
7 Grove Street, Suite 301 
Topsfield, MA 01983 

 
978-887-6778 

www.topsfieldfinancialgroup.com  
 

   

Advisory services offered through Novem Group, an SEC Registered Investment Advisor firm. Topsfield Financial Group and Novem Group are unaffiliated entities. 

2026 First Quarter Commentary 

A Strong Start, Then a Shock 

Investors entered 2026 with their glasses half full of data suggesting economic growth could continue, and as a result, milestone highs were 
reached for all major indices. New era stocks in the NASDAQ, older era stocks in the Dow Jones, the S&P 500 (without the lift of the mega cap 7), 
international stocks (MSCI EAFE), and small cap companies too, were all enjoying their day in the sun.1 However, things changed quickly when the 
war against Iran began to unfold. The energy complex including petroleum distillates like fertilizer and pesticide were impacted immediately. 
Capital markets worldwide were also hit hard, particularly regions more economically vulnerable to higher oil and gas prices, including the 
Eurozone and Asia. International stocks were off to a fabulous start in 2026 for the third year in a row and then swung from being up roughly 11% 
to down more than 10% in a matter of weeks. 

Our Portfolio Management Response 

All our portfolio models ended the quarter slightly in percentage terms, and in line with their benchmark during this exceptionally high period of 
volatility. This is the second time in the past twelve months that investors’ resolve has been tested; remember liberation day? We expect our 
models to behave in a certain way as markets rise and fall, and once again we were provided with reassurance that market risk, which can’t be 
avoided, can be managed. In response to the war and its potential impact on energy prices, we entered the second quarter with shorter duration 
in our fixed income holdings and underweight international stocks. We perceive any further market decline as buying opportunities. 

The war caught us by surprise and remains a fluid situation. For what it’s worth, we don’t think it will be a protracted engagement, not only 
because of operational successes, but also because the political clock is ticking for the Trump administration. Hopefully the U.S., along with a 
broader coalition of nations, can negotiate open and safe passage through the Strait of Hormuz while continuing to work on dismantling Iran’s 
nuclear ambitions. We think all sides are looking for an off ramp, and hopefully it will be negotiations that pave the way.  

What Higher Energy Prices Could Mean 

If the war continues for a long period, it will keep gas and diesel prices elevated, eventually impacting consumer behavior as high prices are 
passed along. Our exposure to international stocks (AVDE and FEGE) could remain reduced. Interest rates could also be affected if inflation spikes, 
but any measurable deterioration in the economy could bring us back to the days where “bad news is good news,” inspiring the Federal Reserve 

 
1 YCharts. (2026). S&P 500 (^SPX) fundamental chart, showing normalized total return data for the S&P 500, MSCI ACWI ex USA Total Return, and Nasdaq Composite, January 1, 2026 to March 31, 
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to reduce interest rates. Our base case is that rates will remain unchanged for now, but we expect at least one interest rate cut this year, 
especially when a new Trump-appointed Federal Reserve chairman assumes leadership. 

Investors have little choice but to think long term and look through this war, hoping it will not escalate or become prolonged. Markets have 
always powered through previous geopolitical oil disruptions with little impact whether the disruption lasted two days or two years.2 We know 
rising energy prices don’t have the same effect on the U.S. as other areas of the globe because we are a net exporter of oil. When the U.S. 
invaded Iraq in 2023, we were only 10% of the world’s oil supply; today we are twice that amount.3 Also, the global demand for oil has fallen 
significantly over recent decades, dropping 48% between 1990 and 2024, and 37% since the Iraq war.4 Furthermore, this event is happening 
when our economy is strong, not weak. Corporate earnings have been excellent, labor metrics strong,5 and supply side tailwind stimulants such 
as tax refunds and deregulations should help the economy and the consumer weather the storm of higher gas prices. Given midterm elections 
are just around the corner, the economic impact of energy inflation is no small concern for the Trump administration.  

Staying Grounded Through Volatility 

It is understandable that investors become anxious during periods of uncertainty and volatility. As advisors, we are not immune from worry. We 
remain grounded, knowing our professional recommendations to you are based upon a thorough understanding of your investment time 
horizon, risk tolerance, and long and short-term financial goals. As our webpage says, “We got this,” and we know you may need reassurance 
from time to time to feel confident that you do too. Remember, portfolios only go up and down. A drop in value isn’t a permanent loss of capital; 
that only happens when holdings are sold while they are down or the market never recovers. Thankfully, the latter has never happened. For 
those drawing upon their financial capital during retirement, we always contemplate the impact of market drawdowns in our design to fund your 
needs and recognize you may have a shortened investment time horizon. For those approaching retirement, a review of your financial plan and 
the risk you are required or elect to take with your investments is a constructive conversation. Call us to arrange a review either in person or 
online.  
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