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become increasingly tricky as uncertainty 
rises this year because of a torrent of 
executive actions surrounding tariffs.

Now more than ever, we believe sticking 

to a proven portfolio diversification strategy 
with regular rebalancing will pay off for 
patient investors.

What’s Driving Volatility?

Volatility is embedded in nearly everything 
that surrounds us; whether it’s exchanges 
on social media or the upcoming tornado 
season, we’re always living with volatility. 
Most recently, the markets entered 
correction territory — or a 10% decline 
from its most recent peak — to start the 
year, a stark reminder of how rapidly the 

NAVIGATING VOLATILE MARKETS
Savvy investors can find calm in the rough waters by following three steps.

Continued on page 2

M A R K E T 
R E C A P

Increasing concerns about tariffs and the economic outlook 
resulted in the S&P 500 turning in its worst quarter since 
2022, causing the long overdue stock correction of 10% and 
pushing some investors to international stocks. 

YTD Past 6 Months Past 12 Months

S&P 500 -4.3% -1.1% 8.5%

EAFE (International) 6.9% -1.3% 5.8%

Editor’s Note: Recent market activity has 
highlighted the persistent volatility we’re 
experiencing, a trend that underscores 
the importance of a well-considered 
investment strategy. As Garrett Guinn 
details in ‘Navigating Volatile Markets,’ 
the principles of diversification and a clear 
understanding of risk are paramount, 
regardless of short-term market 
fluctuations. At TCO, we remain committed 
to guiding our clients through these 
dynamic times, emphasizing a disciplined 
approach that prioritizes long-term stability.

Trust Company Oklahoma enjoys 
making market predictions based on 
historical relationships, asset pricing 

models, and solid narratives.
Still, sometimes it feels like an exercise 

in futility when the cards are reshuffled 
endlessly. Reading the tea leaves has 

Source: Ned Davis Research
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V I E W  P O I N T A Message From the Desk of Michael Hopper

The recent Oklahoma wildfires serve as a stark 
reminder of life’s unpredictability, leaving a 
lasting impact on our community. Our financial 

situations are also susceptible to unforeseen 
challenges, capable of leaving lasting scars from 
reactive decisions. A well-constructed financial 
plan is essential for navigating these difficulties and 
emerging stronger.

The devastation caused by the wildfires 
underscores the vulnerability of even seemingly 
stable foundations. This highlights the critical need 
for proactive financial planning to address market 
volatility, economic downturns, and unexpected 
crises.

This newsletter focuses on two key areas for 
safeguarding your financial well-being. Firstly, we 
explore strategies for navigating current market 
volatility, which requires careful management to 
protect your assets and ensure long-term stability. 

This includes strategic diversification and regular 
portfolio rebalancing to mitigate risk. Secondly, 
we discuss the often-overlooked necessity of 
naming your trust as an additional insured on your 
homeowner’s insurance, a crucial step in protecting 
your legacy from potential liability claims arising 
from unforeseen events on your property.

Our approach emphasizes responsible 
stewardship and prudent planning. We help 
navigate the complexities of wealth management, 
ensuring your financial legacy reflects a well-
structured and resilient plan, rather than fleeting 
gains.

We believe true wealth is measured by 
embracing adversity with wisdom and resilience, 
and committing to rebuilding stronger. This belief 
guides our financial planning, helping you secure an 
enduring financial future. Contact us to review your 
plan. 

Michael Hopper
CFP®

President & Chief 
Executive Officer

Continued on page 3
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landscape can shift.
At the beginning of this year, our chief 

investment officer, Michael Abboud, wrote 
about how concerning it was that volatility 

was practically absent and that in 2024, 
the S&P 500 traded over 300 days without 
a 10% correction (versus the average of 
173 days). For reference, in a typical year, 
the S&P 500 will have about one 10%+ 
correction. (See chart “Stock market 

corrections are normal” on page 1.
Entering 2025, we were cautiously 

optimistic that the bottom wouldn’t 
fall out and, consequently, the market 

CBOE Volatility Index
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would resume “normal” growth as the 
economy stabilized and inflation trends 
lowered. However, bumps in the road are 
part of investing, and when an asset is 
“priced to perfection,” you’re bound to be 
disappointed sooner or later. 

Before the announced tariffs, the 
Federal Reserve had already reduced GDP 
growth estimates to 1.75% this year, down 
from 2.8% growth last year, and raised 
inflation expectations above the Fed’s 
2.0% target. If these tariffs take effect and 
stay in place for a meaningful time frame, 
the above estimates will likely be adjusted 
lower and higher, respectively, as they work 
through the economy.

Even before the “Liberation Day” 
in early April, a volatile culmination 
of concerns over tariffs, inflation, and 
economic growth, as well as uncertainty 
about the direction of government 
policy, pushed several major U.S. 

stock indexes into correction territory. 
Adding fuel to the fire, the White House 
announced additional sweeping tariffs on 
60 countries plus a 10% base tariff on 
all imports not covered under the U.S.-
Mexico-Canada Agreement (USMCA). 
These developments are particularly 
alarming given the sheer magnitude of the 
tariffs, surpassing what most investors 
anticipated and reshaping global trade.

Following the April 2 tariff 
announcement, volatility, as measured  
by the CBOE Volatility Index (VIX), spiked, 
and the Three-Component Economic 
Policy Uncertainty Index reached heights 
not seen since the COVID-19 pandemic. 
(See chart “CBOE Volatility Index” on  
page 2.)

As of March 31, President Donald Trump 
had signed 108 executive actions (73 
executive orders, 23 proclamations, and 12 
memorandums). He signed more executive 
orders in his first 10 days in office than 
recent presidents signed in their first 

100 days. This much political movement 
has significantly changed the political 
environment, and with those changes has 
come market volatility.

Beyond the domestic political sphere, 
significant global events are also impacting 
market sentiment. Revelations surrounding 
DeepSeek’s cutting-edge advancements 
in artificial intelligence have led some 
investors to call this “AI’s Sputnik moment” 
as competition ramps up between the U.S. 
and China.

Further, the turmoil in Russia and 
Ukraine has far-reaching consequences 
that will impact both short- and long-term 
relations between the U.S. and other 
countries as they contend with persistent 
aggression from Russia.

So, with endless catalysts for elevated 
volatility, how do we navigate the choppy 
waters of investing?

Continued on page 4

Calendar Year Total Returns 
Dec. 31, 1950, to Dec. 31, 2024
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How to Approach Risk

1. Understand & Accept It
Although it might be a tough pill to 

swallow, understanding and accepting 
risk are paramount to managing it. Like an 
insurance company, you do not have to 
assume all risks, but you should diligently 
accept the right risks.

Risk, as measured by volatility or 
likelihood of default, ranges from Treasury 
bills (considered “risk-free”) to small, 
private companies operating in a nascent 
industry (somewhat risky!).

In general, we seek to invest in high-
quality securities that offer clients a 
reasonable rate of return on a risk-adjusted 
basis. In practice, we evaluate investments 
in risk-adjusted returns, ensuring that 
we receive an adequate return for every 
additional element of risk incurred.

To illustrate this concept, the graph on 
page 2, “Calendar Year Total Returns,” 
represents the “efficient frontier” and plots 
out risk on the x-axis and return on the 
y-axis. As an investor adds more stock to the 
portfolio, returns increase along with risk.

There’s no free lunch, and investing 
is an inherently risky endeavor. Risk is 
embedded in every asset, no matter how 
small, and it should be well understood 
before investing.

2. The Power of Diversification:  
A Shield Against Uncertainty
Diversifying your portfolio should be 

your top priority. The adage “don’t put 
all your eggs in one basket” rings true, 
especially when investing.

For fixed-income investing, we diversify 
by purchasing bonds and bond funds 
that are considered investment grade, 
mature within a short- to medium-term 
window, and are issued by various entities 
(i.e., governments, corporations, and 
municipalities).

 We also aim to reduce equity volatility 
by managing exposure geographically, 
within economic sectors, and within market 
cap ranges to achieve a broad range of 
diversification.

Popular indexes, such as the S&P 500, 
are weighted by market capitalization and 
offer investors a broad index of the largest 
public companies in the U.S.

However, with the tech run-up over the 
past few years, the index has become 
especially concentrated (see graph “Market 
cap of 10 largest S&P 500 firms, % of index 

total” above). The 10 largest companies 
combined comprise nearly 40% of the 
index, while the remaining 490 comprise 
around 60%.

Today’s index is even more top-heavy 
than the early 2000s tech bubble, when the 
top 10 names accounted for approximately 
30% of the S&P 500.

We are not calling for a severe 
recession, but when an index of 500 
companies becomes so lopsided that 
a handful of tech companies’ fortunes 
determine the index’s fate, an investor 
should take note.

3. Reevaluate Your Needs:  
A Personalized Approach
In addition to understanding risks and 

diversifying your holdings within each 
asset class, another critical consideration 
is reevaluating your individual needs and 
investment objectives. Ask yourself:
• What exactly is my risk tolerance?
• If the market entered a bear market, 

would I be relatively comfortable?
• How much income will I need when I 

retire?
These are a few examples of questions 

you should consider when allocating 
investments across equities and fixed 
income.

In general, as one approaches 
retirement, investments gradually shift 
from equities to fixed income in an effort 
to reduce portfolio volatility (risk). However, 
this is overly simplistic and doesn’t consider 
the myriad other factors, such as spending 

habits, health, outside resources, etc., that 
will influence one’s asset allocation.

We strive to take a holistic view of 
each client’s financial needs and build 
the appropriate portfolio for the desired 
outcomes.

Final Thoughts: Navigating the 
Storm with Confidence

If you’ve ignored the news and markets, 
hopefully this is a helpful reminder: 
Investing is risky, and volatility will ebb 
and flow with the news cycle. We expect 
volatility to remain elevated in the short 
term as economic policies take shape.

Over the long term, it’s important to 
remember that market corrections are a 
feature, not a bug, and that progress isn’t 
linear. In fact, the average drawdown for 
the S&P 500 is around 14% per year. As of 
this writing, after the April 2 equity sell-off, 
we’ve reached a peak-to-trough decline 
of nearly 17% for the S&P 500 and are 
approaching bear market territory. 

Through our lens, the economy will 
narrowly avoid a recession this year thanks 
to a resilient labor force, further monetary 
easing, business-friendly deregulation, and 
fiscal stimulus.

If too much volatility keeps you up at 
night, please read points one through three 
above and make the necessary changes 
so you can rest easy. Investing in the U.S. 
can be characterized by long summers 
and brief winters, but that doesn’t warrant 
unnecessary risk-taking. 

Continued from page 3

Source: Osbourne Partners
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TRUSTS & INSURANCE: PROTECT YOUR HOME 
FROM TORNADOES, FIRES, AND CLAIM DENIALS

The recent wildfires in Oklahoma 
and California and the approaching 
tornado season have many of us 

taking stock of our property. Many people 
on social media have discussed preparing 
kits or “go bags” in the event of evacuation 
or taking shelter.

There is, however, another preparation 
you can make to protect yourself in a 
natural disaster. When a trust owns real 
property, including a home, insuring 
that property becomes more complex. 
As a trustee, you have a fiduciary duty 
to protect the trust’s assets, including 
mitigating potential liabilities – even if you 
are the trustee of your own trust.

Adding your trust as an additional insured 
party on your homeowner’s insurance policy 
is a critical safeguard. Owning a home in 
Oklahoma exposes you to several risks – 
tornadoes, earthquakes, and, as we have 
seen in the past month, wildfires.

Understanding the Trust’s Role 
and Oklahoma’s Dual Threat

• Oklahoma’s location within “Tornado 
Alley” means that properties are at a 
consistently high risk of severe damage 
from tornadoes.

• Oklahoma’s hot and dry summers and 
our infamous high winds create ideal 
wildfire conditions.

• As a legal entity holding property in this 
environment, a trust requires protection.

• As a trustee, you are responsible for 
ensuring the security of those assets in 
the face of unpredictable events. Beyond 
the fiduciary responsibility, you are vested 
in ultimately protecting your home.

• Placing a home in a revocable living 
trust is a common estate-planning 
strategy. However, it’s crucial to ensure 
the trust is adequately insured, as 
standard homeowner’s policies may not 
automatically extend coverage to the 
trust.

Why Make the Trust an Additional 
Insured Party, Particularly in Oklahoma?

• Direct Liability Protection Against 
Environmental Damage: If a natural 
disaster damages a trust property, the 
trust could be the target of lawsuits. 

Being an additional insured party ensures 
the policy covers legal defense and 
settlements for the trust. Ensuring proper 
policy coverage is vital in a state where 
high winds and rapidly changing weather 
patterns can exacerbate damage.

• Protection for the Trustee in a High-
Risk State: Trustees can be held liable for 
breaches of duty. Adding the trust as an 
insured party strengthens protection and 
demonstrates responsibility as a caretaker 
of the asset. This is especially true in 
areas like Oklahoma, where the risk of 
unforeseen property damage is elevated.

• Comprehensive Property Damage 
Coverage: All natural disasters can 
cause home damage. As residents, 
we know that tornadoes, wildfires, and 
earthquakes can render a home unlivable. 
Adequate coverage protects the trust’s 
assets from these severe events.

• Clarity and Efficiency After a Disaster: 
The claims process following a natural 
disaster can be overwhelming. Naming 
your trust as an additional insured party 
streamlines it and ensures swift action.

• Avoiding Claim Denials and Policy 
Cancellations: Most of us have 
been frustrated by seemingly minor 
“technicalities” that have significant 
consequences. Neglecting to list your 
trust as an additional insured party 

can sometimes lead to a claim denial. 
Insurers often use this ownership 
discrepancy to refuse payment. If the 
ownership is unclear or misrepresented, 
insurers may cancel a policy. Adding 
the trust as an additional insured party 
clarifies ownership and avoids potential 
cancellation.

Example: Imagine a severe storm 
damages the roof of a house you have 
titled in the name of your trust. When 
you, as trustee, file a claim, the insurance 
company discovers the policy is solely in 
your name, not the trust’s. The insurer may 
deny the claim, arguing that the actual 
owner of the property (the trust) is not 
a named insured party. This leaves you 
responsible for the expensive repairs.

How to Add Your Trust as an 
Additional Insured Party

• Contact Your Insurer: Notify your 
insurance provider that a trust owns the 
property.

• Provide Trust Documentation: You’ll 
likely need to provide documentation 
establishing the trust’s ownership. 
Your insurance provider may request 
the whole trust document or another 
document, such as a memorandum of 
trust, for their records.

• Ensure Proper Policy Wording: 
Confirm that the insurance policy 
accurately reflects the trust as an 
additional insured party.

• Keep a Copy: It is always a good idea 
to keep a copy of the policy with the 
trust correctly shown as the owner. 

Emily Crain
Senior Vice President
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Sunset on Mount Scott overlooking the Wichita Mountains Wildlife Refuge


