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Front and center in the headlines in July was international trade. Early in the month the White House announced a list of $200 billion in Chinese goods that would be subject to a 10 percent tariff as President Trump continues to make good on his promise to bring China to the negotiating table. The tariffs will not go into effect immediately and will undergo a review process with hearings set to take place later in August.
A handful of the products on the tariff list are from the “Made in China 2025” sectors. The “Made in China 2025” is a plan for China to become a major player in
advanced manufacturing.
The plan involves government subsidies, heavy
investments in research
and innovation and also
expands China’s earlier
policies requiring foreign
companies seeking access
to Chinese market to enter
into joint ventures and/or
transfer technology to
China firms to gain this
access. We’ll continue
watching this and expect
plenty of news and market
reaction as we approach the end of August/beginning of September. Not all international trade news was bad in July as the United States and
the European Union (EU) promised to work towards zero tariffs on non-auto industrial goods, reduce barriers, and increase trade in services,
chemicals, pharmaceuticals, medical products, and soybeans. President Trump and Jean-Claude Juncker, the President of the European Commission, provided few details but this is seen as a step in the right direction for trade talk with Europe. But, for all the news surrounding tariffs and trade wars the S&P 500 is up 6.47% year-to-date (YTD) and is in 2.01% from making new all-time highs (+). Not bad seven months
into the year that saw the market pull back 11.84% from the highs (2872.87) it made in January to the lows (2532.69) in February.
YTD Sector performance has been dominated by Consumer Cyclicals and Technology. Seven out of the nine sectors are in the black with
only Basic Materials and Consumer Staples having negative returns for the year. There has been talk about narrowing market breath
(analyzing the number of stocks advancing vs declining) and only a few companies leading the market, but we disagree with this.
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Jobless Claims - the jobless claim r epor t continues to make alltime lows indicating employers are holding onto their workforces.
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GDP - 2nd quar ter estimates came in at 4.1% which is a ver y
solid number, but does bare the question: is the economy starting to
overheat? This is VERY early signs and as of now, we’ll take it as
good new but something to watch for future reports.
Housing Market - the lack of inventor y is star ting to weigh on
the housing market. New and existing homes sales have been on
the low side which has translated into higher prices. First time
home buyers are in a tough position.

66% of stocks in the S&P 500 index are trading above their 50-day moving average (short-term trend) and 60% are trading above their
200-day moving average (long-term trend).
Our long-term view (multiple years) for equity markets is still bullish. We believe we are in the middle part of a secular bull market and
with the previous two secular bull markets lasting 17 years, we could be in for a nice ride if this one plays out similarly. While we
maintain our bullish stance in the intermediate-term (9-15 months), we have moved to a more cautiously bullish stance. The economy is
still very strong and corporate earnings have been solid for the last few quarters. However, as we look farther out towards the second
half of 2019 we suspect the tight labor market and Fed tightening to put pressure on the economic growth, which could lead to a recession and downturn in the stock market. Recessions and market downturns are unavoidable, but the silver lining is that when they happen inside a secular bull market, historically they haven’t been as bad as they have been in secular bear markets. In the short-term
(weeks to months), we see market volatility coming back after reaching historically low levels 2017. In fixed income, we are maintaining our over-weights in International Emerging Markets, High Yield bonds and Floating Rate bonds. We are under weight in U.S. Government Bonds and Mortgage-Backed Securities. Our research team is constantly evaluating our products and tactical position inside
both our fixed income portfolio and equity portfolio, looking at both larger trends and short-term opportunities. With daily monitoring
to accounts on an individual basis, we continue to rebalance accounts when they fall too far from their equity-to-fixed income ratio.
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