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Summary 
 
The swift and unprecedented tariff and trade policy has created significant uncertainty and large swings in 
the U.S. stock market. As noted in our January commentary, the strong returns of 2023 and 2024 increased 
the likelihood of a larger drawdown in stocks in 2025. However, the movement in financial markets last 
week was larger than expected. Since the beginning of the year, U.S. stocks are down roughly 14%. 
 
President Trump’s planned announcement of tariffs on “Liberation Day” was known in advance but the 
magnitude and unconventional methodology used in the calculation was not. A week ago, on April 2nd, 
stocks rose on the assumption that the tariffs would be modest and targeted, and that businesses and 
investors would then know the rules of the road going forward. Whether the tariff announcements will be 
long lasting or a negotiation tactic, the risks associated with such foreign policy has been destabilizing for 
financial markets. 
 
On a positive note, diversification has provided some ballast for portfolios. Bonds are back to serving their 
intended purpose. During the last major drawdown in 2022, bonds did not act as a ballast – falling from 
peak to trough by 16% while stocks fell by 25%. As of Friday, the bonds were up almost 4% year-to-date. In 
addition, developed foreign stocks (Europe and Japan) have held up well, relatively speaking, with a flat 
return so far.  
 
Rapid drawdowns in the stock market can be unnerving but can be a sign of capitulation. Last week, the 
S&P 500 fell by 10.5% over two trading days, which was the fifth biggest two-day decline since 1950. The 
other nine cases of large two-day declines occurred around significant distress (Black Monday in 1987, 
Lehman Brothers bankruptcy in 2008, and Covid in 2020). Each period subsequently saw positive returns 
over 1, 3 and 5-year periods. 
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Tariff and trade policy has had a big impact on consumer sentiment, which is how consumers feel about 
the economy and their outlook for the future. The anxiety created by policies not utilized in over 100 years 
caused the University of Michigan Consumer Sentiment Index to fall dramatically in March. In addition, it 
would not be surprising to see the sentiment reading fall further in April since the March reading on the 
chart was taken before the tariff announcement and volatility last week. 
 
Interestingly, data from JP Morgan indicates that consumer sentiment is a contrary indicator. When 
consumers feel great about the economy, they are often complacent (and at risk of disappointment). 
When consumers are negative, they are often too pessimistic, setting the stage for strong forward returns. 
[Note, the average forward-looking one-year return at sentiment peaks in blue is 4%, while the average at 
sentiment lows in blue is 24%.] 
 

 

 

 
We are actively monitoring indicators and discussing if/when portfolios should be changed. The potential 
for further short-term drops exists, but there is also room for improving news and market recovery. 
Significant market declines happen every few years. While it is not comfortable, it is also not uncommon. 
In the past periods, with a little time, the stock market has recovered from periods of turmoil. 
 
If you have questions on the investment environment or your portfolio, please call us at 734-769-7727. To 
find electronic copies of commentaries, please visit our website at www.risadvisory.com.  
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IMPORTANT DISCLAIMERS 
This letter represents the general economic outlook of this firm and does not constitute specific investment advice, nor should it be 
considered assurance of any future market performance. Our views on markets, investments, and portfolios change as new 
information is available. Past performance is not indicative of future results. The Seasonal Strategy used by RIS cannot in and of itself 
be used to determine which securities to buy and sell, the amount to buy and sell, or when to buy and sell them for an individual 
account because client objectives differ. Losses can occur by using any investment strategy, including RIS's Seasonal Strategy.   
 

** The strategies used by RIS cannot in and of themselves be used to determine which securities to buy and sell, the amount to buy 
and sell, or when to buy and sell them for an individual account because client objectives differ. During this period, some clients lost 
money and others gained. Factors such as specific securities price movements, timing of investments, the amounts invested and 
withdrawn, cyclical and market trends, client growth or conservative objectives, economic conditions, interest rates and other factors 
all influence performance materially. For these reasons, the charts and commentary should not be considered the performance 
results of RIS or any RIS client account. Losses can occur by using any investment strategy, including RIS's strategies. Past 
performance is not indicative of future results.   
 

These data are for illustrative purposes only and is not indicative of any investment or strategy result. The S&P 500 is an index of 500 
stocks representing major U.S. industry sectors. Investment grade and broad market bonds are represented by the Barclays 
Aggregate Bond Index which includes most U.S. traded investment grade bonds, including Treasury securities, government agency 
bonds, mortgage-backed bonds, corporate bonds, and a small amount of foreign bonds traded in U.S. Developed Int’l is represented 
by MSCI EAFE Index, which is an index of major international equity markets as represented by 21 major MSCI indexes from Europe, 
Australia and Southeast Asia. 
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