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In an industry where high 

quality, objective advice is 

hard to come by, we make a 

diff erence by putting the client’s 

interests above our own.

Acropolis was born
from a simple idea:

Acropolis is on the Move!

www.acrinv.comInvesting In Your Interests.

inconvenienced.
In fact, clients will fi nd it easier to get to and from the offi  ce because 
the building has better access to I-64.  You won’t need to go west on 
the outer road to get to an exit that will allow you to go eastbound, and 
for folks headed westbound, you won’t have to make such an indirect 
journey to the highway.  Plus, we’ll be easy to spot with a large sign on 
the east side of the building.  Best of all, while you’re visiting the offi  ce 
you can park in one of our eight dedicated client parking spots at the 
entrance of the garage.
Our current location has served Acropolis well, but as we continue to 
grow, we need more space to better serve clients and our personnel.  
To serve clients, we’re doubling the number of conference rooms.  To 
serve employees, we’re adding approximately 25 percent more square 
footage that will give us more breathing room, allow us to put everyone 
on the same fl oor again, and still have direct access to the lobby on the 
main fl oor (despite being Suite 200).
Perhaps most importantly, we believe that we will be well situated for 
continued growth.  Over the last few years, we’ve averaged two new 
employees per year (in addition to replacing those that have retired), 
and we will have 35 full-time employees at the time we move.  
As you can imagine, we’re very excited about the move and look 
forward to having you in the new offi  ce.  Now, be sure to read the rest 
of this issue to see what’s happening in those crazy markets.  

The stock and bond markets were 
both plenty exciting in the fi rst 
quarter, but before we get to that, 
Acropolis is moving for the fi rst 
time in 15 years.
Careful readers might notice from 
the address to the left that the 
move isn’t very far - less than a 
half mile away.  At this rate, we’ll 
be in downtown Clayton in about 
570 years.
Kidding aside, we needed more 
space but wanted to stay similarly 
located so that clients wouldn’t be 



“Change before you      
have to.” 

  - Jack Welch, Former CEO 
of General Electric
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By Tim Side

Stock Market Summary

portfolio insights

Data Source: Bloomberg

In a sharp reversal from last quarter, 
stocks rallied higher across all asset 
classes as a dovish Fed helped off set 
fears of slowing global economic 
growth.
Equity gains were pretty smooth 
for most of the quarter as the 
CBOE Volatility Index, a measure of 
expected future volatility, fell from 
25.4 at the end of 2018 to 13.7 at 
the end of the fi rst quarter.
Real Estate was the best performing 
asset class for the quarter, returning 
16.3 percent; although much of that 
performance came in the fi rst month 
as the MSCI REIT Index gained 11.8 
percent in January alone. 
US stocks broadly outperformed 
international stocks with the best US 
performance coming from mid-size 
companies. The Russell 2000 Small 
Cap Index and S&P 400 Mid Cap 
Index, up 14.6 percent and 14.5 
percent respectively, outperformed 
the S&P 500 Index and the Russell 
Micro Cap Index, up 13.7 percent 
and 13.1 percent respectively.
All sectors in the S&P 500 Index were 

higher for the quarter. 
Information technology, real 
estate and industrials were the 
best performing sectors, gaining 
19.9 percent, 17.5 percent 
and 17.2 percent respectively. 
Materials, fi nancials, and health 
care were the worst performers, 
although still positive, up 10.3 
percent, 8.6 percent, and 6.6 
percent respectively.
International indexes lagged 
US indexes as the MSCI EAFE 
Developed International Index 
returned 10.0 percent and the 
MSCI Emerging Markets Index 
returned 9.9 percent. A weaker 
yen and pound weighed a bit on 
developed international returns 
for US investors as the hedged 
MSCI EAFE Index returned 10.6 
percent.  The currency eff ect was 
much smaller and actually had a 
small benefi t for US investors in 
emerging markets as the hedged 
MSCI Emerging Market Index 
was marginally lower, returning 
9.8 percent. 
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“Anyone can hold the helm 
when the sea is calm.”
- Publilius Syrus, Latin 

Writer
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Bond Market Review
By Ryan Craft, CFA 

Data Source: Bloomberg

For the second quarter in a 
row, the bond market produced 
strong returns as yields fell.  
The Bloomberg Barclays US 
Aggregate Index posted a total 
return of 2.94 percent to start 
2019.  The strong performance 
was across all sectors of fi xed 
income.  
Beginning in January and 
accelerating in March, Treasury 
rates fell across the yield curve 
as the Federal Reserve indicated 
that its rate hike campaign was 
coming to an end.  The outlook 
for weaker economic growth and 
slowing infl ation caused the Fed 
to take a pause and the market 
adjusted yields downward in 
response.
In addition to interest rates in 
general falling, credit spreads 
bounced back after suff ering 
along with the stock market in 
the end of 2018.  Both investment 
grade corporate bonds and junk 
bonds enjoyed stock-like returns 
in the fi rst quarter, posting 

returns of 5.14 percent and 7.59 
percent respectively.  
Looking forward, the economic 
data should drive interest rates.  
The bond market has adjusted to 
the changing Fed forecast.  It has 
also adjusted to the weakening 
economic data and lowered 
earnings guidance.  Outside of 
recession, there is little reason to 
expect yields to fall much further 
from these levels.  Lower yields 
would likely accompany lower 
stock prices as investors seek 
safety in Treasuries.
If the equity market outlook 
is correct and the outlook for 
economic data and earnings 
increase, interest rates may 
come under pressure as the Fed 
may look to un-pause and begin 
raising short term rates again.  
Earnings guidance, infl ation 
expectations, and the monthly 
employment reports will be 
the drivers of markets over the 
coming months.



“Money is like a sixth sense 
- and you can’t make use of 

the other fi ve without it.”
 - W. Somerset Maugham,  

British Playwright

By Ryan Craft, CFA

The Most Powerful Man in the World

portfolio insights
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Continued on next page.

For the stock market, the fi rst 
quarter of 2019 turned out to 
be the mirror image of the last 
quarter of 2018. Since hitting 
a low on Christmas Eve, there 
has been no looking back for the 
S&P 500 as it rebounded over 13 
percent thus far in 2019, nearly 
erasing the bear market losses 
from the end of 2018.
While stocks are trying to keep 
the party going, the bond market 
has been sobering this year. 
If stocks were fl ying high on a 
booming economy, we would 
expect interest rates to rise on 
increasing infl ation expectations, 
therefore hurting bond returns. 
Instead, long term interest rates 
have plummeted, with Treasury 
bonds all the way out to 10 years 
trading at yields below the Fed 
Funds rate of 2.50 percent.
Last quarter, the yield curve was 
kinked.  This quarter, it has fully 
inverted. As we have written in 
the past, this matters because an 
inverted yield curve has preceded 
the past seven recessions.

Currently, stocks and bonds are 
pointing to drastically diff erent 
futures. Stocks continue to 
trade at elevated valuations 
on expectations for continued 
growth. Bonds are signaling a 
recession is on the horizon. 
The chart below illustrates this 
divergence. Typically, 10yr yields 
and stocks move in a similar 
direction. That has not been the 
case for this year.
This divergence can only be 
explained by one thing:  the 
Federal Reserve. Since the 
fi nancial crisis, the Fed has 
continued to be the driver of 
all markets. Last year, markets 
became concerned that the Fed 
was raising rates too aggressively, 
causing risky assets like stocks 
and corporate bonds to lose 
value. In early January, Fed Chair 
Jerome Powell made a stark turn 
in his remarks and began trying 
to soothe the market with talk 
of a temporary “pause” in rate 
hikes.



“In the business world, 
the rearview mirror is 

always clearer than the 
windshield.”

 - Warren Buff ett, Berkshire 
Hathaway CEO
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On March 20th, with the market 
anticipating this Fed “pause,” 
the Fed went uber-dovish at its 
FOMC meeting, sending interest 
rates falling at a rapid pace. 
The Fed announced that it was 
not only pausing but essentially 
told the market that this rate 
hike cycle was over through its 
forward guidance and interest 
rate projections. 
Additionally, the Fed announced 
that it would permanently 
maintain a larger than expected 
balance sheet, therefore 
beginning to reinvest its bond 
portfolio in September. Either one 
of these announcements alone 
was more dovish than the market 
was anticipating. Together they 
caused a massive adjustment 
to the expected future path of 
interest rates.
This is most easily seen by looking 
at the change in the shape of the 
yield curve. Yields on longer-term 
bonds have fallen 20-25 bps over 
the fi nal eight trading days since 
the announcement. 

The shape of this curve clearly 
shows investors’ expectations for 
lower interest rates in the future. 
After all, longer-term bonds 
have more risk to investors. The 
only reason an investor would 
purchase a bond that will pay 
2.20 percent for fi ve years rather 
than a bond that pays 2.45 
percent for one year is that they 
believe short term rates will fall 
over the coming fi ve years.
This view is confi rmed in the 
futures market. Based on futures 
contracts prices, traders have 
placed a 77 percent chance that 
the Fed will not just “pause,” but 
will cut short term rates within 
the next year.  Herein lies the 
explanation for this divergence in 
stocks and bonds… the Fed and 
their very large punch bowl.
To summarize, the economy 
is slowing, the bond market is 
forecasting recession, and the 
Fed acknowledges this outlook. 
Stocks have faith in the now 
dovish Fed to limit the slowdown 
and get the boom going again. 



“Investment success 
accrues not so much to 
the brilliant, but to the 

disciplined.”
 - William Bernstein, 
Investment Author

By David Ott

Bear Market Defi nition ‘Under Review’
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In the cover story of last quarter’s 
Portfolio Insights, I noted that the 
S&P 500 had fallen -19.8 percent 
from peak-to-trough, and even 
though a bear market is defi ned 
as a 20 percent peak-to-trough 
loss, we were in a bear market.
At the end of the fi rst quarter, 
after watching the S&P 500 gain 
21.2 percent since the Christmas 
Eve low, I can say now that I was 
wrong in calling it a bear market.
I am humbly changing my view, 
not because the market failed 
to drop by another 0.2 percent 
that would have marked the 
traditional threshold for a bear 
market, but because I think that 
the defi nition needs reworking.
In my opinion, the defi nition of 
a bear market needs to include 
some kind of time marker in 
addition to a percentage drop.  
I’ve been meaning to look at 
the duration of market losses in 
addition to the levels since the 
quick corrections back in 2015 

quick corrections in 2015 and 
2016.
I hypothesized that those 
corrections were unusually quick 
both in their arrival and in their 
recovery.  I still haven’t delved 
into the correction data, but 
the recent near bear market 
conditions caused me to jump in 
and get some answers on bear 
markets.
One of the fi rst things that I 
wanted to do was use daily data 
that gets the highest highs and 
the lowest lows.  Normally I use 
monthly data, but I thought that 
only looking at one in twenty 
trading days might obscure some 
of the highs and lows.  The only 
problem with daily data is that it 
is price only, which means that it 
doesn’t include dividends, which 
is a meaningful part of market 
returns, especially over long 
periods.
The chart below shows the 
drawdowns for the S&P 500 



“Never look back unless 
your are planning to go 

that way.”
 - Henry David Thoreau, 

Author
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with daily numbers back to the 
beginning of 1926.  You can see 
that the Great Depression was 
really truly horrendous.  At its 
worst, from top-to-bottom, the 
drawdown was -86.2 percent. 
You can also see the two bear 
markets that Acropolis has been 
around to see, the -49.2 percent 
loss  in the early 2000s and the 
-56.8 percent drop in the 2008 
fi nancial crisis.  
All told, I count ten independent 
bear markets, which are listed 
in the table above.  When I say 
‘independent,’ I mean that I’m 
only looking at one bear market 
at a time.  For example, you 
can see in the Great Depression 
there were at least two other 20 
percent declines from the peak 
to the trough and then to the full 
recovery.  At some point, I’ll fi gure 
those out, but for now, I’m saying 
that there were ten independent 
bear markets knowing that there 
are another 10-15 bear markets 
that occurred inside of these 10.
The table above shows the 
dates of each bear market, how 
long they lasted, how deep they 
cut, when they recovered, how 
long they took to recover, and 
the percentage of days in the 

drawdown that the losses 
exceeded -20 percent. 
My idea with that last data point is 
to diff erentiate the bear markets 
where the -20 percent threshold 
was barely crossed versus 
the more severe losses where 
markets violated the threshold 
for an extended period of time. 
Yes, the bear market at the bottom 
of the table that started in 1956 
fell by more than -20 percent, but 
for a very small part of the overall 
period.  That’s in stark contrast 
to the 2000 bear market, when 
losses vastly exceeded the -20 
percent threshold in depth and 
duration.
It’s important to note that the 
years to recovery appears longer 
than it really was because this 
data doesn’t include dividends, 
so it’s not quite as bad as it looks.
Clearly, a bear market can’t be 
declared from a quick cut through 
the 20 percent threshold - or, even 
worse, nearly cutting through the 
threshold, as I did three months 
ago.  I still don’t have an exact 
defi nition, but the duration will 
matter.  I plan on looking at other 
markets to see how they fared 
and what that might tell us about 
a more formal defi nition.



Data Center  2019 YTD 

Dow Jones  11.81%

S&P 500  13.65%

S&P Midcap  14.49%

Russell 2000  14.57%

MSCI EAFE (Intl)  9.98%

MSCI Emerging Mkt  9.91%

S&P Sectors  2019 YTD

Basic Materials      10.30%

Consumer Discretion.  15.73%

Consumer Staples  12.01%

Energy  16.43%

Financials  8.56%

Healthcare  6.59%

Industrials  17.20%

REITs      17.53%

Technology  19.86%

Communications  17.62%

Utilities  10.84% 

 

Interest Rates  Q1 2019 

Fed Funds  2.50%

Prime Rate  5.50%

3-mo. Treasuries  2.38%

2-yr. Treasuries  2.26%

5-yr. Treasuries  2.23%

10-yr. Treasuries  2.41%

Currencies   Q1 2019 

Euro  1.1218

Japanese Yen  110.86

British Pound  1.3035

All Data as of 03/31/2019

The Big Picture
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17,410,241 The number of Brits 
that voted to ‘Leave’ the European 
Union, compared to 16,141,241 
who voted to ‘Remain,’ which 
represents a 51.9/48.1 percent 
split.  The turnout was 72.2 
percent, and just 26,033 ballots 
were rejected.
432 to 202 The vote AGAINST 
Prime Minister Theresa May’s 
deal with the European Union 
on January 15th - the worst loss 

Fast Facts: BREXIT Edition
of any vote set by the Prime 
Minister in a parliamentary vote 
in British history.  May went on to 
lose two more votes, missing the 
self-imposed departure date.
32 Billion euros The estimated 
cost of Brexit in income lost in a 
‘soft’ Brexit per year, according 
to the German foundation 
Bertelsmann Stiftung.  The cost 
of a hard Brexit could be 57 billion 
euros per year.
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