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The National Christian Foundation investment pools posted modest results 

this quarter, each finishing +/−40 bps.  

The quarter got off to a strong start, with the markets hitting all-time highs in 

the first four weeks.  However, sentiment turned sharply negative in late 

January as concerns about the potential increase in inflation, the Fed chair 

transition, and protectionist political rhetoric overpowered solid economic and 

earnings data.  The Foundation’s global public equity portfolio increased 10–50 

bps with the return of market volatility.  Returns bested the MSCI All Country 

World Index by 110–150 bps due to overweight exposure to emerging markets, 

fair value impact, and relative strength from Champlain and Parametric.  

Emerging markets again outpaced developed equities, with returns (in USD 

terms) benefiting from currency movements.  

Flexible capital returned 0–2% versus a 0.6% gain for the HFRI Fund of Funds 

Composite Index.  Archipelago and Weatherlow boosted segment results.  Real 

assets were hurt by a drop in domestic real estate and ranged from −3% to 

+1%.  Fixed income ended modestly positive, up 10–50 bps. Brandywine 

strength erased Vanguard Total Bond losses.  

One-year gains (gross) reached 2.9% for the Fixed Income Pool and 13.4% for 

the Growth Pool, outperforming the respective benchmarks by 30 and 190 bps. 

Net results ranged from −80 to +60 bps ahead of the benchmarks. 

Global Economic Highlights:  According to data released in the first quarter, 

U.S. economic growth decelerated to 2.9% from 3.2% in the fourth quarter.  

Other G3 nations experienced slower growth.  The highest increases were in 

Ireland (+13.3%), China (+6.6%), and India (+6.6%). Activity slowed in Peru 

(−1.3%), Norway (−1.1%), and South Korea (−0.8%), while Venezuela’s 

economic malaise continued during the quarter. 

Monetary Policy:  Janet Yellen’s term as Fed Chair ended and Jay Powell 

assumed the role in February.  As expected, the Fed hiked rates at its March 

meeting.  The Summary of Economic Projections released during the quarter 

continued to guide toward a total of three rate hikes in 2018. However, the 

potential number of hikes in 2019 and 2020 were raised slightly as the Federal 

Open Market Committee (FOMC) more closely considered the inflationary 

impact of fiscal stimulus in the form of tax reform and higher spending levels. 

Macroeconomic Indicators:  Inflation across the Organization for Economic 

Cooperation and Development (OECD) countries was 2.2% over the 12-

month period ended February 2018.  The euro area moderated to 1.3% due to 

disinflationary pressure in Portugal (+0.6%), Italy (+0.5%), Ireland (+0.5%), 

and Greece (+0.1%).  Unemployment across OECD countries was 5.4% at the 

end of February.  The U.S. unemployment rate held steady at 4.1%. The labor 

participation rate, while still at low levels, has shown ongoing signs of 

stabilization and many observers pointed to the economy being at or very near 

full employment.    

Uncertainty was elevated during the first quarter as discussions continued 

surrounding potential tariffs and additional protectionist policies. In early 

March, President Trump made a surprise announcement that the U.S. would 

impose tariffs on steel and aluminum imports. Later in the month, details 

emerged that several countries would be exempt from the tariffs. China 

retaliated with an announcement of additional duties it would impose on select 

imports from the U.S. Fears of a deepening trade war grew as rhetoric extended 

into April; however, much could change as negotiations continue. Furthermore, 

the ultimate impact of protectionism on trade, global growth, and specific 

company fundamentals remains unclear.  

The U.S. Federal Housing Finance Agency (FHFA) seasonally-adjusted, 

Purchase-Only House Price Index rose 1.6% in the fourth quarter of 2017, the 

25th consecutive quarterly increase. Home prices rose 6.7% in calendar year 

2017, with gains in 49 states and the District of Columbia. Rising mortgage 

rates and changes to tax laws did not halt gains in home prices.  
 

 

 

Indices referenced are unmanaged and cannot be invested in directly.  Index returns do not reflect any 

investment management fees or transaction expenses.  Past performance is not an indication of future results. 

This report is intended for informational purposes only; it does not constitute an offer, nor does it invite anyone 

to make an offer to buy or sell securities.  Information herein has been obtained from third-party sources that 

are believed to be reliable; however, the accuracy of the data is not guaranteed and may not have been 

independently verified.  The content of this report is current as of the date indicated and is subject to change 

without notice.  It does not take into account the specific investment objectives, financial situations, or needs of 

individual or institutional investors.   All commentary contained within is the opinion of Prime Buchholz and 

intended solely for our clients. Unless otherwise noted, Bloomberg was the source for data used in this report.  
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