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Q U A R T E R L Y  U P D A T E 
April 2019 
 
Tax Day has passed and spring is spreading across the country! In this update we recap the first quarter, 
answer your investing questions, share a financial pitfall for college students, and explore what we can 
learn from Game of Thrones. 

– Carol Hoffman & Tim Grout 
 
Market Overview  
After ending 2018 in a slump, the overall equities market has 
roared to life in 2019. The S&P 500 rallied up nearly 14% in the first 
quarter behind strong growth stocks, and growth estimates for the 
U.S. Gross Domestic Poduct were adjusted up to nearly 2%. Jobs 
reports have been more volatile, but still include 3.4% wage growth 
and 186,000 new jobs this quarter. Core inflation for the quarter 
was 2.1%, slightly higher than targeted. 

Interest rates: The Federal Reserve took a new dovish tone this quarter, suggesting we may not see any 
interest rate hikes this year. The 10-year Treasury rate is down to 2.41%, which is only 16 basis points better 
than a 2-year note. If the 10-year rate goes below the 2-year rate, it is considered an “inversion.” This has 
historically preceded recessions by about a year, although it is not a perfect predictor. 

International: Although they trailed U.S. equities, when compared to a dismal 2018 things are looking up 
for international stocks. Leading the 
way was China, whose performance 
was bolstered by government 
stimulus and the a ppearance of 
improved trade dialogue with the U.S.  

Fixed Income: The U.S. aggregate 
bond index rallied 2.9% this quarter, 
due to a decline in interest rates after 
the Fed signaled a stop to rate hikes.  

 

 

Index Returns Q1 2018 
S&P 500 13.7% -4.4% 
NASDAQ 16.5% -4.4% 
MSCI ACWI 12.2% -9.41% 
U.S. aggregate bond 2.9% 0.0% 
Morningstar index returns through March 31, 2019 

The yield curve normally slopes upward from 2- to 10-years. As of March  
(blue line), it is close to inverting. Image from Morningstar. 
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Investing 201: Why do my accounts have different rates of return? 
You know you have a target range of equities and bonds for your whole portfolio, but why do the 
individual accounts sometimes differ? Each of your accounts managed by Clear Perspectives has different 
goals for tax management and timing of withdrawals. We strategize to minimize your tax burden now and 
in the future, and then we use software to ensure the overall mix adds up to the holistic portfolio you want. 
Getting the right asset location is an important part of building your portfolio. 
 
We often refer to your accounts as being in the blue, green, or purple buckets. 
 

Blue: Taxable (e.g. joint account, trust) 
o Investments – Primarily tax-efficient index funds, municipal bond funds, and CDs to minimize 

the current taxes you pay. We usually ‘buy and hold’ equities in this account so that you don’t 
pay capital gains taxes each year on the growth.  

o Performance – Tends to follow the overall trend of growth stocks (e.g. health care and 
technology), because growth funds are generally more tax-efficient than dividend-paying value 
funds. 

o Timing & taxes – This money is more flexible for withdrawals because growth is taxed at the 
relatively low capital gains rate, and there are no restrictions on when money can be withdrawn.  
 

Green: Tax-deferred (e.g. IRA) 
o Investments – This is the right place for income-paying equities and taxable bonds, because taxes 

are owed only when you make a withdrawal. Actively-managed funds, including international 
and small company funds, are also found here because they often make large capital gains 
distributions that would incur taxes in a blue-bucket account.  

o Performance – Bonds and value equities tend to grow more slowly than other investments, acting 
as a stabilizing force on your overall portfolio and often leading to lower highs in your IRA 
than elsewhere. Lately, international equities have lagged the U.S. and dampened returns in 
this account, but that’s not always the case.  

o  Timing & taxes – You are allowed to begin withdrawing at age 59.5 and must take annual 
distributions after age 70.5. The amount you withdraw is taxed at your ordinary income rate.  
 

Purple: Tax-free (e.g. Roth IRA) 
o Investments – Primarily high-growth equities, because all growth is tax-free forever. Generally 

includes a mix of index and active equity funds, with few bonds.  
o Performance – Typically see the most volatility (gains and losses) in the short term, ultimately 

growing the most over long periods. 
o Timing & taxes – Generally your longest-term money, often targeted for long-term health care 

expenses. No taxes due and no required minimum distributions.  
 
It all adds up a unified whole, with diverse individual parts. Feel free to contact us any time for more 
information on this or any other aspect of your investments and financial plan.  
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When banks pay colleges for access, students get the final bill 
Share this with your favorite college-bound students to help them avoid bank fees! College students paid 
more than $24 million in bank fees last year—and a majority of those penalties stem from accounts 
marketed to students as part of paid agreements between colleges and banks.  

Students with these campus debit cards pay higher fees on 
average than their peers at colleges that do not have paid 
marketing deals, according to a new report from U.S. Public 
Interest Research Group (PIRG). Some schools even get a 
bounty for each new account opened.  

“It’s abundantly clear that some of these debit card 
agreements are not in students’ best interest,” said Kaitlyn 
Vitez, the higher education campaign director at U.S. PIRG.  

Visit www.consumerfinance.gov/consumer-tools/money-
as-you-grow for resources to guide parents and caregivers of 
young children through young adults. 

 
Reduce, reuse, and recycle to help combat rising costs 
The American recycling tradition– and the environmental benefits thereof– is now under threat from 
rising recycling costs. China, which has been the largest purchaser of U.S. recyclables for decades, 
stopped importing plastic and paper waste in 2018 due to new contamination restrictions. That has left 
many municipalities with few options for where to send their recycling loads, with the remaining 
processers charging up to four times as much to take away the waste. 

Here are 3 ways your household can help your city 
minimize this sudden new cost:  

1. Clean and dry your recyclables. It only takes one 
greasy pizza box or sticky peanut butter jar to 
“contaminate the stream.” 

2. Keep everything loose. Never put recyclables in 
containers or bags. Plastic grocery bags are rarely 
accepted and can ruin a load. 

3. Advocate with your local government to shop around 
for recycling vendors. Help find ways to offset recycling 
costs through reduced trash costs or other means. 

  

Students paid a collective $1MM in bank fees at Texas State, 
University of Arizona, and Florida International University.  

Photo of nursing students from Texas State. 
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Three estate planning lessons from “Game of Thrones” – With major spoilers 
1. Avoid DIY wills. It’s too easy to make a big, costly mistake. When King Robert dictates his will 

on his deathbed, Ned Stark replaces "my son Joffrey" with "my heir" because he knows the king's 
eldest son is actually a bastard. The subsequent fallout tips off a struggle for the throne that costs 
the lives of thousands. Robert should have finalized this with his lawyer well in advance. 

2. Name a guardian and make it official. Notify the potential 
guardian and others of your intentions, to avoid conflicts in the 
future. Lady Stark asked Brienne of Tarth to secure the safety of her 
daughters, but she didn’t think to share this plan with others or 
provide instructions. When Brienne does find Arya in Season 4, she 
has no way to prove herself to the understandably suspicious child. 
Lady Stark should have written a letter of authorization for Brienne 
and kept a copy for her own vassals. 

3. Listen to the experts, even if you are one. Joffrey and Robert 
Baratheon had one thing in common—they refused to listen to the 
advice of the small council. As Tywin Lannister would say, a wise 
king listens to his advisors, even when he’s old enough to have some wisdom himself. Estate 
planning can be complicated, and the consequences of botching it can be dire; thus it’s important 
to know when it’s time to contact a specialist. 

 
Scammers pretend to be from the IRS or Social Security 
The scenario: Your Caller ID displays a call from the IRS or Social Security Administration (SSA). The 
caller may demand an immediate payment and threaten legal action. Or they may say that, because of a 
crime, your bank account will be frozen so you need to put your money on a "safe" gift card. This scam 
now tops the list for the year's most consumer losses, according to the Federal Trade Commission.  
 
Don't be a victim! The specifics may change but know these facts to avoid being scammed: 

 Caller ID can be fooled. To be safe, tell the caller you’ll call the IRS or SSA yourself, hang up, and 
call the actual organization to find out if they have a legitimate need from you. 

 The IRS and SSA will never will never ask you for credit or debit card numbers, demand 
immediate payment, threaten legal action, or ask you to redirect money. 

 

Please contact us with any of your financial questions or needs. Thank you for your continued support. 

Carol & Tim and your Clear Perspectives team 
 

The Quarterly Update letter is mailed quarterly to our clients and friends to share some of our market views. The opinions expressed and material 
provided are for general information, and should not be considered a solicitation for the purchase or sale of any security. Certain material in this 

work is proprietary to and copyrighted by The Sevens Report, American Funds, and Morningstar, and is used with permission. 
 

Credits: Market Overview by Mike Schelle. Investing article by Carol Hoffman and Kate McInerney. Scammer article by John McInerney. College bank fee article adapted from Kaitlin 
Mulhere, money.com. Recycling article adapted from Michael Corkery, New York Times. “Game of Thrones” tips from wealthmanagement.com. 


