
 1 

ADK | WEALTHCARE PARTNERS         Winter Newsletter — advisory version  

     December 2018 

“Tumbling Tumbleweeds” 

Uprooted travelers causing a stir. 

Tumbleweed invasion.                                                                  - page 2     

Market performance, hot spots and tariffs                       

Prickly, restless and rambling!                                                    - page 4                                                       

Sowing the wind and reaping the whirlwind. 

Tiny seedlings can become a problem.                                      - page 6 

A new sheriff 

Growing flowers nestled between thorny leaves.                    - page 7  

Taxing taxation and gifting 

With each bounce, seeds are flying.                                           - page 8 

About 

This newsletter edition has been pre-

pared for advisory clients and friends of 

ADK | Wealthcare Partners. 

Independent global sourcing from dis-

tinguished and reputable sources drive 

the underlying perspectives.  

Al Kaufman takes full responsibility for 

the content and hopes you find the ma-

terial to be instructive and refreshingly 

candid.  

 

Al Kaufman, CFP®, MBA , CPA 

CERTIFIED FINANCIAL PLANNER TM Practitioner 

ADK | Wealthcare Partners 

11029 Niggli Road 

Alhambra, IL  62001  
 

Work#: (618) 488-6455 

E-mail:  al.kaufman@lpl.com 

www.ADKwealthcare.com 



 2 

Uprooted travelers causing a stir 

Tumbleweeds live a humble existence. 

Their species occur most commonly in arid 
ecosystems where frequent wind and spa-
cious environments permit rolling without 
prohibitive obstruction. Not much to look at. 
Easy to ignore. But in those instances when 
they are propelled by strong winds, some-
thing interesting is going on. The plant’s 
seedlings are being dispersed into rather in-
hospitable land. And while the plant is head-
ing toward its final resting place, and creating 
potential problems and nuisances along the 
way, its legacy is also being spread in its 
wake. 
 
There’s not much to a tumbleweed’s exist-
ence. It’s as if they live to deteriorate quickly. 
Most of a tumbleweed’s tissues are dead. 
This serves a functional purpose because 
gradual decay allows its seeds to escape 
while tumbling. And tumbling can’t begin un-
til the plant has weakened to the point of 
finally breaking from its stem. Their destina-
tion is a function of unpredictable winds and 
unrelenting stopping points.   

The Russian thistle variety is nutritious for live-
stock as a younger plant, but with maturity can 
be poisonous if eaten in too great a quantity. 
Other than that, their best purpose is probably 
in western movies. 
 
Market-shaping narratives have some inter-
esting parallels with tumbleweeds. Narratives 
are stubborn in their presence, temporarily 
attractive, and somewhat difficult to remove. 
However once removed, problems can be antic-
ipated as a new narrative evolves.  
 
Dr. Robert J. Shiller has written extensively on 
narratives and economic fluctuations. Among 
other things, he describes how narratives can 
influence major economic events and short-
term financial market outcomes.1  Until recently, 
Dr. Shiller felt that US financial markets were 
nurtured by a narrative built around Donald J. 
Trump and the perceived successes associated 
with his administration. 
 
Since the presidential election outcome of 
2016, corporate profits have grown, unemploy-
ment rates have decreased, inflation has re-
mained dormant, and  the US has charged 
ahead on many geopolitical fronts. The degree 
to which favorable economic outcomes are 
attributable to President Trump is debatable, 
but the fact is that US financial markets have 
responded favorably since his election and con-

tinued to until early-October of this year. 
However since then, financial markets have 
shown signs of fatigue and a replacement 
narrative appears to be surfacing.  
 
Have we been observing substance or a 
sugar high? President Trump’s aggressive 
agenda is being challenged by foes of all 
stripes, and his administration appears to 
be overextended and losing momentum. 
Tweets and bureaucratic short cuts are not 
working very well. And as alternative voices 
become more prominent, particularly from 
the Central Bank, a less optimistic econom-
ic narrative is being forged. 
 
On October 3 Federal Reserve Chairman 
Jerome Powell said that the central bank 
was a long way from getting rates to neu-
tral.  “Interest rates are still accommoda-
tive, but we’re gradually moving to a place 
where they’ll be neutral neither holding 

back nor spurring growth. We may go past 
neutral. But we’re a long way from neutral 
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Uprooted travelers — Continued 

at this point, probably,” he added. 2  His 
comments caused a stir and broke stems 
as rising interest rates can cause trouble. 
 

As measured by the S&P 500, US equity 
markets fell roughly 12% through Decem-
ber 17 following Mr. Powell’s comments 
on October 3—serving as a reminder of 
the power and influence of monetary poli-
cy on financial markets.  
 
Other factors  continue to weigh heavily 
on the Trump narrative. The status of 
trade negotiations with China,  hush mon-
ey implications, fiscal budget tussles, staff 
changes, Republican party apathy, and 
noisy adversaries with growing clout, are 
among the things which sap strength and 
add uncertainty to policy direction.  
 
As it stands, some of the market-related 
‘momentum froth’ in the US has been  ad-
dressed. FAANMG stocks (Facebook, Ap-
ple, Amazon, Netflix, Microsoft and Alpha-
bet/Google) contributed almost 49% of the 
growth in the S&P 500 through Sept 28—
they have since been declawed to new 
pricing realities.3 Whether this is part of a 
healthy market cleansing or the cusp of a 
structural bear market is unclear.  
 
In 2017, many countries outperformed the 
US from a market return standpoint. 2018 

has been different in that a sizable correc-
tion affected overseas markets in Febru-
ary, but the US was holding up until re-
cently. Now returns across the planet are 
blinking red. (reference page 4) 

Many variables impact market outcomes and 
2019 outcomes are largely unknowable. Policy-
makers have powerful incentives to continue 
prodding the bull forward. However their ac-
tions are subject to stifling debt levels which 
have only worsened since the Great Recession.  
 
Sources I favor still view the US markets as be-
ing relatively expensive to other regions and 
anticipate meager-to-modest returns in 2019 
from global financial markets. More instances of 
economic stress , geopolitical friction and mar-
ket volatility should be expected. We are living 
in a tough neighborhood. Financial markets may 
need a walker by the time 2019 ends. 

Our aging bull has morphed into a malnourished cow looking for new pasture 
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Market performance, hot spots, and tariffs                       

Prickly, restless and rambling                                                   
 
2018 has been a difficult year for US inves-
tors. Virtually all global equity markets have 
produced YTD losses through December 15 
on a US dollar basis. (Brazil, for instance, 
reflected a 13.8% home currency gain, but 
the Real lost over 16% of its value to the 
dollar this year. Which leads to roughly a 
4% loss in dollar terms.)  
 
Equity investors in global portfolios experi-
enced YTD losses in the neighborhood of 
9%. Those restricting themselves to US 
markets faced losses closer to 3.5 %.  
 
Global bond investors experienced similar 
struggles. Emerging market bonds pro-
duced YTD losses of 4.57%. Foreign devel-
oped bond investors faced losses in the 
neighborhood of 3.84% if unhedged 
[against the dollar], but gains of 2.93% if 
hedged. (In other words a US bond inves-
tors who hedged his developed foreign 
bond position could have produced gains in 
the neighborhood of 2.93%.) 4 
 
The slope of the yield curve (US Treasury 
yields, from one month maturities through 
30 years, remains disturbingly flat. Under 
normal conditions, the yield curve would be 
upward sloping to accommodate bond in-

vestors for the inflation risk they are assum-
ing when buying longer maturities.  
 
Flatter yielding curves make it more difficult 
for banks and insurance companies to earn 
net interest margins—as their acquisition 
costs of capital are not much different than 
that which they can earn on loans and other 
obligations. This phenomena can throttle 
the credit creation process over time and 
create other market distortions as well. 
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Market performance, hot spots, and tariffs — Continued 

chief economist at Gluskin Sheff. “What we did instead was create 

more debt.” 9 

Trade discussions with the US and China continue with little new sub-

stance to report of late. As it stands, both countries agreed to a 90-

day truce beginning Dec 1. Recent purchases of US soybeans, broad 

pledges on intellectual property protections, promises to buy more 

liquefied natural gas from the US, and lower tariffs on US automobiles 

were derived from prior discussions. Beijing has offered several con-

cessions since, but the US has not reciprocated. Beijing is also trying 

to keep the peace by offering more enticing concessions on structural 

reforms. New insights from Beijing into how far it will go to expand 

market reforms are expected from its annual economic policy confer-

ence.9  Given all that is at stake, it is likely that both sides will come to 

terms, superficially or otherwise, within a few months. 

Consequently, lots of attention is placed on future actions by central 

bankers in the US, Europe and Japan. The US is taking the lead in re-

moving policy excesses associated with past actions, but their actions 

remain largely experimental and no longer in sync with their central 

bank peers. Reducing central bank balance sheets, nudging up interest 

rates, and guarding against systematic fallout is no easy chore. 

David Rosenberg, a highly esteemed economist, believes that the US 

corporate bond market is today’s bubble, just like the mortgage market 

a decade ago. He suggests that a dramatic widening in credit spreads 

could materialize in the near term—which would signal trouble at the 

weaker end of the corporate bond spectrum.5 (A credit spread is the 

difference in yield between two bonds of similar maturity but different 

credit quality. “Over half of the investment grade market in the corpo-

rate grade market is rated BBB. With mountains of refinancing risk 

ahead, there are a lot of these companies that are going to be pushed 

into junk bond status.”) 6 

Total debt is a whopping $169 trillion, up from $97 trillion on the eve of 

the Great Recession, according to the McKinsey Global Institute. More-

over, growing debt burdens in key developing economies are fueling 

fears of a new crisis that could spread far beyond the disruption which 

swept Turkey recently.7  China alone accounts for more than one-third 

of global debt growth since the crisis.  

The global financial system is somewhat less interconnected than it was 

in 2008 due to reduced cross-border capital flows, thus less vulnerable 

to contagion.8  However the threat cannot be dismissed altogether. 

“We’re supposed to correct a debt bubble,” said David Rosenberg, 
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Sowing the wind and reaping the whirlwind 

Shake, rattle and roll. Going into 2019, the 
world looks wobbly. More populists are in 
power, the global economy is more fragile 
than it was a year ago, markets are jittery, 
and a trade war between American and 
China is under way.10  Political efforts in-
volving the global world order are being 
rebuffed, and the great power competition 
between the United States, Russia and Chi-
na is intensifying. 11  
 
Stratfor anticipates that the United States 
will escalate its strategic offensive against 
China with tariffs, sanctions, regulatory 
buffers around emerging technologies, 
stronger backing for Taiwan and a more 
assertive posture in the South China Sea.  
 
Failing arms control pacts will accelerate an 
arms race among the US, Russia and China. 
The charged geopolitical climate will seek 
to draw vulnerable borderland powers into 

respective orbits while creating massive head-
aches for middle powers trying to find neutral 
ground, such as Turkey, India and Vietnam. 12 
Russia and China will continue with their strate-
gies of greater regional control and expanded 
world influence where possible. 
 
Meanwhile, Europe will be dealing with a defi-
ant populist Italian government with rising debt 
levels and a fragile banking sector—arguably the 
biggest threat to the Eurozone in 2019. Simulta-
neously, Brussels will work to avert a no-deal 
Brexit scenario with the United Kingdom and 
foster an orderly exit from the European Union. 
 
Pressure over land, power, wealth, control and 
influence is coming to a head in several im-
portant areas of the world. And if that’s not 
enough, the battle between Donald Trump and 
a Democrat-controlled Congress will offer an-
other level of ferocity. (Britain’s Theresa May 
and Jeremy Corbyn will have a pretty good 
scrum going as well, but much more civil.)   
 
One way or another, the status quo is being up-
ended. That can be a good thing. However as 
adjustments are made economic growth may 
subside from current levels based on current 
trends. But trends change as well.  
 
With respect to financial implication scenarios, 
the cautious view says, in essence, that America 
and the rest of the world will converge by Amer-

ica falling back. Fed Reserve policy, fading 
stimulus from tax cuts, and President 
Trump’s  trade wars are among the reasons 
for pessimism. 
 
A second view anticipates that the rest of 
the world will catch up to the US. Trade 
angst could prompt Chinese authorities to 
stimulate their economy more effectively, 
emerging markets are out of favor, but only 
a few are plagued by inflation and balance-
of-payment problems, a recession can be 
avoided in the US, etc. 
 
For the most part investors seem to sub-
scribe to the first view now. Fund managers 
have the gloomiest view of the world econ-
omy since November. However doubling 
down on what just happened is generally 
not the best way to get ahead.  
 
Non-American assets have valuation in their 
favor. Compared with those in the US, 
stocks in the euro zone and in emerging 
markets look cheap. Patience may be re-
quired, but non-US equities have a higher 
potential payoff. 13 There is no such thing as 
a bargain in the absence of a problem.  
 
We’ll continue to manage risk and seek 
good business growth prospects and relia-
ble income sources  as opportunities un-
fold. Being disciplined along the way. 
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A new sheriff 

Lots of attention has recently been devoted 

to the current Chairman of the Board of Gov-

ernors of the Federal Reserve System, Jerome 

H. Powell.  The Fed is being blamed on recent 

market travails, endeavoring to bring about a 

recession, etc. These criticisms miss one very 

import point, Mr. Powell inherited a mess 

brought about by his predecessors and has 

few good options to choose from. 

Following the Great Recession, the Fed, under 

Ben Bernanke, sprang into action and worked 

feverishly to add necessary liquidity to a sys-

tem that was long on promises and short on 

cash. His primary objective was to arrest the 

panic that was taking hold.14  Several series of 

significant asset purchases later, the Fed had 

swelled its balance sheet from $900 billion in 

Sept 2008 to around $4.5 trillion in October 

2014. The size and scope of these programs 

were untested and unparalleled. Traditional 

measures, such as reducing the fed funds rate, 

also helped the Fed reduce interest rates such 

that the economy might recover more quickly. 

The objective was to rejuvenate the economy 

and lots of corporate borrowing ensued. Some 

companies took advantage of their ability to 

attain capital at a low cost and borrowed to 

purchase stock or support future growth. Other 

companies with lesser credit ratings also bor-

rowed for business needs they felt appropriate. 

The problem we have now is that too many 

poor credit companies borrowed too much, 

have to repay the debt over the next couple 

years, and are facing higher interest rates—

making debt service more difficult. 

Rising interest rates could trigger selective de-

faults in the corporate bond sector—which is 

already heavy with extended debtors. On the 

other hand, rates at current levels are artifi-

cially supporting lower credits which serves to 

create a bubble-like problem if not addressed. 

Mr. Powell is in a very difficult position. The 

Fed finds itself with more economic power 

than was intended and faces a dilemma. Li-

quidity is drying up at a point when it is sorely 

needed.  Interest rates are likely to rise until 

something goes pop! Small pop, okay. Big pop, 

not good. Déjà vu all over again? 
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Taxing taxation and gifting 
 

 

 

Personal gifting is often misunderstood from a tax and tax reporting 

standpoint. The confusion probably starts with the notion of an an-

nual federal gift tax exclusion —$15,000 in 2018 and 2019. What 

does that mean?  

First of all, understand that each individual currently has a $11.180 

million lifetime exemption. If you give more than $15,000 to an indi-

vidual (i.e., this does not apply to churches and other 501c3 organi-

zations) the amount given above the $15,000 serves to reduce your 

lifetime exemption amount. But you don’t own any tax on that 

amount you gifted over $15,000 unless your cumulative gifting over 

the exemption amount ($15,000/y/person now) exceeds your life-

time exemption.  

Personal gifts under $15,000 are essentially ignored. Personal gifts 

over that amount should be reported to the IRS (Form 709), but its 

for information purposes—otherwise how would they know that 

your lifetime exemption should be adjusted? 

The same principles apply to a spouse. For example, assume a cou-

ple has seven grandchildren and want to provide each with a sub-

stantial gift. That couple could provide each child with $30,000 

($210,000 total) with no negative side effects this year. This pursuit 

would also reduce the couple’s taxable estate.  

There are special rules for 529 contributions (college savings plans) 

which allow a lump-sum contribution and spread it over five years for 

gift tax purposes. Getting back to the previous example, if the couple 

wanted to each donate $75,000 to each grandchild, they could without 

incurring any gift tax and without reducing their lifetime gift tax exemp-

tion. In other words, Spouse1 could contribute $75,000 to grandchild1 

and Spouse2 could also contribute an additional $75,000 to grand-

child1. Grandchild1 would have $150,000 in their 529 bucket; so would 

Grandchild2—7. The couple would have gifted $1,050,000 in this sce-

nario ($150,000 x 7) which is not the norm. However the concept is still 

helpful.  

The couple could not make any more gifts to the child over the next five 

years without using part of their $11.180 million exemption. But that’s 

not a bad trade-off presuming that the couple’s desire was to prefund 

each child’s college account with a sizable amount. 

Gifts to IRS-approved charities, US citizen spouses, another person’s 

medical expenses, and another person’s tuition expenses are exempt 

from the federal gift tax, so you can make unlimited gifts in these cate-

gories without gift tax or estate tax consequences. There are however 

certain limitations, such as AGI constraints, on the amount that can be 

deducted on your taxes. Something you would want to discuss with 

your tax advisor and/or estate planning attorney. 

Charitable lead trusts, charitable remainder trusts, and donor-advised 

funds are other tools for philanthropy. If you would like some ideas on 

gifting, please let me know. 15, 16 

This information is not intended to be a substitute for specific individualized tax advice. 

We suggest that you discuss your specific tax issues with a qualified tax advisor. 
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No strategy assures success or protects against loss. The opinions expressed in this material do not necessarily reflect the views of LPL Financial. They are for general information only and are 

not intended to provide specific advice for any individual. All performance referenced is historical and is no guarantee of future results. All Indices are unmanaged and may not be invested into 

directly. Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful.  

Investing involves risk including loss of principal. Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values and yields will decline as interest rates rise and bonds are 

subject to availability and change in price. Because of its narrow focus, sector investing will be subject to greater volatility than investing more broadly across many sectors and companies. 

Quantitative easing is a government monetary policy occasionally used to increase the money by buying government securities or other securities from the market. Quantitative easing increases 

the money supply by flooding financial institutions with capital in an effort to promote increased lending and liquidity. 

The fast price swings  in commodities and currencies will result in significant volatility in an investor’s holdings. There is no guarantee that a diversified portfolio will enhance overall returns or 

outperform a non-diversified portfolio. Diversification does not protect against market risk. International investing involves special risks such as currency fluctuation and political instability and 

may not be suitable for all investors. International debt  securities involve special additional risks. These risks include, but are not limited to, currency risk, geopolitical and regulatory risk, and 

risk associated with varying settlement standards. These risks are often heightened for investments in emerging markets. 

Securities offered through LPL Financial, Member FINRA/SIPC. Investment advice offered through Wealthcare Advisory Partners, a registered investment advisor. Wealthcare Advisory Partners 

and ADK|Wealthcare Partners are separate entities from LPL Financial. 

Do not answer a fool according 

to his folly, 

Lest you also be like him. 
 

  — Proverbs 26:4 

Advisory clients will find a discussion outline along with this newsletter.  These submissions are designed to help you better understand the 

perspectives, strategy and rationale associated with managing your financial resources.  

Thank you for your business and the opportunity to assist with your life pursuits.  Please let us know how we can better serve you and others. 

Sons of the Pioneers 

Maybe  he 

needs some 

cool, clear 

water. 



 10 

Endnotes 

1 Robert J. Shiller, Cowles Foundation Discussion Paper No. 2069, “Narrative Economics,” January, 2017.  http://cowles.yale,edu/ 

2 “Powell says Fed May Lift Rates to Levels that Restrain Growth,” October 3, 2018,  https://www.bloomberg.com/markets/fixed-income 

3 Rosenberg, David, “Paradigm Shift.” Gulskin Sheff + Associates Inc. presentation. November 2018, p 26. 

4 LPL Daily Performance Report for Dec 14, 2018—Bond section 

5 David Rosenberg issues credit market bubble warning, July 2018, http://www.altnews..nu/david-rosenberg-issue-credit-market-bubble-warning 

6 Ibid. 

7 Global debt soars, along with fears of crisis ahead, , http://www.savannahnow.com/news/20180903/global-debt-sloarslalong-with-fears-of-crisis-ahead 

8 A decade after the global financial crisis: What has (and hasn’t) changed?, McKinsey&Company, August 2018,  https://www.mckinsey.com/industries/fianncial-services/our-insights 

9 Stratfor Worldview, Dec 15, ,https://worldview.stratfor.com/article/weekly-rundown-brexit-battles-theresa-may-european-union-chinas-trade-concessions-trump-russian-bombers-venezuela 

10 The World in 2019, The Economist, November 7, 2018, pg 13 

11 2019 Annual Forecast, Stratfor, Dec 3, 2018, https://worldview.stratfor.com/article/2019-annual-forecast-geopolitics-intelligence-global-risk 

12 Ibid. 

13 The World in 2019, The Economist, November 7, 2018, pgs 125 and 126 

14 “:Ben Bernanke pins blame for Great Recession on bank panic,” Financial Times, September 12, 2018, https://www.ft.com/content/1fb2f532-b6ce-11e8-bbc3-ccd7de085ffe 

15 “Charitable Contribution Deductions”, IRS,  https://www.irs.gov/charities-non-profits/charitable-organizations/charitable-contribution-deductions 

16 “Frequently asked questions on Gift Taxes, IRS, https://www.irs.gov/businesses/small-businesses-self-employed/frequently-asked-questions-on-gift-taxes 

  

  


