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2019 Another Chapter In The Book
It’s been quite a year. Even if you are a 
Chiefs fan and you actually like seeing 
the flow of the game downshifted to ac-
commodate for the NFL’s hyper reliance 
on instant replay, the days are going by 
pretty fast. For me personally, I’ve got two 
kids in college and one of them may actu-
ally graduate in 2020. How did that hap-
pen? One day we’re playing with trains 
and worried about the kids eating too 
much chocolate (ok, that was me). Then 
I blinked and my kids are looking at in-
ternships in New York City and possibly 
medical school. Sheesh.

The part about New York City is actually 
true. My oldest son did have an internship 
in Manhattan this summer and we had the 
chance to go visit him for a few days. We 
took in many of the sights, and we made 
sure the 9/11 Memorial was one of them. 
The memorial is very well done and is 
worth the time and money to go see it. It 
hadn’t really registered with me until I got 
there that while the events of 9/11 are still 
very vivid in my mind, my kids have no 
recollection of them at all. It’s been eigh-
teen years since then. Wow.

As we close the books on 2019, it’s im-
portant for us to share with you how much 
we appreciate the trust and confidence 
you’ve shared with us this past year; in 
some cases, decades; and in more than a 
few cases, generations. We cannot over-
state how much we appreciate our clients 
and business partners and the relation-
ships we’ve developed over the past thirty 
years.

This has been another great year for MK. 
We’ve made some new friends in the form 

of new clients and business partnerships. 
We moved. We’re adding new financial 
tools to our toolbox to help our clients. 
We now have an office grill on which 
we’ve had several office-wide feasts. We 
moved. We earned several new desig-
nations, with more on the way. We have 
entered into two very exciting business 
partnerships that have tremendous po-
tential both locally and nationally (we’re 
lobbying hard for an office in St. Thomas, 
New Zealand, or Fiji).

Did I mention we moved?

We’ve also made a very conscious and in-
tentional decision to support Family Prom-
ise of Lawrence in addition to all of our 
other philanthropic endeavors.
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Market Commentary: What’s Going On With Bonds?
Written November 13, 2019

One year ago today, the market was 
halfway through a 20% correction that 
wouldn’t hit bottom until December 
24th. Even though November and 
December are typically positive months 
for the market, last year’s headlines 
overtook that seasonality to send stocks 
into a bit of tailspin. All it took was 
for the Federal Reserve to announce 
a continuation of raising rates and 
the algorithms did the rest. What are 
algorithms, you may ask?  Well, first 
of all, today’s markets are not your 
grandfather’s markets. The old days of 
traders screaming at each other in the 
trading pits (anyone see Trading Places 
with Eddie Murphy and Dan Aykroyd?) 
are largely gone. Just about all trades 
happen electronically and at the speed 
of light. A large chunk of the volatility 
we experience is due to computer 
programs making split-second 
decisions based on headlines. When 
you have billions of dollars controlled 
by these “black boxes,” if they are 
all programmed to sell when certain 
key words flood the news, you can 
see how that would move the market 
sharply downward. Then, when certain 
stop-losses are crossed, the computer 

programs sell more until an extreme 
is reached or certain key words in the 
news trigger buying again.

The trigger in late December of 2018 
was the about-face by the Federal 
Reserve that they wouldn’t raise rates 
but instead began to cut them. Thus 
a staggering rally was launched by 
the very algorithms that caused the 
swift 20% correction over the prior 3 
months. Yesterday, the market hit new 
highs and is currently just 5% above 
the high set in September 2018.

What does this mean for the average 
investor? It means that in the short 
term, volatility can be at very high 
levels. And the market can change on 
a dime. One speech from the Federal 
Reserve sent the algorithms into swift 
“risk-off” mode, but a different speech 
three months later flipped the switch 
to “risk-on.” That makes it impossible, 
impossible, to time the market based 
on what’s happening in the news. And 
it makes it imperative that investment 
strategies are based not on headlines 
but on actual economic and corporate 
data.

Just a few months ago, you couldn’t 
turn on the news without hearing the 
word “recession.” It wasn’t if but when. 
Today the consensus is that a recession 
is nowhere in sight. What does the 
data say?

Six months ago, recession risk was the 
highest we’d seen since just prior to the 
2008 recession. However, there are 
other factors at play this time around, 
namely a very accommodative Federal 
Reserve, a more contained banking 
system, and plenty of warning.

What do I mean by “plenty of warning?” 
If you recall back in 2007, “recession” 
was not a word that was talked about 
much. There was no expectation of 
a liquidity crisis or banking system 
collapse. In a way, 2008 blindsided 
many businesses. Because of this, the 
reaction was extreme: layoffs, slashed 
earnings guidance, frozen credit, 
panic. Predictably, the market dropped 
precipitously, falling nearly 60% from 
peak to trough.

This time around, a recession wasn’t 
only considered, it was expected. 
The yield curve inversion served as 
a potential canary in the coal mine, 

alerting companies 
to be cautious. For 
that reason, earnings 
guidance was guided 
downward early and 
the Fed began cutting 
rates more aggressively 
than planned in an 
attempt to soften a 
recession’s blow. And 
this cautiousness can be 
the difference between 
a 2008-like recession or 
milder one. In fact, our 
recession risk indicators 
moderated over the last 
three months to a lower 
level and are trending 
down even further.
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Market Commentary: Seasonality VS Headlines 
Written November 13, 2019 
 
One year ago today, the market was halfway through a 20% correction that wouldn’t hit bottom until 
December 24th.  Even though November and December are typically positive months for the market, last 
year’s headlines overtook that seasonality to send stocks into a bit of tailspin.  All it took was for the 
Federal Reserve to announce a continuation of raising rates and the algorithms did the rest.  What are 
algorithms, you may ask?  Well it’s not your grandfather’s market.  A large chunk of the volatility we 
experience is due to computer programs making split-second decisions based on headlines.  When you 
have billions of dollars controlled by these ‘black boxes’, if they are all programmed to sell when certain 
key words flood the news, you can see how that would move the market sharply downward.  Then, 
when certain stop-losses are crossed, the computer programs sell more until an extreme is reached or 
certain key words in the news trigger buying again. 
 

 
 
The trigger in late December of 2018 was the about-face by the Federal Reserve that they wouldn’t raise 
rates but instead begin to cut them!  Thus a staggering rally was launched by the very algorithms that 
caused the swift 20% correction over the prior 3 months.  Yesterday, the market hit new highs and is 
currently just 5% above the high set in September 2018. 
 
What does this mean for the average investor?  It means that in the short term, volatility can be at ‘rip-
your-face-off’ levels.  And the market can change on a dime.  One speech from the Federal Reserve sent 
the algorithms into swift ‘risk-off’ mode, but a different speech three months later flipped the switch to 
‘risk-on’.  That makes it impossible, impossible, to time the market based on what’s happening in the 
news.  And it makes it imperative that investment strategies are based not on headlines but on actual 
economic and corporate data. 

(Market Commentary, 
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Disclaimers and Notes
* Wayne L. McDaniel is not affiliated or registered with Cetera Advisor
Networks LLC. Any information provided by Wayne L. McDaniel is in no way 
related to Cetera Advisor Networks LLC or its registered representatives.

Registered Representatives offering securities and advisory services 
through Cetera Advisor Networks LLC, member FINRA/SIPC, a broker/
dealer and a Registered Investment Advisor. Advisory services also offered 
through McDaniel Knutson Financial Partners. Cetera is under separate 
ownership for any other named entity.

**The views are those of Victoria Bogner and should not be construed 
as investment advice. All information is believed to be from reliable 
sources, however, we make no representation as to its completeness or 
accuracy and is not a complete summary or statement of all available 
data necessary for making an investment decision. Any information 
provided is for informational purposes only and does not constitute a 
recommendation. Economic and performance information is historical and 
not indicative of future results.

Investors cannot invest directly in indexes. The performance of any index 
is not indicative of the performance of any investment and does not take 
in accounts the effects of inflation and the fees and expenses associated 
with investing.

Some IRAs have contribution limitations and tax consequences for early 
withdrawals. Distributions from traditional IRAs and employer sponsored 
retirement plans are taxed as ordinary income and, if taken prior to 
reaching age 59½, may be subject to an additional 10% IRS tax penalty. 
For complete details, consult your tax advisor or attorney. Converting from 
a traditional IRA to a Roth IRA is a taxable event. A Roth IRA offers tax 
free withdrawals on taxable contributions. To qualify for the tax-free and 
penalty-free withdrawal of earning, a Roth IRA must be in place for at 
least five tax years, and the distribution must take place after age 59½ or 
due to death, disability, or a first time home purchase (up to a $10,000 
lifetime maximum). Depending on state law, Roth IRA distributions may 
be subject to state taxes.

The S&P 500 Index is a capitalization-weighted index made up of 500 
widely held large-cap U.S. stocks in the Industrials, Transportation, Utilities 
and Financials sectors.

A diversified portfolio does not assure a profit or protect against loss in a 
declining market.

Additional risks are associated with international investing, such as 
currency fluctuations, political and economic stability, and differences in 
accounting standards.”

For a comprehensive review of your personal situation, always consult 
with a tax or legal advisor. Neither Cetera Advisor Networks LLC nor any of 
its representatives may give legal or tax advice.

2020 Annual Plan Limits
Pop the champagne and get ready to celebrate.  The IRS has released the new 
contribution limits for 2020. IRAs and Roth IRAs didn’t change, but the rest did.

  2020 2019
Limits on benefits and contributions:
401(k), 403(b) and 457 plans ..............$19,500 ........$19,000
IRA and Roth IRA plans .........................$6,000 ..........$6,000
Age 50 Catch-up contributions:
401(k), 403(b) and 457 plans ..............$6,500 ..........$6,000
IRA and Roth IRA plans .........................$1,000 ..........$1,000
Social Security Wage Base .....................$137,700 ......$132,900

This information is also on our website at www.mcdanielknutson.com

While 2019 was overwhelmingly pos-
itive for us, we also know there are a 
lot of people we know who are ready 
for 2019 to be over. In our profession, 
we are often in the thick of things when 
it comes to untangling the financial ball 
of yarn (is yarnball a word? Microsoft 
Word says no…anyone?) as a result 
of deaths in the family, divorce, health 
issues, aging parents, struggling chil-
dren, and the like.

December is a chance to reflect on 
what went well and what we can do 
better. Next month we’ll revisit our New 
Year’s resolutions to get 2020 off on 
the right foot. I’ve already resolved to 
lose 30 pounds through an aggressive 
exercise regimen and kale smoothies. I 
plan on keeping those resolutions until 
the Rose Bowl kicks off. After that, I’m 
going back to my low fiber, high stress 
diet but I will make up for it by starting 
a new fad diet tentatively called que-
so-loading.

Once again, thank you thank you thank 
you for your continued trust in us. We 
work hard every day to do our jobs the 
best we can. Not a day goes by that 
we don’t realize you could do business 
elsewhere.

It’s been a busy, crazy, hectic, fun, chal-
lenging and rewarding year. We’re 
looking forward to a great 2020 and 
we hope you are, too.

- Peter Knutson CFP®, CLTC, AIF®

Are we in the clear? Not quite; recession 
risk is still higher than normal. Last 
quarter’s earnings growth was down 
3% compared to the average growth 
rate of 7.7%, and the reason was poor 
margins. That doesn’t scream healthy. 
The trade war isn’t resolved and even 
if it were, the damage already done 
to manufacturing and farming will 
take time to fix. The Federal Reserve 
has indicated that unless conditions 
change, more rate cuts aren’t in the 
cards. And investors continue to have 
net outflows from equities at a pace not 
seen since 2008. In addition to that, the 
new highs made by the major indices 
aren’t broad-based; only a handful of 
stocks are contributing to those new 
highs while the majority are still well 
off their prior highs.

That doesn’t mean the broad market 
can’t go higher from here, as we’ve 
already seen. As I said, we can’t time 
the market. But as the market advances 
and earnings stay stagnant, risk 
increases while reward decreases. We 
recommend keeping with your proper 
risk tolerance and not sticking your 
neck out until stock values make more 
sense.**

- Victoria Bogner, CFP®, CFA, AIF®

Merry Christmas!Merry Christmas!
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