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The investment markets experienced significant volatility in the first quarter. Stocks started the
year with solid gains in January, but those gains were reversed in March as the war in Iran and
the closure of the Strait of Hormuz caused oil prices to spike. The downdraft hit the largest
companies and the technology sector very hard, while smaller companies managed to avoid the
turmoil. Inflation expectations fluctuated widely throughout the quarter. Initially, analysts
expected the Fed to push interest rates lower in 2026. However, forecasters are now not
expecting any cuts this year, which has led to increased volatility in bond prices.

For the quarter, U.S. large company stocks declined 4.3% (S&P 500), small company stocks rose
0.9% (Russell 2000 Index), and international stocks dropped 1.9% (EAFE Index). Bond prices
ended the quarter roughly flat (Bloomberg U.S. Aggregate Bond Index).

Investors do not like uncertainty. Clearly, a war with Iran and its immediate effects on the global
economy are not good for the stock market, at least in the short term. We have not experienced
negative investment results in many months, and prior to this quarter, investor sentiment had
become somewhat complacent. Investors may have forgotten that a stock market “correction” of
10% or more is a normal occurrence. Yet, it can be difficult to comfortably “stay the course”
when so much disturbing news, both real and fake, reaches their smartphones throughout the
day. The key is to continue holding a diversified portfolio with the goal of lessening volatility in
uncertain markets.

We believe our portfolios are well positioned to generate solid returns over a five-year horizon,
but we also believe it is prudent to remain prepared for potentially increased market volatility
and downside risk in the near term. Patience, perspective, and discipline are essential for long-
term investment and financial success.

As always, please do not hesitate to call us if you have any questions or if we can assist you in
any way.
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