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From one of the worst quarters at the end of 2018 to one of the best quarters in 1Q 2019. Markets around the world rejoiced when the Fed-
eral Reserve “decided” to take its foot off the gas regarding interest rates. In October of 2018, the FED projections were for four more rate 
hikes in 2019, plus one at the December 2018 meeting. In addition, they were on self-proclaimed “autopilot” for the balance sheet reduction 
(QT). By the time the December meeting arrived, the FED had lowered their expectations from four increases to two rate hikes and Quan-
titative Tightening (QT) was no longer on autopilot but would be looked at in relation to the overall economy.

In the span of just two months, the Federal Reserve completely reversed itself regarding their view of appropriate monetary policy. That was 
an unprecedented reversal and one that we think will continue to prop up the market and delay any real price discovery. So what does that 
mean?  The party was starting to wind down until the FED came in and spiked the punchbowl again. So long as this condition maintains 
itself, the path of least resistance should be higher. The bigger question has to be, if the FED was so quick to turn when the markets sold 
off, how quick will they be to turn again? We think the FED has lost whatever bit of credibility it had and now is a shill of the markets and 
politicians. They will never admit that, but what else is left to assume?

Money flow, which is a measure of money going into the market or coming out of the market, started turning positive at the very end of last 
year and broke out in mid-February. That is another sign that this market has some legs under it and is likely to continue up until something 
causes money flow to stop. That could be a geopolitical event, the FED reversing course, or any number of things.  Until then, we will con-
tinue to watch money flow and look for evidence that a trend reversal is coming.

Longer term, we have seen the yield curve go negative at certain points but has yet to fully “invert.” Historically when the yield curve inverts, 
that sends a warning that the economy is slowing and that a recession is on the horizon (though the horizon can be, and typically is, months 
out). We don’t see that in the US, but certainly many countries around the world have seen a significant slowdown. That slowdown seemed 
to be abating toward the end of the quarter and economic numbers started getting marginally better (Geek speak…The rate of change has 
slowed, which for you math wizards is the second derivative).

Our friends at Guggenheim Investments see a recession in 2020, but acknowledge that the FED could push that back with further monetary 
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accommodations. Nevertheless, we have to realize that we are late in the cycle and at some point, the cycle will roll over and we will need 
to take appropriate measures. For now, things look ok, and we remain invested across a diversified portfolio that leans most heavily into US 
equities, while maintaining what we see as a necessary buffer against potential downside moves.

As always, we encourage you to call or email if you wish to have a longer discussion surrounding these or any topics – and certainly we look 
forward to speaking with you. If you have friends or family that you would like to pass this along to, please do.

Disclaimer
This commentary is a service provided to you by Madison Park Capital Advisors, LLC (MPCA). This document does not constitute an offer of services in jurisdictions where 
MPCA is not authorized to conduct business. All information provided herein by MPCA is impersonal and not tailored to the needs of any person, entity or group of persons. 
Past performance is not a guarantee of future results. Inclusion of any individual security within this commentary is not a recommendation by MPCA to buy, sell or hold 
such a security, nor is it considered to be investment advice. 

These materials have been prepared solely for informational purposes based upon information generally available to the public from sources believed to be reliable.  The 
Content shall not be used for any unlawful or unauthorized purposes.MPCA and its third-party data providers and licensors do not guarantee the accuracy, completeness, 
timeliness or availability of the Content, and are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. 
The Content is provided on an “as is” basis. 
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