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Our Mission is to help people with complex ﬁnancial needs experience an EXCEPTIONAL life.
Our Investment Committee
Each quarter our Investment Commi ee meets to review the markets and economy. Three vo ng members
review signiﬁcant market data and hear from current advisors and appropriate support staﬀ. When necessary
the Commi ee adjusts the model por olios managed by the ﬁrm. Our quarterly newsle er represents the
Commi ee’s general thoughts behind any adjustments.

Our Team
Our Website
On our website you will ﬁnd easy access to
account login, oﬃce direc ons, and more!

www.boxﬁnancialadvisors.com

N

o one likes the sound of a broken record. The constant repea ng of the same

word or sound can drive one crazy. Wow! I s ll remember how upset I was when
my li le brother put a scratch on my Karen Carpenter record. For the rest of the week, I made sure he didn't play with
anything of mine. That lasted un l I learned the “true” lesson on forgiveness.
Like a scratch on a record or the iconic movie Groundhog Day, it some mes feels like we have a “scratch” in the US
economy — every quarter, we hear the same sound. Will the economy con nue with its low, slow growth or will it
ﬁnally be able to step into the growth that we have been expec ng for the last several years? Indeed, many things have
changed, yet many things are the same. It seems repe ve. The key to cu ng through the uncertainty and vola lity
and ﬁnd the true sounds from the economy is to focus on what the fundamentals are saying about where we are in the
economic cycle.
To read current prospectus informa on, please visit our website, www.boxﬁnancialadvisors.com.
Click on the Prospectuses link which is located under the About Us menu.

What Was
Our ﬁrst quarter outlook came on the
heels of a December pull back that
reached near correc on levels of 20%
down. In the middle of that vola lity,
we remained ﬁrm and called for
investors to stay the course and have
“pa ence to ﬁnd peace” in the middle
of the vola lity because the
fundamentals remained solid. Low
inﬂa on, low unemployment, and signs
of rising wages meant consumers
should begin to feel conﬁdent to spend
money. Addi onally, businesses
con nued seeing earnings growth. This
is not the usual recipe for a downturn.
For those who stayed the course, the
ﬁrst three months of 2019 rewarded
them as prices returned to near full
recovery levels.
At the me, the federal reserve was
s ll speaking about poten ally
increasing interest rates for 2019, and
we were hopeful they would return to
the fundamentals and begin to slow
down their projected pace of interest
rate hikes. Since then we have seen the
federal reserve reiterate the return to
data dependence. We believe this
posi ve news was a key driver in the
recovery we have seen this year.

What Is
Domes cally, we have returned to preDecember vola lity levels - back to
“status quo”. Wage pressures, while
s ll a way from causing any economic
issues, con nue to show signs of
growth. Inﬂa on remains low due to
subpar global growth and the yield
curve’s ﬂatness con nues to project
very li le growth for the American
economy. These factors con nue to
help companies maintain earnings.
However, we expect 2019 earnings to
have some pull back from 2018 levels

without the shot in the arm that came
from the 2018 tax cuts.
We con nue to watch the strength of
the US Dollar. (See Figure 1.) Amid our
na onal debt and low, slow growth we
would expect to see the dollar begin to
weaken compared to other countries.
The problem is these other countries
have interest rates lower than ours and
lower, slower growth. Money
con nues to look for the best
alterna ve, and the US s ll owns that
territory. Un l many of the foreign
economies begin to have stable,
sustained growth, the dollar may
con nue its strength.
Fear permeates overseas data, which
con nues to show struggling growth
among major players such as Europe,
China, and Japan. Europe’s earnings
forecasts con nued to move sideways
making it hard to be excited in the
midst of Brexit uncertainty. In the
emerging markets, the headwinds of a

strong dollar and trade tariﬀs makes
life diﬃcult for countries who thrive on
expor ng to larger na ons.

What Could Be
Equity and bond markets have been
reac ng meaningfully to Federal
Reserve Chairman Jerome Powell. We
expect this to con nue in 2019. The
restric ve comments in early October,
sta ng the Federal Funds rate is a long
way from neutral, played a powerful
and painful role in the economic
environment at the end of 2018, but
equally powerful was Powell’s pivot to
a more accommoda ng stance in
December sending a strong signal to
the market that addi onal movements
will be data dependent. Although some
economists are calling for a rate cut
from either the May or June mee ngs,
we an cipate the Fed will stay put. The
four rate increases from last year have
slowed the housing and autos sectors
Figure 1

but not signiﬁcantly enough to warrant a rate cut.
Q1 will show lower proﬁts and a slowing economy, but
the market has mostly priced this into current prices. If
Q1 proﬁts are much weaker than expected, the market
could sell oﬀ. However, if the proﬁts are stronger than
expected, the market could con nue greater growth.
We are looking for more completed trade deals. (See
Figure 2.) Although the China trade deal is not ﬁnished we
stated last year that China needs the US more than the
U.S. needs China. The markets may also have to stomach
another round of trade deal nego a on, this me with
the EU. Just like the result of the China nego a ons, we
are an cipa ng a posi ve resolu on. The U.S. has been
the growth engine of the world for the last several years.
Nego a ng trade deals at this point in the economic cycle
for the U.S. is from a powerful posi on.
For years now, economists have been calling for recession
in 2020, but the closer we get the less likely they will be
right. We do foresee greater vola lity and headline news
being at the forefront as we move towards 2020, but
remember it is the fundamentals that change our
direc on and not fear. We con nue being data
dependent as we look for signs telling us we are more
likely to move on from here. Un l then, vola lity will be
the name of the game as everyone will try to make
educated guesses.
Lastly, 5G we be rolled out this year. Remember how
frustra ng downloading a simple web page or video clip
can be? The seemingly endless circular loading symbol
was maddening. Now imagine a 5G cell phone’s internet
as ten mes faster streaming full length movies and being
a hot spot for others at the same me. Yes, the internet,
of all things is coming. It will cause many to upgrade their
phones this year, but that is just the start. It will
revolu onize our world in ways we could not have dreamt
possible. Everything in your world will be able to talk to
each other at lightning speeds just like the TV showed us
on the Jetson’s, and it’s not even 2062!

Sources
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True Sounds of the Economy
Like scratches on a vinyl record, the American economy
has become frustra ngly repe ve, but pa ently watching
the fundamentals and responding accordingly is key. We
con nue to believe that the US economy is in
fundamentally good shape due to the strength of the
consumer sector. Moreover, with the Fed making it clear
that further rate ghtening is oﬀ the agenda in the short
term, the likelihood of a recession has decreased
substan ally. While global economic growth has slowed,
we expect stabiliza on in the quarters ahead. Overall, we
believe the outlook is stronger than current market
sen ment and that recession risks are exaggerated. At this
point we con nue to see low and slow growth with the
poten al of a small pullback due to emo onal, fearful
headlines. We are thankful for the trust that you con nue
to put in us as we con nue to watch our models weekly
and are able to be agile in decision making. As we said in
our last ar cle, pa ence amid the vola lity is o en the
best solu on to mes such as these.

Figure 2

W

ith this economic outlook how do we navigate the next 3-6 months in the markets? Because of the crossroads, we do expect

that a majority of the gains this year will bring have already been realized. Growth will be hard to come by without a catalyst igni ng
the economy. The poten al catalysts are capital spending by American companies, a trade deal that accelerates growth overseas,
be er than expected earnings, or a consensus that earnings es mates in 2019 are too low. For US equi es, we expect increased
vola lity and noise to damper returns for the next 3-6 months. For bonds, the headwinds of rising interest rates experienced in 2018
seem to be coming to an end leading us to be more bullish on bonds than we have been in a while. Increasing dura on on these
bonds becomes a more a rac ve opportunity to pick up yield especially if the yield curve begins to steepen.
Interna onally, we con nue to dislike the issues that developed markets are experiencing and con nue to be underweight in that
space. We like the emerging markets demographics and poten al growth opportuni es, but future returns hinge on the outcome of a
trade agreement as well as stability in US interest rates and the dollar.

O

n Tuesday, May 14, 2019, the Box

Financial Advisors team came together
to serve an early spring BBQ dinner of
BBQ pork sandwiches, hot dogs, chips,
potato salad, and more Ronald
McDonald House Upper Midwest Cooks
for Kids Program. By serving in the Cooks
for Kids program, the team was able to
support families staying at the
Minneapolis Oak Street Ronald
McDonald House.
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