taxes on that income. 
If you properly designate a charity or other 501(c)(3) non-profit organization as a 
beneficiary of your retirement account assets, the assets can pass to the charity 
without your estate being taxed, and the gift will be deductible for estate tax 
purposes. 



How Retirement Spending Changes With Time 

Once away from work, your cost of living may rise before it falls. 
 
New retirees sometimes worry that they are spending too much, too soon. Should 
they scale back? Are they at risk of outliving their money? 
 
This concern is legitimate. Many households “live it up” and spend more than they 
anticipate as retirement starts to unfold. In ten or twenty years, though, they may 
not spend nearly as much. 
 
The initial stage of retirement can be expensive. Looking at mere data, it may not 
seem that way. The most recent Bureau of Labor Statistics figures show average 
spending of $60,076 per year for households headed by Americans age 55-64 and 
mean spending of just $45,221 for households headed by people age 65 and older. 
 
Affluent retirees, however, are often “above average” in regard to retirement 
savings and retirement ambitions. Sixty-five is now late-middle age, and today’s 
well-to-do 65-year-olds are ready, willing, and able to travel and have adventures. 
Since they no longer work full time, they may no longer contribute to workplace 
retirement plans. Their commuting costs are gone, and perhaps they are in a lower 
tax bracket as well. They may be tempted to direct some of the money they would 
otherwise spend into leisure and hobby pursuits. It may shock them to find that they 
have withdrawn 6-7% of their savings in the first year of retirement rather than 3-
4%. 
 
When retirees are well into their seventies, spending decreases. In fact, 
Government Accountability Office data shows that people age 75-79 spend 41% less 
on average than people in their peak spending years (which usually occur in the late 
40s). Sudden medical expenses aside, household spending usually levels out because 
the cost of living does not significantly increase from year to year. Late-middle age 
has ended and retirees are often a bit less physically active than they once were. It 
becomes easier to meet the goal of living on 4% of savings a year (or less), plus Social 
Security. 
 
Later in life, spending may decline further. Once many retirees are into their 
eighties, they have traveled and pursued their goals to a great degree. Staying home 
and spending quality time around kids and grandkids, rather than spending money, 
may become the focus. 
 
One study finds that medical costs burden retirees mostly at the end of life. Some 
economists and retirement planners feel that retirement spending is best depicted 
by a U-shaped graph; it falls, then rises as elders face large medical expenses. 
Research from investment giant BlackRock contradicts this. BlackRock’s 2017 study 
on retiree spending patterns found simply a gradual reduction in retiree outflows as 
retirements progressed. Medical expenses only spiked for most retirees in the last 
two years of their lives. 
 
Retirees in their sixties should realize that their spending will likely decline as they 
age. As they try to avoid spending down their assets too quickly, they can take some 
comfort in knowing that in future years, they could possibly spend much less. 
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