
 
 

 
 

 

 

 

Market Update. - Thoughts by Mark Lazar 

I made my money the old-fashioned way… I was very nice to a wealthy relative right before he died. 

- Malcolm Forbes 
 

After a not-so-merry Christmas for the markets (stocks, bonds, REITs, and commodities), the S&P 500 
is up over 20% from its 12/24/18 low, and over 11% year to date.  While the market is impossible to 
predict in the short-run, we were very clear in our January missive that the December blood bath was 
emotional rather than fundamental, and we expected a speedy recovery. A big kudos to you for turning 
both a deaf ear and a blind eye to the supposed pundits who foretold of pending doom and gloom 
when things were at their worst. Sometimes you just have to buckle up and hold on for the ride. 
 
 
 

 

MARCH 2019 

- - - - - - 

 
INSIDE THIS NEWSLETTER 
 

 

 MARKET UPDATE 

 

 RAYMOND JAMES AT A 

GLANCE 

 

 WASATCH TEAM UPDATE 

 
 

 
 

https://finance.yahoo.com/quote/SPY/history?period1=1545634800&period2=1552370400&interval=1d&filter=history&frequency=1d


Item Data point 

Year-to-date S&P 500 Return 11.49% 

Year-to-date Bond Index Return 1.44% 

Year-to-date Foreign Index Return 8.45% 

Year-to-date Emerging Market Index 7.80% 

U.S Forecast GDP 20191 2.50% 

Unemployment Rate 3.80% 

*All hyperlinked data as of 3/11/2019 
 1Kiplinger’s, 3/1/2019 
 
What’s in store the rest of this year? There are no recession clouds on the horizon, employment is 
strong, and earnings are forecast to increase roughly 3.9%. According to the CNBC Market Strategist 
Survey, the 17-firm consensus estimate for the S&P 12/31/19 value is 2941, which would be a 4.4%+ 
increase (not including dividends) over the current level of 2817. Will this come to pass? Who knows, 
but the fundamentals point higher and this would be a reasonable multiple of projected earnings. 
 
There’s been a lot of banter over the years about the federal budget. Ironically if not hypocritically, 
each party is only concerned about debt when the other party is in power. However, once they’re in 
the driver’s seat, miraculously, budget concerns magically disappear. Debt problem? What debt 
problem? 
 
Let’s break down the numbers. Most of the data below is from the U.S. Debt Clock, which is a fun, albeit 
disheartening, website to visit. Please check out the link if you aren’t familiar with it. 
 

 U.S. national debt: $22.11 trillion 

 U.S. debt per taxpayer: $180,598 

 U.S. debt per citizen: $67,329 

 Student loan debt: $1.58 trillion 

 U.S. federal tax revenues: $3.39T 

 U.S. federal budget: $4.26T 

 U.S. federal budget deficit: $870B 
 
A government is similar to a household in the sense that it has income (tax revenues) and it has 
expenses, which are as follows: 
 

 62% Mandatory spending; Social Security, Medicare, and Medicaid 

 8% Interest payment on national debt 

 30% Discretionary spending: Defense, Health & Human Services, education, VA, Homeland 
Security, Energy Dept., HUD, State Dept, NASA, other agencies 

  
In 2019 the federal government will collect $3.39T in federal taxes, however, our profligate government 
will spend $4.26T, leaving a shortfall of $870B. Where does Uncle Sam get the money? He hawks bonds. 
U.S. Treasury securities are the primary means of funding federal debt. Who owns U.S. debt? Here’s 
the breakdown: 
 

 42% Foreign governments & investors 
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 23% Federal Reserve, state, and local agencies 

 16% Institutional investors; pension plans, mutual funds, etc. 

 12% Other holders; government sponsored enterprises, businesses, broker dealers, etc. 

 7% Banks & insurance companies 
 
When does the national debt become a problem? When the credit markets say it is. But that ain’t 
today. The bond market exacts swift vengeance upon irresponsible governments in the form of high 
interest rates on their debt. For example, in September of 2009, Greek bonds were yielding 4%. Just 
over two years later the rate the Greek government had to pay to fund their budget deficit was over 
40%. How did they “fix” it? Bailouts from the Eurzone and the IMF. Then bondholders took big haircuts 
on their Greek bonds. Greece’s solution was different than prior sovereign defaults due to the euro 
common currency and the ECB controls the money.  
 
Governments don’t default on their debt the way individuals or corporations do. Rather, they monetize 
their debt; meaning they “print money” to devalue their currency and repay bondholders with 
devalued currency. Russia did this in 1998. Who paid the price? Individual bond holders, commercial 
banks, pension plans, insurance companies, and foreign central banks who trusted the Russian 
government to be good stewards of their investment; these bondholders ultimately took a 25% haircut 
on their “safe” government security. 
 
One common myth worth taking a minute to dispel is regarding who has control; the bondholder or 
the nation that borrows the money? Unlike private debt, where bondholders typically have a senior 
claim against assets, public debt doesn’t work that way. Holders of public debt cannot put the bonds 
(call the loan), nor do they have a claim on assets. Rather, the issuing government holds all the cards 
and can choose to explicitly or implicitly default on its debt. 
 
The world could write off the losses of Greece since their economy is small relative to Europe. However, 
a default by a major country would have horrific consequences, especially if that country happened to 
issue the world’s reserve currency. But U.S. debt woes are not a foregone conclusion. Uncle Sam 
doesn’t need to pay off the debt anytime soon but he does need to get his fiscal house in order, and 
that means starting with a balanced budget … two words that Washington bureaucrats seem to have 
forgotten the meaning of. 
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Wasatch Team Updates 

 

 

 

 

 Mark 
Mark, Savina, and a few friends soaking up some sun & surf in the Caribbean.   

 

 

 

Morgan    
Deer Valley has enjoyed countless snow days this past year. Morgan is loving the 

120” base and about to jump into Daly’s bowl and ski the 28” of new powder that 
fell last weekend.  

 

 

 

 

 

John 
Every year John volunteers at the Sundance Film Festival. Here he is, 
all smiles after another great film.  

 
 
 
 
 

Elisha 

Elisha teaching sweet little Josie how to take the perfect selfie.  
 

 

 

Melissa 
Please welcome Melissa to the team, our newest associate! Melissa is a recent 
transplant to Utah, joining us from the equity sales and trading desk at Raymond James 
in San Francisco. Welcome to the team Melissa!!! 
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Views expressed in this newsletter are the current opinion of the author, but not necessarily those of Raymond James & Associates. The author's opinions are 

subject to change without notice. Information contained in this report was received from sources believed to be reliable, but accuracy is not guaranteed. Past 

performance is not indicative of future results. There is no assurance these trends will continue or that forecasts mentioned will occur. Investing always involves 

risk and you may incur a profit or loss. No investment strategy can guarantee success. The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow 

Jones Industrial Average is an unmanaged index of 30 widely held securities. It is not possible to invest directly in an index. Companies engaged in business 

related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks 

associated with investing in an individual sector, including limited diversification. Gross Domestic Product (GDP) is the annual market value of all goods and 

services produced domestically by the US. The information in this article is general in nature, is not a complete statement of all information necessary for making 

an investment decision, and is not a recommendation or a solicitation to buy or sell any security. Investments and strategies mentioned may not be suitable for 

all investors. The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed market 

equity performance, excluding the United States & Canada. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging 

market indices. The index's three largest industries are materials, energy, and banks. The Barclays US Aggregate Bond Index is a broad-based flagship benchmark 

that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. International investing involves special risks, including currency 

fluctuations, differing financial accounting standards, and possible political and economic volatility. Links are being provided for information purposes only. 

Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not 

responsible for the content of any website or the collection or use of information regarding any website's users and/or members. Raymond James is not affiliated 

with any of the organizations listed above. Neither Raymond James Financial Services no any Raymond James Financial Advisor renders advice on tax issues, 

these matters should be discussed with the appropriate professional. Investing in commodities is generally considered speculative because of the significant 

potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods when prices overall are rising. 

Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide fluctuation; the market 

is relatively limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated. Be advised that investments in 

real estate and in REITs have various risks, including possible lack of liquidity and devaluation based on adverse economic and regulatory changes. Additionally, 

investments in REIT's will fluctuate with the value of the underlying properties, and the price at redemption may be more or less than the original price paid.  

Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and their products and services may be 

subject to rapid obsolescence.  There are additional risks associated with investing in an individual sector, including limited diversification. 


