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Wri ng a newsle er ar cle that a empts to keep pace with rapidly changing headlines is fraught with the risk of being
obsolete as soon as it is wri en. To manage that risk, the primary perspec ve of this piece is to aﬃrm the importance
of strategy over tac cs, of ra onal inves ng over emo onally driven trading, and to restate the signiﬁcance of being a
business investor over being a market trader. First, a few points to put ﬁrst quarter vola lity into perspec ve.
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For those of us old enough to remember, once upon a me something along the lines of a 700 Dow Jones Industrial Average (DIJA)
points move in a single day was a very big deal. It is diﬃcult to shake
the idea that it is not such a big deal now. With the DIJA at about
25,000, a move of 700 points equates to about 2.8%. Not insigniﬁcant, but if a $25.00 stock changed value by $0.70 cents in a day, it
would not cause you to think the world is crazy or incomprehensible
in the way the same percentage move on an index priced at 25,000
can provoke that reac on. For a sense of perspec ve, in the decade
of the 1980s, in round numbers the DJIA went from 1,000 to 2,800,
in the 1990s from 2,800 to 11,400, and in the 2000s from 11,400 to 11,500. On average, a daily move of 700 points
would have represented a change of 35% in the 80s or 9% in the ensuing decades. No wonder moves of hundreds of
DIJA points elicit a ﬁght or ﬂight reac on even today. In our current decade, 2010 to March 31, 2018, the DIJA has risen
from 10,000 to 24,103! Let us reﬂect on having beneﬁ ed from a very produc ve period in market history, and
remember that the market rising 5% in January is just as much a part of the vola lity as the episodes of decline.
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Nate Silver, former New York Times writer turned author and blogger, wrote the book, The Signal and the Noise.
He writes about data overload and diﬀeren a ng between less signiﬁcant/less substan ve “noise,” and the more
signiﬁcant/more substan ve “signal.” This dis nc on is worth no ng amidst our current events. The daily give and
take and the “art of the deal” posturing are very o en the noise, while the actual policymaking is most o en the signal.
Basing investment decisions on short term give and take makes for noisy, tac cal and mostly unproduc ve inves ng.
Do you remember how you felt on May 17, 2017? That was the most vola le day of 2017, when Special Prosecutor
Robert Mueller was appointed and the Dow sold oﬀ 373 points for the day. Or how about Friday, June 24, 2016, the
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Throughout Tealwood’s 32‐year history, we have always been a ﬁduciary,
placing clients’ interests ﬁrst. This role is such a deﬁning aspect of our work,
we felt it important to standout in this regard.

We are proud to share that Tealwood is now a Centre for Fiduciary
Excellence (CEFEX) cer ﬁed ﬁrm. CEFEX is recognized as a leading
independent assessment and cer ﬁca on organiza on of ﬁduciaries. In
conduc ng a comprehensive assessment including interviews and review of
processes and documenta on, they found Tealwood demonstrates adherence
to the industry’s best prac ces. Annual audits by CEFEX expert analysts
con nually verify adherence to these ﬁduciary standards.

And we aren’t stopping there. An investment ﬁduciary is deﬁned as
a person or ins tu on given the power to act on behalf of another in
instances requiring great trust, honesty and loyalty.
Charlie Mahar, Tealwood’s CEO and Chief Investment Oﬃcer, was
the ﬁrst in the ﬁrm to earn his individual Accredited Investment
Fiduciary® (AIF®) designa on. This accredita on represents a
thorough knowledge of the ﬁduciary standard and its applica on
through the implementa on of best prac ces for investment policy
and procedures.
Senior Advisor Peet Moseley, has just completed earning his AIF®
designa on as well. Congratula ons Peet! Our commitment is for
every Tealwood advisor to obtain this creden al.

Embodying the high standards of excellence we bring to our work, the AIF® creden al for individual advisors
and the CEFEX cer ﬁca on as a ﬁrm are valida ons to hang one’s hat on.

Another li le one has joined
our Tealwood family!
Michelle Warneke, Opera ons Associate, and her
husband, Tim, are excited to announce the arrival of
Elin on February 13th. We are happy to report all are
thriving. We know you join us in congratula ng Michelle
and Tim, and in welcoming Elin!
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most vola le day of that year, when the Brexit vote stoked a panicked reac on and the Dow was down 610 points in a
day? The answer is, of course not. Those tac cal events have been rendered unmemorable by the strategic fact that
the Index has risen 39% since June of 2016. Over the same period, earnings have risen from $117 for the S&P 500
Index in 2016 to a consensus es mate of $151 for 2018, an increase of 29%. There may come a day when events
related to Brexit or Mueller become signals, but to date the short-term market reac ons at the me of the events look
like noise compared to the signals of earnings, valua on and cyclical correla on/economic vitality. Short-term
vola lity does not equate to more signiﬁcant, long-term risk. From our perspec ve as Strategic Investors, there are
three signiﬁcant risks to manage:
1) Behavioral Finance/Ra onal Investor.
Failing to invest with a strategic
perspec ve and personal purpose is
a much greater risk than short-term
market vola lity. Inves ng as a ra onal
investor, with a long-term perspec ve
and a commitment to “signal” inves ng
is the an dote to this risk.
2) Cyclical Correla on/Economic Vitality.
When the economy is in expansion mode, equity markets are reliably construc ve, and when the economy is in
contrac on mode, equity markets are unreliable and unproduc ve. Focusing on the data regarding economic vitality
or decline, without promise of precise ming, is an eﬀec ve approach to managing risk.
3) Strategic Business Investor/Focused on Signiﬁcant Fundamentals. We do not trade stocks, we invest in
excep onal businesses and make long dura on commitments to companies that demonstrate qualita ve
advantages. Our Quality at a Reasonable Price approach focuses on sustainable compe ve advantages and
valua on discipline in the cause of inves ng for both reward and risk management.
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Over the last 20 years, there has been a 90% correla on between earnings and market results. In other words, in 18
of the last 20 years the market has moved in the same direc on as corporate earnings. Further, within that 90% meframe, in the two years earnings decreased, the market decreased. For the other 10%, earnings increased and the
market decreased. In 2000, earnings went up, but the burs ng Tech Bubble contributed to a valua on correc on and
a declining market. In 2002, coming out of a recession and shaken by a crisis of conﬁdence around fraud (e.g. WorldCom and Enron), earnings went up and the market went down. In 2018, earnings are expected to increase a healthy
9% a er discoun ng the posi ve impact of tax reform. While valua ons are trading towards fully valued, a healthy
earnings year signals a high probability of construc ve returns.
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The bond market has demonstrated more vola lity and decline than the stock market. Year-to-date, rising rates have
impaired returns from longer maturity bonds. The Barclays Aggregate Bond Index is down 1.5% for the ﬁrst quarter
and the 20 Year+ Treasury is down almost 4%. Our ﬁxed income strategies focus on defensive inves ng in shorter
maturi es and have defended well in this more vola le environment. We an cipate con nued challenges for long
maturi es and feel conﬁdent our emphasis on protec on and shorter dura on, yield-to-maturity inves ng will persist
to add value for risk management in asset alloca on and bond inves ng.
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These one-hour brieﬁngs highlight current market insights, economic trends and research, and por olio speciﬁcs.
Wednesday
Wednesday
Wednesday

April 18
May 23
June 20

Noon — 1:00 p.m.
Noon — 1:00 p.m.
Noon — 1:00 p.m.

At Tealwood
At Tealwood
At Tealwood

Luncheon
Luncheon
Luncheon

To RSVP for any of our events: mwarneke@tealwood.com or 612.340.0181.
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If you have not done so already , we invite you to take advantage of
Tealwood’s secure client portal.

What’s not to love? The portal enables you to view your account data in a variety of ways, allows us to more
easily and securely exchange documents with you, makes possible the e‐delivery of your quarterly reports, and more.
Crea ng your login takes only a few minutes. We hope to see you on the portal soon!

Enrollment is Easy!
1)
2)
3)
4)
5)

Go to our website at www.tealwood.com
Click on Client Login and enter your email address as your username
Click on Forgot Password?
Click on Send Me Instruc ons
Follow the emailed instruc ons to set up your password.
(Note: the emailed instruc ons/links expire in 15 minutes.)

We can help! Please call—we are happy to walk you through setup.
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120 South Sixth Street, Suite 1900, Minneapolis, MN 55402
612.340.0181 www.tealwood.com
Newsle er data sourced from S&P Capital IQ, 03/30/2018

