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Third Quarter 2018 Market Update 
The S&P 500 soared 7.2% during the third quarter, the best quarter since Q4 201 3. These solid gains occurred due to strong earnings 
reports, with S&P 500 companies reporting a second consecutive quarter of 25 % earnings increase. The markets were able to ignore 
the back and forth media attacks between China and the United States, as trade war tariffs escalated. 
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The third quarter market performance pushed the S&P 500 up 8.99% for the year, with large-cap growth having the top 
performance of the Morningstar nine-square grid Style Box (large, mid, small/ value, blend, and growth). The Polaris Wealth 
strategies have fared very well given that the Russell 1000 Value Index, our nearest benchmark, is only up 4.36% for the year. 

S&P 500 - Year-to-Date 2018 
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Polaris Wealth Advisory Group is a federally registered investment advisor. The information, statements, and opinions expressed in this material are provided for general 
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intended as a recommendation to purchase or sell any security, and is not intended as individual or specific advice. Investing involves risk and possible loss of principal capital. 
Diversification does not ensure a profit or protect against a loss. Past performance is no guarantee of future returns.  Advisory services are only offered to clients or prospective 
clients where Polaris Wealth Advisory Group and its representatives are properly licenses or exempt from licensure. No advice may be rendered by Polaris Wealth Advisory Group 
unless an investment management agreement is in place. 
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Third Quarter Highlights 

• Growth outperformed value at all three market-cap levels.

• Large-cap significantly outperformed small-cap for the
quarter {by almost 5%), whipping out small-cap's
outperformance for the year.

• The Russell Top 200 Growth (largest growth companies) has
beaten the Russell Top 200 Value {largest dividend-paying
companies) for seven consecutive quarters, the longest
streak since data began in 1985.

• All nine style boxes are up at least 3% for the year.

• Healthcare and Information Technology were the two top
performing sectors, up 14% and 12% respectively.

• The two worst performing sectors were energy and
materials, down 0.11 % and 0.14% respectively.

• Real estate and utilities lagged the broad-based S&P 500
due to their interest rate sensitive nature. Real estate lost
0.02% of its value during the quarter, whereas utilities
provided a scant 1.51 % return.

• Standard and Poors recalibrated its sectors, introducing a
new sector called the "communication services" sector,
replacing the telecommunications sector. This new sector
represents approximately 10.8% of the market, pulling in
companies that once were in the technology sector,
consumer discretionary sector, and telecommunications
sectors. The largest five names in this sector are Facebook,
Alphabet {Google), AT&T, Verizon, and Walt Disney
Company.

• The worst quarterly performing segments of the market
were gold, long-term treasuries, and the commodities index,
down 4.85%, 2.88%, and 0.24% respectively for the quarter.

• Gold is down 8.77% for the year, making it the worst
performing segment of the market.

• Long-term treasuries are down 5.79% for the year, with
emerging markets {-2.86%) and the Bloomberg Barclays
Aggregate Bond Index {-1.60%) also losing ground.

• The United States has contributed 4.74% of the All Country
World Index's 3.84% gain for the year. Meaning that on a cap
weighted, local currency basis, the MSCI ex-U.S. Index is
down for 2018.

• While not as strong as the U.S. market move, Japan erased its
loss for the year by popping 5.55% {in local currency) for the
quarter. It is up 0.67% for the year.

• Europe ex. U.K. gained 1.66% for the quarter but is still down
1.55% for the year. Gains were driven by Switzerland {5.45%)
and France (3.25%), but countries like Portugal, Belgium,
Netherlands, Italy, Ireland and Spain fell in value during the
third quarter.

• Emerging Markets Asia was the worst region during the third
quarter, down 2.1% {YTD -5.7%), with China plunging 8.6%
{down 10.7% for the year).

Mid-Term Election & the Markets 

Often I am asked about my personal political beliefs, to which I answer: "When it comes to my job it is important to me to be 

agnostic about politics. It is my job to properly understand the impact that politics might have on the markets and invest 

accordingly." I truly believe in my statement. While I have my own beliefs, Polaris Wealth represents over 1,600 clients who 

represent the entire bell curve of their own beliefs. My job is to understand how politics influence the markets and to position our 

portfolios in the best way possible to take advantage of how politics might affect different segments of the market. In other words, 

my personal beliefs have no business at my place of business. 

Polaris Wealth Advisory Group is a federally registered investment advisor. The information, statements, and opinions expressed in this material are provided for general 
information only and are subject to change without notice. This material does not take into account your particular investment objectives, financial situation, or needs, is not 
intended as a recommendation to purchase or sell any security, and is not intended as individual or specific advice. Investing involves risk and possible loss of principal capital. 
Diversification does not ensure a profit or protect against a loss. Past performance is no guarantee of future returns.  Advisory services are only offered to clients or prospective 
clients where Polaris Wealth Advisory Group and its representatives are properly licenses or exempt from licensure. No advice may be rendered by Polaris Wealth Advisory Group 
unless an investment management agreement is in place. 
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Mid-term election years have historically been the 

worst performing of the four-year presidential cycle. 

The chart to the right is a culmination of price 

movement in the Dow Jones Industrial Average from 

1900 through 2017. This, by no means, is meant to 

be a prediction for the year, but rather a guideline to 

show how the markets have reacted during a mid

term election year. Historically, the first few months 

of the year have performed well, followed by 

weakness going into the mid-term election.As 

uncertainty wains, the Dow Jones picks up strength 

and finishes the year off strong. 

The graph to the right reiterates the point made in 

the prior chart. The S&P S00's worst two quarters 

during the four-year presidential cycle are the two 

quarters preceding a mid-term election. Again, once 

the uncertainty of the election has subsided, the 

markets have historically had a very strong 

performance. 

Right now, we have a Republican President and a 

Republican Congress. Historically speaking, this has 

happened about 25% of the time and produced a 

7.69% gain per annum. Come November 6th we will 

find out if there has been any shift in control of 

Congress. To the right, we have provided the returns 

of the Dow Jones Industrial Average while looking at 

who is in control of our government. 
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Average S&P 500 Index Percentage Change by 
Quarter of the Presidential Cycle 

Source: S&P Dow Jones Indices 

Dow Jones Industrial Average 
January 1, 1900thru October 5, 2018 
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When the U.S. Government Has A: % Gain/ Loss % of Time 

Democratic President, Republican Congress 9.05% 10.23% 

Democratic President, Split Congress 10.37% 3.40% 

Democratic President, Democrtic Congress 7.17% 33.94% 

Republican President, Republican Congress 7.69% 23.59% 

Republican President, Split Congress -4.25% 10.24% 

Republican President, Democratic Congress 2.40% 18.74% 

Source: S&P Dow Jones Indices 
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What Happens From Here? 

We remain very bullish about the markets over the next 

12 months. Here is why we think that the markets will 

go higher from here: 

Earning expectations for the next four quarters 

remains very strong. 

S&P 500 companies reported record share buybacks. 
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Our economy is growing faster than it has for years. 

There remains above average earning growth. 
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The U.S. dollar remains trade ranged, posing no 

threat to trade. 

The U.S. still has a trade imbalance. From a historical 

perspective this imbalance is as low as it has been 

since the late 90s. 

The U.S. Dollar 

Monthly Average of Major Currencies Nominal Trade-Weighted Index 
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The U.S. Trade Balance 
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Our secular bull market is well intact. 
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Source: FactSet, National Bureau of Economic Research, Robert Shiller, and JP Morgan 

Major Risk In Bonds 

We've been discussing this for several quarters, and 

now it seems to be taking hold. A rising interest rate 

environment is not favorable for bonds, especially for 
intermediate and long-term bonds. We have shown the 

chart to the right in several prior educational emails. 

We have seen a 2% uptick in Fed Fund rates. So far, we 

have not seen the full brunt of these hikes impact bonds 

to its full extent, primarily due to international investors 

buying U.S. fixed income. This year we've begun to feel 

the impacts of the Fed's actions. We see continued risk 

in intermediate and long-term bonds for the 
foreseeable future. 
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What Polaris Wealth Is Doing? 

As I write this, our technical research points to a strong market. Our macroeconomics look good. Most fundamental research 

looks good. The sentiment looks a little frothy, but not out of the spectrum of normal. As a result, we remain bullish going into 

the fourth quarter. 

Polaris Wealth manages money in a clinical, tactical manner. If any of our four pillars were to shift, we would get more defensive 
with all of our investment strategies, including your portfolio. This should hopefully give you confidence that if risk changes, so will 
your portfolio allocation. Please read the article we wrote two months ago, Bull Markets Climb a Wall of Worry. It will help you 
understand how bull markets operate and will hopefully give you comfort. 

As always, I welcome your questions and comments, and I encourage you to meet with 
your Polaris Wealth advisor to keep up to date with our service offering. 

Sincerely, 

Jeffrey J. Powell 
Managing Partner and Chief Investment Officer 
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Privacy Policy 

Maintaining the confidentiality of client personal financial information is very important to us. To provide clients with superior 

service, we collect several types of nonpublic personal information about our clients, including: 

• Information from forms that clients fill out and send to us in connection with a new account application

(such as name, address, and social security number).

• Information a client gives to us orally.

• Information about the amount clients have invested (such as initial investment and any additions to and

withdrawals from a capital account).

• Information about any bank accounts clients use for transfers between accounts.

Polaris Wealth does not sell or disclose client personal information to anyone except as permitted or required by law. We share this 

information with our legal counsel as we deem appropriate, with our custodians in the course of servicing a client's accounts, and 

with our regulators. Finally, we may disclose information about a client at the client's request or with the client's permission {for 

example, by sending duplicate account statements to someone designated by the client), or as otherwise permitted or required 

by law. 

Access to information about clients is restricted to those employees who need to know the information to service client accounts. 

Our employees are trained to follow our procedures to protect client privacy and are instructed to access information about clients 

only when they have a business reason to obtain it. We maintain physical, electronic and procedural safeguards to guard your 

nonpublic personal information. 

If you have any questions concerning our privacy policies and procedures, please feel free to contact 

James Mason, Chief Compliance Officer, at jmason@polariswealth.com or by calling Mr. Mason at {248) 267-1270. 
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