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INDEPENDENT

For weeks now we have used the term “cautiously optimistic,” and we have fielded a few questions 
recently that leave us knowing that many of you are paying attention to this fact. What does 
this mean and why do we continue to hold onto this stance? We remain with a bullish tilt in our 
portfolios for several reasons.

1. Valuations are ok (not cheap, but they’ve been worse)
2. Investor psychology is quite bearish (remember that’s contrarian)
3. Monetary policy has loosened (that’s a good thing, sort of)
4. The trend is our friend (up until proven otherwise)

Valuations are not particularly attractive. In fact, by most measures they are at the higher end 
of historical values. For those who are visual learners, the chart below illustrates this point. 
However, expensive can remain expensive and cheap can remain cheap for a long time. Simply 
put, valuations are not the sole reason that markets turn down (or up). It usually takes other 
things to turn sentiment. 
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As it is, investor sentiment is already at very low levels and not displaying euphoric attitudes at 
all. This has been consistent for quite some time now. Given this, sentiment – at least at its current 
levels – is not likely to turn the market downward.

Monetary policy is getting easier. We noted last week that the Federal Reserve has not only 
reduced short-term interest rates but has also turned around to increase liquidity in the overnight 
lending markets. In fact, they have announced that they will continue their open market activities 
through at least January 2020. This could have been a big reason for the markets to turn around 
(which they started to at the end of last year when the FED changed direction). As it is, the FED 
has reversed their balance sheet moves and are now back to March 2019 levels.

Lastly, the trend is our friend. Even though the markets have moved sideways since the beginning 
of 2018, the trend also has not broken down and still remains in an uptrend. Until that changes, 
we have to be cautiously optimistic. Let me show you a great chart that I ran across Friday. This 
chart shows major news stories of the time and certainly reasons to not invest then. It’s crowded 
and hard to read…and that’s kind of the point, if you know what I mean! The moral of the story 
is that there is always a reason not to invest, and yet the markets over time tend to go up more 
than they go down.

That’s not to say the down periods are painless. It’s also not to say we shouldn’t try to minimize the 
downside effect on portfolios. However, we still have to keep a long-term bias toward investing. 
That is sometimes straddling a very fine line and we try to do that objectively on a daily, monthly, 
yearly, and in some cases multi-year time period.

So, while we all think our time is extraordinary and unique, every time period can say that same 
thing. Meanwhile, companies continue to figure out ways to invent new products and services, 
innovate and grow earnings. We have to have courage and conviction that the future will be 
better than the past, and that while at times politics, trade, and social headlines seem extreme 
(and they are), we will get through this and come out stronger on the other side. Unless this time 
is different…

Not as many charts this week, mainly because I have shown many of them over the last few 
weeks. We still remain cautiously optimistic unless something comes along to upset the balance 
right now.  
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The enclosed commentary and analysis represent the personal and subjective views of Madison Park Capital Advisors (“MPCA”), and are 
subject to change at any time without notice. The information provided is obtained from sources which MPCA believes to be reliable. However, 
MPCA has not independently verified or otherwise investigated all such information. MPCA does not guarantee the accuracy or completeness 
of any such information. This publication is not a solicitation or offer to buy or sell any securities.

All investing is subject to risk, including possible loss of principal. Diversification does not ensure a profit or protect against a loss. There is no 
guarantee that any particular asset allocation or mix of funds will meet your investment objectives or provide you with a given level of income.
against a loss.

DISCLAIMER

Issue 5.10.2Copyright, Madison Park Capital Advisors, 2019 - All Rights Reserved


