
 

Mid-Quarter Investment Market Commentary – 2nd Quarter 2019 

May 29, 2019  

The stock market can be an incredible wealth-building machine. Yet with all the stock market’s merits 
come considerable discomfort when it is volatile or in decline. This year alone, we have witnessed both 
the growth benefits and the uncomfortable price of volatility of investing. 

The first four months of the year marked one of the best starts for the US stock market ever. US stocks, 
international stocks, commodities, and bonds all moved higher in price. A major Wall Street 
firm commented on how it was the best first quarter in nearly 30 years for balanced portfolios, which 
hold a mixture of stocks and bonds. 

Recently, trade talks have created a roller coaster with falling stock prices. As trade issues still look for 
settlement, it will be key to remember that the economy, stock market, and overall global trade were at 
or near all-time highs just weeks ago. 

It would be normal and natural for the markets to give back some of their gains (at least 
temporarily) before rising again. Volatility is a normal part of a healthy market cycle. Nonetheless, if the 
recent volatility has been unsettling and if you would like to review your portfolio's risk and financial 
plan, please let me know. 

As the current economic expansion moves toward what could be termed "late-cycle," I have had 
common questions about the timing of the next recession and possible market pullback.  As we look at 
the possibility of a slowdown, remember that investment strategies are designed to endure slowdowns 
rather than market timing entries and exits to cash. Portfolio strategists look to certain measures to 
provide possible symptoms of recession, and while we are not there yet, it can be helpful to have 
perspective on some of these items: 

• Inverted Yield Curve -- Typically long-term interest rates (on fixed income investments) are 
higher than those on short-term rates, because investors are giving up their liquidity for a longer 
period of time. The yield curve inverts when short-term rates are higher than long-
term rates. An inverted yield curve is a bearish sign, because it indicates that many investors 
are moving to the perceived safe haven of long-term government bonds rather than 



buying riskier assets. 
 

• Slowing Corporate Profits -- Corporate profits are still at high levels from a historical perspective 
but there is reason to believe they may have already peaked. Earnings likely will come under 
more pressure in the face of rising wages and inflation, diminishing benefits of tax reform and 
higher input costs due to global trade uncertainty. 

• Uptick in Unemployment -- Companies tend to cut jobs when profits are declining because labor 
is often their biggest expense. The U.S. unemployment rate currently is near historically low 
levels and has been declining steadily throughout the expansion.  Wage growth has been well 
below average compared with past expansionary periods, but it has started to pick up recently 
and may impact company profits.  As unemployment rises, consumers will often reduce 
discretionary spending to save money until job prospects improve. 

• Decline in Housing Starts -- Housing represents a significant portion of U.S. GDP and can 
provide an important glimpse into the health of the broader economy.  Housing starts are a 
strong leading indicator because construction projects can take several months, and 
homebuilders are reluctant to break ground on new projects if they fear the economy may slump 
later.  A 10% decline in housing starts has preceded most recessions, and a 25% drop is not 
uncommon near the start of a contraction. 

 

We’ve already established that equities often do poorly during recessions, but trying to time the market 
by selling stocks can be ill-advised. So should investors do nothing? Certainly not.  Not all stocks 
respond the same during periods of economic stress. Through the last eight major declines, some 
sectors held up more consistently than others. We depend on our sub-advisor partners to help position 



portfolios as they do for their institutional clients. Many managers believe that if/when a recession hits, 
it will be shallow and brief--but no one truly knows & prudent planning teaches us to prepare. 

Matching your risk with your goals and broader financial plan can also lead to a better strategy. 
Matching investments with your reason for taking risk is what we do when we meet for your 
reviews.  Be sure to let us know if your plan needs an update. As always, I continue to thank you for 
your commitment to working with us. 

Sincerely, 

Jason 

Jason Vitucci, CFP®, EA  
Financial Advisor 

  

Asset Class Performance Trailing 12 months through May 24, 2019 

S&P 500 (US Large Cap)                                   +5.72% 

MSCI EAFE (Developed International)              -5.62% 

MSCI Emerging Markets                                   -10.89% 

Barclays Agg Bond (US Corporate Bonds)       +6.23% 

Crude Oil                                                           -17.09% 

Gold                                                                  -1.57% 



 



**Capital Group research contributed to this commentary.  
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