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Back-To-School…Goodbye August
It wasn’t that long ago, it seems, that Au-
gust was a fun month. And it wasn’t just 
fun for me, it was fun for the whole family. 
School for the kids wrapped up in May 
and June was a solid month of them sleep-
ing in, going to the pool, and goofing 
around with friends.

June for me this year was especially ex-
citing because my beloved St. Louis Blues 
not only made it to the Stanley Cup Finals, 
but beat the Boston Bruins in Game 7. 
Normally my hockey season is effectively 
over in April and baseball then starts up, 
but this was way better. This was the Blues 
first Stanley Cup ever and the 
first time they had made it to 
the finals since 1970.

Side note: Back in 2004 I was 
actually at game four of the 
World Series when the Bos-
ton Red Sox beat my St. Lou-
is Cardinals to snap their 86 
year World Series drought. 
The New England Patriots 
beat my Kansas City Chiefs 
last year to go to the Super 
Bowl. This year the Kansas 
Jayhawks football team heads 
to Boston College for what I 
hope is some revenge on all things Bos-
ton. Needless to say, I’ve got a little chip 
on my shoulder when it comes to Boston 
area teams.

July starts off with one of my favorite 
holidays and multiple trips to Grand 
Lake, Oklahoma. In my family we usual-
ly wedge a vacation in there for one last 
fling before school starts back up. I sel-
dom travel, but July is usually when our 
national conference is (this year was in 

Lucy Knutson, 
first day of 5th grade

Denver) and I also try to head out east to 
see clients I haven’t seen in a while.

Then there’s August. Nothing against it 
per se, but in ancient times August only 
had 29 days; we can thank Julius Cae-
sar for adding two more days to an al-
ready packed month. I probably shouldn’t 
blame the month or Caesar, but August 
was already long enough; it didn’t need 
to expand.

August used to be one final blast furnace 
of summer before the kids get back to the 
grind and structure of the school calendar. 

Now it’s become a logistical 
game of Tetris with my wife 
trying to rotate and flip each 
kid’s activities on to the family 
calendar. Where would we 
be without iPhone calendars?

As many of you know, I have 
five kids, ages 11 to 21. 
What you may not know is 
I have five kids at five differ-
ent schools in three different 
states. Not that it matters yet, 
but I actually have four dif-
ferent spring breaks, so now 
March is in line to becoming 
to the August.

My wife has gone back to school shop-
ping for three of the kids and is trying to 
coordinate the other two. This is more dif-
ficult than it might appear. My older kids 
often put in six and sometimes eight hour 
days, three days a week. They take their 
Sabbaths very seriously. Getting up at the 
crack of noon to choke down some Lucky 
Charms before the 3:00 Fortnite squad 
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Market Commentary: What’s Happening Underneath the Headlines

Written August 19, 2019

In light of the recent market volatility, I 
want to use this commentary to break 
down what’s happening underneath 
all those layers of headlines and 
sensationalisms. As you know I LOVE 
graphs and charts, but Pete said we 
can do more content or more graphs. 
So due to formatting restraints we had 
to remove all the graphs. You can 
see these graphs by checking out our 
Facebook page and our website. With 
this being back to school month, most 
people would rather see pictures of cute 
kids rather than economic indicators. I 
love them both, but sometimes you just 
have to choose one.

We had a big pullback in the 4th 
quarter of last year, a massive rebound 
in 2019, and we’re experiencing 
another pullback in August.  Over the 
last 12 months, the S&P hasn’t really 
budged.  We’re pretty much back 
where we were in October. 

If you’ve known me for a long time, 
you know what I’m about to say next. 
Regardless of what’s happening in the 
stock market, we’re on the lookout for 
recession risk. Remember, we can’t 
try to time the market. Look at the 4th 
quarter of last year.  That pullback 
was steep but short-lived, and trying 
to time that would have been a fool’s 
errand.  Most investors can simply 
ride through short-lived corrections 
like that.  However, when a recession 
happens those pull backs are typically 
severe and it takes years to get back 
to break even.  That’s why we’re on 
the lookout for markers of recession risk 
specifically.

Recessions are caused by a lot of 
different things: fiscal problems, 
financial problems, trade imbalances, 
bubbles, etc.

When we look at the chart that used to 
be here before Pete deleted it, I don’t 
see a bubble. We’re hovering a little 
bit above the 25-year average but 

it’s not out of line and I’m not worried 
about it yet.

When it comes to earnings, we get a 
little nervous when we see declining 
earnings because that doesn’t bode 
well for the economy or the stock 
market. We started to see declining 
earnings in 2018 and this past quarter 
we thought we were heading into an 
earnings recession. But earnings came 
in much better than projected and 
are expected to rise over the next few 
quarters. We can attribute some of the 
earnings volatility to tariffs and trade 
uncertainty, which isn’t a surprise.

What drives stock prices higher in 
large part are buybacks.  Companies 
buying back their own shares increase 
the value of those shares.  In 2018 
and 2019, buybacks have been strong 
and as long as they stay that way, the 
probability of recession is muted.

Unemployment is a big recession 
marker.  If we start to see unemployment 
begin to tick up, that’s a check mark 
in the recession risk column.  So far, 
unemployment continues to decline.  In 
the past, we’ve never had a recession 
in which unemployment was still 
declining (although there’s a first for 
everything). 

If you’ve watched or listened to the 
news, you’ve heard about the yield 
curve inversion. That means that short 
term debt is paying higher interest rates 
than long term debt, which shouldn’t 
be the case.  If you lock up your money 
for 10 years in a government bond, 
you should expect to earn more than 
someone who locks up their money for 
3 months.  But that’s not the case when 
the yield curve inverts.  

In 2001 and 2007, this signaled the 
beginning of a recession.  In fact, 
I wasn’t concerned about the Feds 
raising rates as much as cutting them.  
And at the end of July, the Feds cut 
rates by 0.25%.  Does that mean 
we’re heading into a recession?  Not 

necessarily. It does mean that the Fed 
is seeing potential weakness and wants 
to get ahead of it by a wide margin.  
Are rate cuts enough to stem the tide?  
We won’t know until after the fact.  
But simply because the Fed began to 
cut rates doesn’t mean a recession is 
imminent.

A bigger concern is global economic 
growth, which is slowing dramatically.  
If growth turns negative, this will be a 
big red flag.

Global trade is also very concerning. 
Global trade is a function of global 
economic growth. Global tariffs are 
adding even further uncertainty. This is 
the biggest threat to economic growth 
currently. The United States’ trade war 
isn’t just with China; it’s with other 
countries as well. We aren’t quite sure 
when this will resolve and the markets 
hate uncertainty. Not only that, but we 
have yet to see the full ramifications of 
the tariffs already in place. The effects 
on the economy and the consumer 
haven’t been fully realized yet, either, 
but we’ll start to see those consequences 
trickle through in earnings, GDP, and 
global growth in the coming quarters.

Bottom line:  We aren’t quite to the 
point where we think recession risk 
is high, but the risk is high enough to 
invest more defensively. Now is a good 
time to be prepared for choppy waters, 
but we don’t think they will last long. 
Lastly, it’s very important to keep the 
long-term picture in mind.  Don’t focus 
on what’s happening today. Don’t 
make emotional decisions about your 
accounts. And remember that we (and 
you) are investors, not day traders.   

We track other things, too, but they’re 
nowhere near as interesting as pictures 
of the kids. If you want all the graphs 
Pete made me delete, follow us on 
Facebook. You’ve got a lot of things 
on your plate. Let us worry about all 
this.**

- Victoria Bogner, CFP®, CFA, AIF®
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gets together can try even the tough-
est gamers. I usually see them around 
dinner time or when their gas tank is 
empty or they are hungry, 
but not always (except on 
steak kebob or smoked 
salmon night; they stick 
around for that).

In the month of August, we 
have back to school nights; 
meet the teacher nights; 
meet the coach nights; 
meet the other parents 
night and probably a few 
other events like grade par-
ties that my wife won’t tell 
me about until it’s too late 
for me to….schedule a con-
flict. Unfortunately, I’ve not 
been able to catch a cold 
or a stomach bug, or even 
an allergy. Believe me, I’ve 
tried.

All over social media peo-
ple are posting their kids’ 
first day of school photos. 
The nostalgic parents even 
post first day of kindergar-
ten pics side-by-side with 
last first day of sixth grade 
photos. It does seem like 
yesterday when my kids 
were in the same boat.

I lay all this as a backdrop 
to let you know that we are 
all busy. And if you feel 
overwhelmed by it all, I 
understand. I also still have 
half a bottle (OK…maybe 
a quarter of a bottle) of 
my Grandpa Jack’s “cough 
syrup” to share. It’s easy 
for priorities to get pushed 
aside to make room for 
other priorities. Through all 
this summer stuff, my wife and I are re-
doing our estate plan, for example. We 
were really good about this in April; 
and then we blinked and it’s Septem-
ber. I do have an appointment with our 
attorney this month, though, so we get 
half credit right?

Priorities change from season to sea-
son, but I want you to go back to one 
of my earlier newsletters regarding my 

fellow Family Chief Finan-
cial Officers. Typically, in 
January of each year, our 
clients and other friends 
make financial New Year’s 
resolutions. The big ones 
are:  write a will; update 
your beneficiaries; get 
Social Security estimates; 
increase your retirement 
contributions; develop a 
plan for Long Term care 
expenses; create a budget; 
pay off debt; draft powers 
of attorney and other direc-
tives. With August behind 
us and September now 
upon us, there is still time 
to accomplish the financial 
goals you made earlier this 
year. My wife and I will get 
our estate plan done this 
month…hopefully.

Don’t let September be-
come October and Octo-
ber become November. 
The holidays hit and we’re 
into January before we 
know it.

Successful financial plan-
ning is no accident. Set 
goals; have deadlines; and 
dedicate the time, money, 
and calories to reaching 
those deadlines and you 
should be fine. Let us know 
if we can help. Often times 
the difference between 
success and failure is just 
someone reminding you to 
keep going.

Financial planning is pro-
cess, not a product. You have to stay 
on top of these things and if you have 
a hole in your financial plan let us help.

- Peter D Knutson CFP®, CLTC, AIF®

Evie Bogner, first day 
of Kindergarten

Finn Moore, 5th grade

5th grader Chase 
Gourley couldn’t wait 
to get to school and 

start learning.

WE WILL 
BE CLOSED 

SEPTEMBER 5th
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