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Last quarter, when we predicted that 
‘good things were on the horizon 
for stocks,’ we were in the midst of 
the worst fourth 
quarter in thirty 
years. We did not 
know just how 
swift and how 
strong the reversal 
would be. In fact, 
we just wrapped 
up the strongest 
quarter for equity markets in nearly 
a decade. Even bonds had a decent 
quarter, a rare thing of late.

This quick turn-around was part 
rebound from the fourth quarter’s 
emotionally driven sell-off, 
part relief that the Fed has 
put additional interest rate 
hikes on hold, and part opti-
mism that trade negotiations 
with China will continue to 
track positively. With this 
rebound in the books, where 
do we go from here?

The Fed appears to like 
what they see, a potential 
“Goldilocks” economy 
ahead….one that is not too 
hot as to cause rampant 
inflation and not so cold as 
to cause recession. When 
looking through the eyes of 
the Fed, we might predict 
something slow and steady 
ahead for the markets. 
Others fret over China, 
and to a larger extent, the 

slowing global economy. Given 
the inverted yield curve, they see 
this combination of factors possi-

bly tipping the 
U.S. economy 
into recession. 
From an analyst’s 
perspective, we 
would tell you 
that neither China 
nor the Fed are 
the important 

long-term drivers for this market. 
Both will continue to make headlines 
in coming months, but we see their 
influence on earnings, barring some 
huge misstep, as limited in scope.

“The economy is about
as good as it gets. We have 

low unemployment,
sustainable growth and are 

near our 2% inflation target.” 
—John Williams, NY Fed ChairmanRICH LIFE SHOW 

Podcast
James Lenhoff dives 

deeper with the Rich Life 
Show podcast, changing 
the conversation about 
money. The show is off 
to a great start, now in 

its 11th episode. 
This week the podcast

is tackling
“Why experiences
are more valuable

than things.”

It is available for free on:
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We also see data in the U.S. that points to an econ-
omy that, while slowing, remains on strong footing. 
Housing data, labor-markets, consumer confidence, 
and projected earnings growth for this year remain 
healthy. Even if we were to dip into recession next 
year, we believe this would be both shallow and 
short-lived. There are simply too many positives in the 
economy at present to be otherwise.

All things considered, we believe that markets will 

continue to be choppy as investors grapple with a 
slower-growth reality. But in the end, returns will con-
tinue to be very attractive versus cash and bond alter-
natives over the next handful of years. This lends itself 
well to the current positioning of our portfolios, with our 
buffered note exposure standing out in particular.

As always, please feel free to call to discuss this content 
or your portfolio in specific.

— The Investment Committee

Closer Look at Earnings
As we have stated in the past, we believe in the power of earnings to drive the market. As owners of stock 
we are owners of businesses, and as owners of businesses our fortunes are most closely tied to the 
current and projected profitability of the firms we own. Despite recent noise in the market and 
concerns that growth could be slowing, consumer confidence is high, the economy is adding jobs, and 
wages are continuing to rise.

While the days of double-digit earnings growth of 2017 and 2018 may be behind us for now, slower or 
even declining growth in earnings does not necessarily lead to an economic recession. During the last 
two periods of falling earnings (2012 and 2015-2016), the S&P 500 ended up posting positive calendar 
year returns during both time frames.

Where does that leave us for 2019? 
We think that the market will con-
tinue to march on, albeit at a slower 
pace for the remainder of the year. 
In the past 18 months, we have seen 
quarterly earnings on the S&P 500 
above $30 per share for the first time. 
While earnings growth may be slow-
ing and taking a brief pause, it is still 
positively trending and projected to 
be at all-time highs by the end of the 
year. Additionally, a friendly, dovish 
Fed and a beneficial trade deal with 
China may provide a boost to earn-
ings. There will be a few bumps in the 
road this year as the market looks for 
news to trade on, but we continue 
to believe in staying the course and 
focusing on the power of earnings.
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