
A 
fter suffering the worst quarterly 

decline in a decade to close out 

2018, stocks bounced back in the New 

Year, erasing most of those losses by 

the end of the first quarter. The 

large‑cap benchmarks ended Q1 only 

about 4% off the all‑time highs they 

established in September 2018.  Re-

sults were not quite as good for small 

cap stocks, though…as of March 31st 

the small‑cap Russell 2000 Index re-

mained 12% from its peak. Meanwhile, 

international stocks continued their long 

run of underperformance vs. US stocks.  

As measured by the MS EAFE index of 

developed foreign stocks, international 

stocks peaked all the way back in Janu-

ary 2018, and despite a 10%+ gain 

during the first quarter, ended Q1 ‘19 

more than 13% off that high-water 

mark.   

When the market was plummeting late 

last year, many investors were certainly 

looking for answers to the main ques-

tion…why?  Well, there was a widening 

body of evidence that the global econ-

omy was slowing, and even though the 

US economy was bucking the global 

trend, auto and home sales had sof-

tened considerably throughout 2018, 

as the Federal Reserve was aggressively 

raising interest rates.   

With the market jumping early this year, 

some investors were certainly looking 

for answers to the main question…

why?  The monetary policy environment 

for equities brightened considerably in 

the first quarter, providing a powerful 

tailwind to market sentiment. The S&P 

500 scored its best daily gain for the 

quarter on January 4th, after Federal 

Reserve Chairman Jerome Powell, in a 

public appearance, stressed to a group 

of economists that the Fed would not 

hesitate to respond with all the tools at 

its disposal to counteract an economic 

downturn or financial turmoil. Minutes 

from the Fed’s December meeting also 

encouraged investors, with policymak-

ers citing their awareness of “concerns 

about downside risks evident in finan-

cial markets and in reports from busi-

ness contacts.” 

The Fed’s signals following its January 

29–30 policy meeting provided further 
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Index Returns (Through 5/31/2019)   Year-to-Date         Q1 2019  

Dow Jones Industrials            +6.4%        +11.8% 

Standard & Poors 500              +9.8%        +13.9% 

M.S. EAFE (Developed Markets Foreign Stocks)         +6.2%        +10.8% 

M.S. EM Free (Emerging Markets Stocks)          +2.3%        +10.0% 

Barclay’s Capital U.S. Aggregate Bond         +4.8%          +2.9% 

Barclay’s Capital US Corporate High Yield Bond        +7.5%          +8.0% 
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INTEREST RATE UPDATE 
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Now 

1 Yr 
Ago 

Prime Rate 5.50% 4.75% 

3-Month  
T-Bill Rate 

2.34% 1.91% 

5 Year CD - 
National Avg. 

1.96% 1.71% 

Fannie Mae 
30 Yr. Fixed 
Conventional 
Mortgage 

3.95% 4.54% 
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WHAT’S NEW? 

 

Goldman Lancaster, Inc. 

recently filed its annual 

Form ADV amendment 

with the Securities Ex-

change Commission.  If 

you would like us to send 

you a copy our most re-

cent ADV or of our privacy 

policy, we would be happy 

to upon request.  Just write 

us or give us a call. 
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THE PERSPECTIVE PAGE  

BUYBACK MOUNTAIN 

Top executives of growing companies must choose 

how to allocate the capital of the businesses they run. 

Build a plant, conduct R&D, hire more employees, or 

return capital to shareholders: pay dividends, buy 

back their stock.  Companies were given more leeway 

to buy their own stock back in the 80’s, through re-

forms intended to make it easier for managers to re-

ward shareholders.  Buybacks have since outstripped 

dividends as the most widely used method of doing 

just that.   

Over the last 20 years, American companies have 

returned over $7 trillion to shareholders in this man-

ner, with over 50% of that amount in just the last five 

years.   

The reasons are two-fold.  First, it’s more tax efficient 

than dividends.  And second, all things equal, reduc-

ing the supply of outstanding shares makes the share 

price go up.  And top executives often receive a large  

percentage of their compensation based on stock 

performance.   

For the last five years, criticism toward buybacks has 

grown steadily louder, broadly coinciding with chang-

ing political mood music in developed economies: 

away from neo-liberal centrism and toward populism, 

on both sides of the political spectrum. 

At the same time, zero-interest rate monetary policy has 

encouraged expanded use of the practice; when com-

panies can easily borrow billions at very low rates of 

interest, issuing bonds and using the money to buy their 

own stock back has been a winning strategy.  As a re-

sult, the largest buyer of stocks in the market the last 

several years is the companies themselves.  

The effect of reducing the number of shares outstanding 

is to increase the earnings per share, which, all else 

equal, increases the price of each share.  Analysts at 

Ned Davis Research recently opined that this support 

has increased the level of the market by 20% or more.   

We see two risks, one financial, one political.  Compa-

nies have added a massive amount of debt over the last 

decade, and are highly levered in absolute terms.  As 

long as interest rates are very low and capital markets 

easy, the party can continue.  But if/when conditions 

change, things could get painful.  On the other hand, if 

lawmakers suddenly disallow the practice, a meaningful 

pillar of market support would be withdrawn and a sig-

nificant market decline would almost certainly ensue.   
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encouragement, helping send the S&P 500 Index to its 

second‑biggest daily gain for the quarter. The central 

bank decided to keep rates steady, as was widely ex-

pected, but investors were cheered by an unexpectedly 

“doubly dovish” post‑meeting statement, which removed 

all references to further rate increases and called into 

question whether the Fed would continue to wind down 

its balance sheet. Stocks jumped again after the Fed’s 

next meeting on March 19–20. The summary of individu-

al policymakers’ economic and policy projections re-

leased after the meeting showed that 11 out of the 17 

Fed officials who set policy now expect no rate hikes in 

2019, while four expect just one. Indeed, markets began 

pricing in a significant possibility that the Fed’s next move 

would be to cut rates. 

We’re giving the Fed the lion’s share of credit for the 

market’s strong performance to start the year, but there 

were other narratives, most of which have lost their effica-

cy most recently.  Namely: optimism about some smooth-

ing out of geopolitical tensions, optimism about a U.S./

China trade deal, expectations for a smooth, delayed or 

even cancelled BREXIT, optimism about a reacceleration 

in the Chinese economy, and a sustained recovery in the 

price of oil.  As volatility reasserted itself in May, all these 

ideas started to seem more like wishful thinking than ac-

curate predictions.   

Throughout these recent periods of ups and downs, the 

bond market has been sending its own, consistent signal.  

Since early October 2018, and through the end of May 

2019, the yield on the 10-year US Treasury bond has 

fallen from a cycle high of 3.24% to 2.14%...a massive 

move.  With the Fed having actually raised the short-term 

rate once during that window, and with the continued 

drop in yields this year, we now see an “inverted yield 

curve”, which means that longer term rates are lower 

than short term rates.  This condition is often bad news 

for the economy and has been present prior to the onset 

of most of the economic recessions experienced in the 

U.S. the last half century.   

The drop in interest rates does have potential benefits.  

Mortgage rates have declined again, putting new life into 

a sputtering housing market. Lower interest rates and 

easy money do make it easier for the economy to muddle 

Markets (Continued from page 1) along at a rate at or just above stall speed, which is 

our base case looking at the rest of the year now that 

the fiscal boost of the 2018 tax cuts has waned, and 

despite the fact that the economy is said to have 

grown at an annualized rate above 3.0% in the first 

quarter.  Unfortunately, that number was helped by 

temporary factors. Looking at the key domestic de-

mand guts of GDP; consumer spending plus nonresi-

dential construction plus housing plus business capex 

spending - they rose collectively at a punkish 1.3% 

annual rate in Q1, down from 2.6% in Q4 ‘18, 3% in 

Q3 and way down from the fiscally- juiced-up 4.3% 

pace in Q2.  Case in point: 

And now, understandably, we’re seeing more conjec-

ture about the possible effects of higher and more du-

rable tariffs on a larger percentage of international 

trade.  Focusing only on the China file, the hit to U.S. 

GDP growth will likely be modest.  However, the im-

pact to business confidence could be more profound. 

And the latest proposed tariffs are nearly all on con-

sumer goods. Companies are extremely likely to pass 

the cost of the tariffs directly to consumers.  A hit to 

consumption along with a decline in business confi-

dence would increase the risk of a U.S. recession.  

Moreover, the most recently proposed tariffs on Mexi-

co seem more ominous in our view.  

We continue to think that playing at least some de-

fense is a sound strategy in the current environment.   



 

May was a busy travel month for the Goldman’s.  Maria’s sister 
Zoila was married in London at the beginning of the month; then 
she and her husband threw a second shindig in upstate New York 
during Memorial Day weekend.  Wedding week in London was spec-
tacular. Peter and Zoila pulled out all the stops for the group of 20 or 
so who made the cut. The group was mostly immediate family, and 
the two sides were largely meeting for the first time.  We hit it off 
splendidly...it was a love fest! 

With Peter as our curator, we spent the week eating our way across 
London, and in style.  One exceptional restaurant after another, from 
nouveau-British, to a classic English Steakhouse, to wonderful ex-
pressions of French, Chinese, Italian and Indian cuisines. I can con-
firm that England’s reputation for lousy food has long been obliterat-
ed.   

In both London and New York, we were travelling with family and 
friends, and took full advantage of the modern share economy.  In 
both instances we eschewed hotels and booked a very comfortable 
house/apartment online.  Maria did the hunting, and in each case 
made an excellent choice.  In London we stayed in a two bedroom 
apartment on two levels, located in a mews.  Before our arrival, I did 
not know the difference between a mews and amuse.  For the uniniti-
ated, a mews is a row or street of houses or apartments that have been 
converted from stables. As it turns out, mews are relatively few in 
number, and as a result, the properties are very valuable.  Our mews 
was located in a beautiful neighborhood not far from Buckingham 
Palace, and I was told they go for very high prices.  And yet to rent, it 
was relatively reasonable given the size and amenities.   

In New York, a group of us filled a 4 bedroom house on the main drag 
of a cute ski town.  The owner of the property is a local lawyer who has 
his office on the ground floor.  The place had a giant great room in the 

center, complete with two beer taps, a vin-
tage pool table and a 20 foot projector TV 
screen with a high end sound system.  
With that setup, we to continued the party 
upon our return each night...billiards and 
music videos till the wee hours! I’d like to 
say that my shooting improved as a result, 
or that I consistently beat my daughter, 
but neither statement would be true.   

Ashley brought her boyfriend Shakeer 
along for the New York gathering...another 
first time meeting with family.  Shakeer 
was a giant hit, instantly loved by all.  
His personality is eerily similar to my 
own, which I think at least to some degree 
explains what a splash he made!   

Both celebrations were wonderful. The bride 
and groom are totally in love and they’re 
gorgeous too.  We love ‘em a ton and wish 
them years of happiness and good fortune.   

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…  

 

Arnetta Jones,  
Joyce Ponso 

& 
Moira Giammatteo 


