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The Beat Goes On

Drums keep pounding a rhythm to the brain...
Do you remember that wonderful
Sonny and Cher song from the sixties,
The Beat Goes On?
“Drums keep pounding a rhythm to
the brain,
La de da de de,
la de da de da
History has turned
a page, uh huh.
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La de da de de,
la de da de da”.

current state of disruption is, it’s probably no worse than many other periods in
the past; it’s just different. Politics has
always been the dirtiest of businesses,
and even though society’s moral compass often deviates from true north, we
always have complete control over our
own personal headings and actions.
And, we should take some solace when
we compare today’s tweets and mud
flinging to the truly bitter campaigns
throughout our nation’s history.

The Jefferson-Adams election of 1800
probably takes the prize with an influenHistory has indeed turned a page, uh tial Connecticut newspaper (and Adams
huh, because all day every day we’re supporter) warning that electing Jeffersubject to the relentless drum beats son would create a nation where:
from the opposing cable stations, reinforcing political biases and pounding any thoughts of compromise into
party submission. Extreme tribalism
has taken a firm hold, and each side
calls out the
other for its
misguided
positions
and mind“murder, robbery, rape, adulnumbing
tery and incest will openly be
ignorance.
taught and practiced.”
Meanwhile,
so many in
the middle are angered and saddened And James Callender, a journalist and
by the growing political and social pamphleteer (the equivalent of Twitter
disharmony. But if we allow ourselves in those years) wrote that Adams was a:
to be swept down this drain of negativity, we’ll succumb to self-defeating “rageful, lying, warmongering felnostalgia and long for the good old low”; a "repulsive pedant" and
days of Huntley-Brinkley and the 6 "gross hypocrite" who “behaved
o’clock news, when honor and integ- neither like a man nor like a womrity were publicly embraced as vir- an but instead possessed a hidetues, facts were not dismissed as ous hermaphroditical character."
bothersome details, and Congressional hands were extended across the Ouch! Maybe Billy Joel was right when
he sang, “The good ole days weren’t alaisle.
Let’s pause for a moment, though, ways good and tomorrow ain’t as bad as
(continued)
and consider that as troubling as this it seems”.

The Beat Goes on...(continued)

Politics is one thing, but our financial security is another, and we should not let the political contradictions erode our long-term confidence in the markets. While politics may exert some short-term
influence over the economy, it is the economy that generally drives the politics, as supported by that
famous phrase, “It’s the economy, stupid!”. Before we succumb to the doom and gloom, or to the
talking heads who have predicted at least fifteen of the last two recessions, let’s remember that the
markets are always going up, except when they’re not. And yes, 2018 was an example of “when
they’re not”. The Dow dropped almost 20% from its October high before hitting bottom on December 24th, showing a net loss of about 6% for the year. But by mid-April the markets had already
picked up more than 19% from December’s low, and are now closing in on their all-time highs. Not a
bad recovery from a challenging year!
So where are the markets headed, and should we be concerned over the recent talk of recession?
Recessions are usually defined as two consecutive quarters of zero or negative growth of our GDP.
(Gross Domestic Product, the sum of all goods and services) Many financial experts claim that recessions always follow growth cycles, and since we’ve enjoyed one of the longest growth cycles in
history, a recession must surely be on the way. Uh huh! But let’s look at this a little differently.
First, the growth cycle may not be as long as the experts claim. Rather than pegging the beginnings
of our great bull market when the bull
was face down in the dirt, (March, 2009)
let’s start the run after the bull had regained his pre-crash high four years later. (February, 2013) Second, are the
talking heads really justified in saying
that recessions always follow growth cycles as a sequential matter of course, or
is it more accurate to suggest that significant events in the course of past growth
cycles have caused the recessions?
The recession of 1973-1975 (16 months)
did not just happen. It was caused by the Oil Embargo that immediately and dramatically increased
the cost of energy throughout the world. The recession in the early 80’s was caused by runaway inflation resulting from the Oil Embargo, and the Federal Reserve’s over-reactionary(?) efforts to
bring inflation under control. The recession of 1990-1991 lasted for about nine months, and was
caused by the Savings and Loan crisis. The recession of 2001 was caused by the Tech Bubble bursting in the spring of 2000, followed by the Attacks of September 11, 2001. The Great Recession of
2008-2009 was the result of rampant mortgage fraud, the sub-prime crisis, and the complete chaos
in the valuation of mortgage derivatives triggered by the Lehmann Brothers bankruptcy. For the
sake of argument then, let’s reject the notion that recessions follow growth cycles as a matter of
course, and replace it with the more realistic warning that events may occur at any time and with
the severity to not just halt economic growth for six months or more, but to cause portfolio loss in
the process. If so, we might want to rethink our own definitions of risk, and configure our portfolios
to be better prepared for the unexpected.
A global economic downturn would surely impact our own economy, but there is no compelling reason to suggest that a recession would necessarily follow. And, recent data coming out of China indicates an increase in economic activity and the possibility that a projected global slowing may be
short lived. No political statements please, but while the tariff and trade wars are already affecting
some segments of our economy, political expediency will undoubtedly promote an atmosphere of
compromise, well before a modest slowdown morphs into a recession.
But what about the inverted yield curve that we’ve been reading about lately, and why is this considered an indicator that a recession is imminent? Simply stated, the yields on longer term bonds are
usually greater than shorter term bonds, because investors expect greater compensation for holding
these I.O.U.s for longer periods of time. When the yields of short-term bonds approximate or exceed
the yields in longer term bonds, (the inversion) it may signal a growing sense of unease, and the fear
that our economy is slowing.
(continue…)
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However, even if there is a legitimate correlation between the inverted curve and a pending recession, any immediate concern must surely be tempered by the Federal Reserve’s considerable interest rate manipulation since December, 2016, and the possibility that the Fed may soon reduce interest rates because inflation continues to be low. Moreover, Yale’s famed economics scholar, Professor Robert Schiller, suggests that the inverted yield curve correlation is little more than “data mining” for clues as to what might actually cause recessions, and should not be embraced as a legitimate
indicator.
We know that the markets are volatile and that anything can happen, of course. But the markets
have always continued to climb and to recover from routine sell-offs and more serious corrections.
My personal opinion is that the markets will trend positively throughout the year, and will undoubtedly show a jump when the tariff and trade wars are resolved. Let’s recognize the influence of societal turmoil, cable news, politics, and the talking heads for what it is, but not allow the negativity to
affect our own personal rhythm. History will turn this page, uh huh, and the beat will be very positive if we let it.
Van Mason, CFP®, CLU, MBA

The StoneRidge Fiduciary Pledge
Clients sometimes ask us about fiduciary duty. The topic is confusing, as the legislation enacted during the previous administration has since been repealed. Currently, there is no legal mandate that
advisors act in the best interests of their clients, but as we open our fourth office, we will continue to
repeat the same promise we have made since we founded StoneRidge Wealth Management.
This is our written promise to our clients, that we accept and embrace our fiduciary duty to act in
your best interests at all times, and to serve you at the highest levels of good faith and trust as we
help you manage your investments.
 We will always place your best interests ahead of our own.
 We will provide you with all relevant information and facts as we present various investment options to you.
 We will always maintain an arm’s length relationship with the various investment companies we
present, and we will never align ourselves with proprietary products.
 We will strive to ensure that our advice is accurate and thorough.
 We will make every effort to ensure that all administrative and supporting functions are carried
out accurately and in a timely fashion.
 We will always be fair and competitive in our management fees.

Sincerely,
Van Mason and Amy Treat
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We are Growing!
We’re excited to announce the opening of our fourth StoneRidge office, strategically located at the center of the Bethany, Cornell and Hwy 26 interchange in
Beaverton, in the Cornell West Building. Increasingly heavy traffic is a painful
fact of life, and the eight mile drive from the Bethany area to our main office
on Hall Blvd. can now take thirty minutes or more. Not only do we want to
make our quarterly meetings schedule more convenient for many of our westside clients, we want
to better position ourselves to serve new clients in
this booming part of the metropolitan area.
Our projected move-in date is sometime in July,
and we hope that you’ll join us for an open house
celebration. Date and time to be announced!

Enhancing and Elevating Our Contact
Whether you are super busy, traveling, living outside our office areas or enjoying life as a snowbird, we can have personal face to face meetings with the
help of Zoom. We invite you to join us in this new experience with simple and flexible set-up.
Zoom meetings sync with your calendar and deliver enterprise-grade video conferencing from any
desktop or mobile device. Zoom provides end to end encryption for all meetings, allowing us to
safely place your reports and other visuals on the screen. The Zoom ap is easily downloaded on
your device, with a link that you simply click to start your
meeting. It’s that simple!
So if you are hanging by the pool or sipping Mai Tais on the
beaches of Hawaii, we can virtually be there with you! Alisa
Van Frank, Client Service Specialist, will happily walk you
through the set-up process. We hope that you will embrace
this new technology that offers additional flexibility as we
seek to enhance our advisory relationships.
Visit us @ www.stoneridgewm.com
Contact: amy.treat@lpl.com (or)
van.mason@ lpl.com
8625 SW Cascade Avenue, Ste 240, Beaverton, Oregon 97008
503.352.0188 or 360.567.0784
Securities and Financial Planning Offered through LPL Financial,
a registered investment advisor. Member FINRA/SIPC
The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. To determine which investment(s)
may be appropriate for you, consult your financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and
cannot be invested into directly. The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful.
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