
 

 

  

2018 was not 2008 and this is why!  

Dear clients,  
 
As 2018 draws to an end, investors continue to have numerous questions about the future direction of the 
markets and the economic outlook for 2019.  On December 31st, 2018 the financial markets will cap off 
what has been a very peculiar year to say the least. In order to better understand where the recent 
volatility and market downturn stems from, let’s revisit together the most notable events of the year 2018 
which has caused the return of volatility into the markets.  
 

• The year kicked off with a big win for the Trump’s administration as the House and Senate passed 
the Republican Tax Bill. This was one of President Trump’s key promises during his political 
campaign.  The markets went into euphoria and peaked in late January, with hopes of higher 
revenues and margins for companies that based their operations in America. However, it was short 
lived as the markets corrected almost 10% in February with fears that it could go into “overdrive”.  

 

• Fast forward a couple of months and President Trump’s protectionist ideology started to manifest 
itself with tariffs imposed on imported goods into America from countries such as China, 
Argentina, Australia, Brazil and Canada. The markets were particularly scrutinizing any 
development in the relationship between the US and China especially after the first wave of tariffs 
on Chinese products imported as early as March. It has been a tug of war between the 2 major 
economies ever since, nonetheless some positive signs are starting to show with both the US and 
China refraining from increasing tariffs or imposing new tariffs for the next 90 days. We believe 
that during this time period a new deal will be stuck and remove a portion of the insecurity baked 
into the markets. 

 

• The Federal Reserve System traditionally operates under the following mandate: maximum 
employment; stable prices and moderate long-term interest rates.  
One of the most effective empowerments the Federal Reserve has at its disposal is the Monetary 
Policy, which is the capacity to play on short-term interest rate. It is important to keep in mind that 
there is a positive correlation between the state of the economy and the path of interest. That is 
to say that if the economy is growing at a reasonable rate, the Federal Reserve will raise interest 
rates to keep inflation in check with the domestic growth of the economy. Throughout this year, 
fundamental economic data has been very strong, and companies continued to exhibit excellent 
balance sheets which has justified the Federal Reserve to increase four interest rate hikes in 2018, 
with the most recent one in late December 2018. Because the markets have been very interest 
sensitive and tainted by political uncertainty for future global forecast growth across the globe, the 
markets have reacted adversely to the possibility of future interest rate hikes for 2019. 



 

In summary, the overall state of the economy remains very healthy and we firmly believe that the markets 

will perform better in 2019. Moreover, as the graph below shows, it is crucial to avoid the essential 

mistakes of trying to time market swings and not to be invested during these swings. We strongly 

recommend of staying invested during these volatile times, as we look down the road for great market 

opportunities. 
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We recommend that you take the time to consult the following links that will shed some light on the 
hottest topics in the markets right now: 
 
FRENCH (TVA 100% Nouvelles) Stefane Marion fait le bilan des marchés financiers en 2018 

FRENCH (RDI Économie) Bourse : cycle baissier en 2019 ? 

FRENCH (RDI Économie) Inquiétudes chez les investisseurs 

We will continue to monitor your portfolios closely and vigilantly and readjust to any new developments in 
order to find the optimal asset allocation for you.  
 
As always, I remain at your disposal for any additional questions regarding this or any other matter.  
 
I wish you a very happy new year to you and your families and may 2019 be full of joy, success and love. 
 
Nicolas Schulman 
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https://www.linkedin.com/feed/update/urn:li:activity:6481979494092537856
https://ici.radio-canada.ca/tele/rdi-economie/site/segments/reportage/99575/rdi-economie--entrevue-avec-jeanpaul-giacometti-
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