2019 First Quarter Commentary
Calendar year 2018 turned out to be the worst year for the stock market since 2008. Along with
poor performance, investors experienced higher than usual volatility, especially in the fourth
quarter. The US stock market (as defined by the S&P 500 Index) ended the year on a positive
note, but still with a negative return of -4.38%. The fourth quarter was the most devastating to
yearly performance, with the market down approximately -14.25% for the period.
Thankfully, the market made its turn on December 26th and began a run that left the S&P 500
Index up 13.1% for the first quarter. We attribute this rebound to three factors; the oversold
condition in December, apparent progress on a US – China trade deal, and a significant change in
posture by the Federal Reserve Board (Fed).
December‘s volatility seems irrational when we look back on it. It‘s clear that the market was
oversold and once year-end selling abated, we began to recover. This was aided by the Fed
changing its posture. In October the Fed was predicting two to four interest rates increases in
calendar year 2019 and that sparked fears that it would push the US economy into recession.
Now, their posture is that we are at or near equilibrium, and some analysts forecast a reduction in
interest rates, should US economic growth slow.
On the trade front, headlines continue to point to progress, which should resolve a major
headwind for the market if an agreement is signed. Fourth quarter earnings in the US were
strong. Nonetheless, concerns about the trade deal and global economic slowing keep forward
looking expectations modest. More recently, analysts have become worried about the inversion
of the US Treasury yield curve. This happens when the yield on the 10-year US Treasury is
lower than the yield on the 2-year US Treasury.
The next recession could come from Europe, but we do not anticipate a significant impact to US
earnings. It is our opinion that the reason behind increased buying demand of the 10-year US
Treasury comes from overseas, especially Germany where the German 10-year Bund in now in a
negative yield situation. It is our belief that the US economy will continue to have forward
growth, and do not forecast a US recession unless global issues become significantly worse. We
are keeping an eye on developments in Europe, as these may affect the rate of US growth.
Fears of a US recession, concerns about a US-China deal, and possible recession in Europe
continue to be headwinds for stocks. Investors should expect continued volatility until then.
Raymond James’ Chief Investment Strategist, Jeff Saut, continues to believe that we are in the
midst of a secular bull market, and the fourth quarter was a correction within the forward upward
direction. We are investing accordingly.

Economic activity in the US continues to grow, though may be at a slower pace in 2019. Major
US economic indicators remain positive. Relative to the rest of the world, the US macro
environment remains on solid footing with 2019 Real GDP expected to grow at 2.4% year-overyear. Unemployment is low and we are not seeing significant wage growth or inflation. It is
unlikely that the US will move from growth to recession while in a full employment phase.
Furthermore, we remain on the forefront of energy independence and we are growing onshore
manufacturing, both of which support further US economic growth. The repatriation of capital
has had a positive effect on stock prices through buybacks and mergers, as well as laying the
groundwork for increased capital expenditures by corporate America.
Now that portfolio values have recovered from the end of 2018, it is an excellent time to review
your comfort with volatility. Think back to how you felt during the fourth quarter. Were you
nervous about the drop in values? Did you sell assets and move to cash, or want to? These are
important questions to consider, as your comfort with volatility is important to how we build and
maintain your portfolio. It’s important that your investment plan is aligned with your personal
goals as well as your risk tolerance. Periods of volatility such as we’ve recently experienced
often provide for a re-evaluation of risk tolerance. It’s important to review your overall asset
allocation and to evaluate whether your portfolio is still positioned appropriately.
Have your goal or time horizons changed over the past year? Have there been events in your life
that will change your outlook? Now is a good time to make decisions about adjustments and
rebalancing that may be needed to realign your portfolio.
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How are your friends and family members coping with this market volatility?
Are they looking to the future with anticipation or apprehension?
I am happy to be a sounding board. Contact me to learn more about this complimentary service.

Opinions expressed are not necessarily those of Raymond James & Associates. Information contained
was received from sources believed to be reliable, but accuracy is not guaranteed. Investing always
involves risk and you may incur a profit or loss. No investment strategy can guarantee success. Past
performance may not be indicative of future results. It is not possible to invest directly in an index. The
S&P 500 is an unmanaged index of 500 widely held stocks. Raymond James & Associates, Inc., member
New York Stock Exchange, makes a market in Facebook, Netflix, Amazon, Google, and Microsoft.
International investing involves additional risks such as currency fluctuations, differing financial
accounting standards, and possible political and economic instability. These risks are greater in emerging
markets. Investments in the energy sector are not suitable for all investors. Further information regarding
these investments is available from your financial advisor. There is an inverse relationship between
interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and when
interest rates fall, bond prices rise. Investing in stocks involves risk, including the possibility of losing
one's entire investment.
Dividends are not guaranteed, will fluctuate and must be authorized by the company's board of directors.
U.S. Treasury securities are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate
of return and guaranteed principal value.
The prominent underlying risk of using bitcoin as medium of exchange is that it is not authorized or
regulated by any central bank. Bitcoin issuers are not registered with the SEC, and the bitcoin
marketplace is currently unregulated. Bitcoin and other cryptocurrencies are a very speculative
investment and involves a high degree of risk. Investors must have the financial ability,
sophistication/experience and willingness to bear the risks of an investment, and a potential total loss of
their investment. Securities that have been classified as Bitcoin-related cannot be purchased or deposited
in Raymond James client accounts.

The Forbes ranking of Best-In-State Wealth Advisors, developed by SHOOK Research is based on an algorithm of
qualitative criteria and quantitative data. Those advisors that are considered have a minimum of 7 years of
experience, and the algorithm weighs factors like revenue trends, AUM, compliance records, industry experience
and those that encompass best practices in their practices and approach to working with clients. Portfolio
performance is not a criteria due to varying client objectives and lack of audited data.
Out of 29,334 advisors nominated by their firms, 3,477 received the award. This ranking is not indicative of
advisor's future performance, is not an endorsement, and may not be representative of individual clients'

experience. Neither Raymond James nor any of its Financial Advisors or RIA firms pay a fee in exchange for this
award/rating. Raymond James is not affiliated with Forbes or Shook Research, LLC.
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