
W 
ith the 2020 Presidential election 

just a year away, and in appreci-

ation of the bipolar nature of our politi-

cal landscape, lets commemorate 

what’s to come by starting our quarterly 

review of the markets with a couple 

snippets, both posted on the internet 

October 30th.   

The current economic expansion, which 

began roughly a decade ago, became 

the longest in U.S. history on July 1, 

2019, beating the previous record that 

lasted from March 1991 through 

March 2001. As today’s advance 

Gross Domestic Product (GDP) release 

confirms, economic growth continued 

in the third quarter of 2019, beating 

market expectations and adding to the 

expansion’s record length. The release 

also confirms that the Trump Admin-

istration’s policies support sustained 

economic growth and lead to higher 

incomes for American families. 

In its final projection before the 2016 

election, the Congressional Budget Of-

fice (CBO) estimated that real GDP 

would grow at a 2.1 percent annual 

rate in the first 11 quarters of a new 

Administration. Instead, under President 

Trump, real GDP as of the third quarter 

has grown at a strong 2.6 percent an-

nual rate since the election. As of the 

third quarter, real GDP is $230 bil-

lion—or 1.2 percent—higher than 

CBO’s projection. Furthermore, under 

President Obama’s expansion period, 

real GDP grew at only a 2.2 percent 

annual rate compared to the Trump 

Administration’s 2.6% rate.  

Council of Economic Advisors  

www.whitehouse.gov 

A sharp contraction in business spend-

ing is slowing the U.S. economy and 

could cause deeper pain going for-

ward, but political leaders and policy 

makers are giving almost no signals 

about what they plan to do next.  The 

Commerce Department on Wednesday 

said the U.S. economy grew at a 1.9 

percent annualized pace from July 

through September, far short of the 3 

percent sustained clip that the White 

House promised would result from the 

2017 tax cut law.  Several hours after 
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Index Returns (Through 10/31/2019)   Year-to-Date         Q3 2019  

Dow Jones Industrials          +18.2%           +1.8% 

Standard & Poors 500            +23.2%           +1.7% 

M.S. EAFE (Developed Markets Foreign Stocks)       +17.4%           -1.0% 

M.S. EM Free (Emerging Markets Stocks)        +10.7%           -4.1% 

Barclay’s Capital U.S. Aggregate Bond          +8.9%          +2.3% 

Barclay’s Capital US Corporate High Yield Bond      +11.7%          +1.3% 

t h e  f i n a n c i a l  p l a n n e r 

INTEREST RATE UPDATE 

From Barron’s 
11/11/2019 
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3.39% 4.60% 
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WHAT’S NEW? 

The IRS has announced 

2020 adjustments for re-

tirement plans.  Next year, 

401(k) savers will get to 

save up to $19,500, from 

$19,000 in 2019.  And the 

catch-up contribution for 

participants over age 50 

will increase to $6,500.   

These limit increases repre-

sent an important oppor-

tunity for those saving for 

retirement to put the pedal 

to the metal in pursuing 

their retirement goals. 
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THE PERSPECTIVE PAGE  

IS HEALTH CARE MAKING US SICK? 

Inflation has been low over the last many years, averaging under 2% this decade.  But the same can not be said for 

the cost of medical care and insurance premiums.  The charts below show the Medical Care Services component of 

US CPI vs. overall CPI with medical care services excluded..  

Healthcare spending will soon consume 20% of GDP.  If cost cutting solutions are not widely adopted, we will, over 

time, choke on our own medicine.   

As an aside, government statisticians use a heuristic process to factor quality improvements into the price of things.  

So a new $100,000 heart procedure which adds 20 years to your life isn’t considered 10 times more expensive 

than an old $10,000 one that kills you. This means that some additional spending is good.  But not this much! 
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the Commerce announcement, the Federal Reserve cut 

interest rates by a quarter percentage point to just under 

1.75% in a bid to spur more growth. But the central bank 

also hinted that there might not be any more interest rate 

cuts on the horizon, as officials plan to monitor develop-

ments going forward, despite constant pressure from 

President Trump to do more.  www.washingtonpost.com 

Mr. Market doesn’t ever seem to care too much about 

political spin. Mr. Market is more concerned with the tra-

jectory of interest rates, inflation, economic growth and 

corporate earnings. In the third quarter, he experienced 

some highs and lows, and as is often the case, expressed 

mixed feelings.   

After a strong July, thanks to optimism around a USA/

China trade deal and despite a raft of disappointing eco-

nomic reports, August was volatile.  Trade deal hopes 

were quashed and some selling ensued. We saw about a 

5% drop for the major indices over a couple weeks, only 

to recover quickly thereafter, thanks at least in part to the 

Federal Reserve. By the end of the quarter, the S&P 500 

index had notched a 1.7% gain.   The technology-heavy 

NASDAQ composite ended down fractionally, and small 

cap stocks, as measured by the Russell 2000 index, fell 

by 2.4%.  Foreign markets were also mildly negative.   

But the most remarkable market trend wasn’t in stocks.  It 

was in bonds.  While the stock market was hanging in, 

and presumably foretelling an improvement in economic 

fortunes, interest rates were dropping and bond markets 

were in rally mode, presumably foretelling a worsening in 

economic fortunes.  Rates fell across the maturity spec-

trum, too.   

In well telegraphed fashion, the Federal Reserve officially 

reversed the course of monetary policy during the quar-

ter, announcing in August the first Fed Funds rate cut 

since 2008, and following with another cut in September.  

While the Fed was busy pushing down the cost of short-

term borrowings, Mr. Market was pushing down the cost 

of long-term borrowings, as witnessed by the drop in the 

10-year Treasury bond rate, from around 2% early in 

July, to below 1.5% in early September, before a bounce 

back toward 1.75% by quarter’s end.  

    

Consistent with the stock market narrative, credit spreads 

Markets (Continued from page 1) stayed narrow too, and as a result, bond investors of 

all stripes were rewarded with positive returns. In retro-

spect, it appears that the sharp bond rally was at least 

in part a technical one.  

From our perspective, the economic outlook can be 

described in one word...meh.  There are plenty of 

signs that we are “late-cycle”, which is industry par-

lance for the time period preceding a recession; a pe-

riod which can last anywhere from 3 months to 3 

years, or longer.  So there is some vagary there.  But 

the signs are abundant and include such items as: 

Temp staffing falling at the fastest rate in 10 years 

Banks indicating reduced willingness to lend to con-

sumers 

Delinquency rates on consumer loans rising, despite 

the very low unemployment rate currently 

Consumers indicating less appetite for buying durable 

goods 

Consumers more optimistic about today than about 

the future 

A record high discrepancy between CEO confidence 

(low) and consumer confidence (high) 

Corporate profits falling as a share of GDP for 3+ 

years running 

Undeniably, recent actions by the Federal Reserve, to 

lower short term interest rates and to begin again to 

expand its balance sheet by buying bonds out of the 

market, should provide some ballast to the economy, 

and hopefully orchestrate a “soft landing”, meaning a 

continuation of economic growth throughout 2020, 

even if only in the 1-2% range. 

Corporate profits, which have stalled this year after a 

big tax-cut induced jump in 2018, are currently pro-

jected to grow by double digits next year.  In order for 

this to happen, we’ll need improvement ideally, but if 

not, at least the establishment of a status quo on the 

trade front.  The political rancor will reach epic pro-

portion in the months ahead, and the election season 

will charge some and infuriate others.  We hope that 

the economy continues to muddle through it all, and 

that the longest expansion in US history continues to 

age, even if not gracefully.  But we recommend diver-

sification, just in case it doesn’t.   



 

Harrison and I took a road trip to Las Vegas last month, for a 
family visit and a birthday celebration for Mel, my step-dad. 
The two of us on a journey through the desert was something 
like A Boy and His Dog, but without the nuclear fallout and 
violent ending.   

At just five months old, Harrison proved himself to be a fan-
tastic traveler.  For the most part, he just did what he was do-
ing when the picture below was shot.  And the man and the 
dog only required one well-coordinated potty stop.  The re-
sult?  Long Beach to Las Vegas in 4 hours and 15 minutes.   

Harrison spent the weekend melting his grandparents’ 
hearts, mostly by being sweet, but also by chewing only his 
toys and consistently doing his business outside the house.  
“What a fast learner he is,” my mom said, “just like his dad”. 

These articles are for general information 
only and are not intended to provide spe-
cific advice or recommendations for any 
individual. Consult your financial advisor, 
attorney, accountant, or tax advisor with 
regard to your individual situation. Please 
contact us if there are any changes to your 
financial situation or investment objec-
tives.  The economic forecasts set forth in 
the presentation may not develop as pre-
dicted and there can be no guarantee that 
strategies promoted will be successful. 
Past performance does not guarantee fu-
ture performance and your actual results 
will vary.  The S&P 500, Nasdaq Composite 
and Russell 2000 indexes are unmanaged 
indexes reflecting the overall returns at-
tained by leading US stocks.  The MS 
EAFE and MSCI Emerging Markets Indexes 
are unmanaged indexes comprised of 
leading stocks in established foreign and 
emerging market countries, respectively. 
The Barclays Capital bond indexes are 
representative of total returns earned by 
various segments of the bond market.  
Indexes cannot be invested into directly. 
Stock investing involves risk including 
loss of principal. International and Emerg-
ing Markets investing carries special risks 
such as currency fluctuation and political 
instability.  Bonds are subject to market 
and interest rate risk if sold prior to ma-
turity.  Bond values will decline as interest 
rates rise and bonds are subject to availa-
bility and change in price.    
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THANK YOU! 

...to the following clients and col-

leagues for showing your confidence 

in me by referring your friends, family 

members, associates and clients to 

me during the last three months…  

 

Scott George,  
Linda Dong 

& 
Joyce Ponso 


