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As expected, volatility has returned to the market. Year-to-date gains during November were erased by late in the month declines before quickly bouncing back as news
coming out of the G20 summit in Buenos Aires seemed positive. The S&P 500 Index ended on a year-to-date basis as of November 30 up 5.1%. The VIX, often referred to as
the “fear index”, measures the expected price fluctuations in the 30-day S&P 500 Index options. This market volatility measure jumped in early October and continued at a
heightened level through most of November. VIX levels generated this quarter have not been seen since early 2016. While volatility in the market can be unsettling, we still
haven’t experienced anything out of the norm. On average, investors in the stock market can expect a 5% correction every 51 trading days and a 20% correction every 630
days. At the end of November, we have exceeded the latter statistic by more than 1,700 days. The lower levels of volatility experienced over the last couple of years is what
has been unusual. Unwarranted media hype using terms like “plunge”, “steep decline” and “markets in a freefall” has not helped investor sentiment and has made for a
challenging environment for cooler heads to prevail.

Tariffs and Trade |

Falling Oil Prices |

A regional economic summit ended a couple of weeks ago with a level of
animosity, as China moved to a more aggressive posture. This seemed to change
abruptly based on reports coming out of the G20 summit. As the back and forth in
trade negotiations moves forward, so too will fluctuations in the market. However,
our overriding expectations continue to be that responses from the US and it’s
trading counterparts will remain measured.

Starting in October, the decline in oil prices has contributed to global investor
concerns. Over six weeks, prices per barrel have dropped by $20, the biggest
decline since early 2015. While this leads to lower gas prices at home and is helpful
to U.S. consumers, it could lead to broader global economic problems. About 40%
of global GDP consists of emerging market economies that rely on oil and
commodity production. Again, there is a delicate balance between the benefits of
lower energy prices and the detriment of a decreasing GDP in energy producing
nations. A slow-down in these countries can and has historically extended to other
industries due do decreasing consumer demand. Oil exporting countries will cut
spending and experience lower economic growth when oil prices tank (no pun
intended).

Rising Interest Rate and a Flattening Yield Curve |
The Fed is scheduled to meet on December 18-19, with the expectation that a
final quarter point rate hike for 2018 will occur. Only a couple weeks ago was it
widely expected that the Fed would continue increasing rates three to four times
in 2019. This perspective also changed abruptly this month when Fed Chairman
Powell reversed earlier language from a few weeks prior when he stated interest
rates were “a long way from neutral” to now indicating that rates were “just below
neutral” absent any activity. With “neutral” being a level that neither speeds nor
slows growth. The Fed’s continued overriding goal has not changed and that is to
bring rates in line with more historically normal levels. Doing so will help the
economy longer term, but with the potential for short term stress. We are
watching the position of the yield curve closely – currently it is notably flat. If the
yield curve inverts in a meaningful way (where short-term interest rates are higher
than long term interest rates) we will have a solid signal that the potential for a
recession is on the way.

Summary |
We continue to believe that global economic tailwinds exceed headwinds;
however, there are clear indications that the tailwinds are beginning to diminish.
Volatility is increasing, yields are rising, and Central Banks are beginning to reduce
their balance sheets. Benefits from this year’s tax cuts and spending at the federal
level have given the domestic economy a solid boost, which should continue over
the near term. The stimulus from tax cuts will continue to offset the economic
impact of rising interest rates. We don’t believe the recent correction experienced
in November is a sign that the U.S. expansion is coming to an end. However, we do
believe it is an indication of how susceptible the economy is to difficult news that
headwinds are building.
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This material has been prepared for informational purposes only and does not
constitute investment advice, an offer, or a solicitation of an offer, to purchase any
securities or a recommendation of any particular security, investment strategy or
financial instrument and should not be construed as such. Forecasts, estimates and
certain information contained herein are based upon proprietary research and other
sources believed by the author to be reliable and opinions do not necessarily reflect the
views of LAMCO Advisory Services, Inc. (“LAMCO"), its affiliates or its employees.
Information contained herein has been obtained from sources believed to be reliable,
but such sources are not guaranteed. No part of this material may be reproduced in any
form, or referred to in any other publication, without express written permission.
Certain information included in this document is based on information obtained from
sources considered reliable. However, any projections or analyses provided to assist
the recipient of this presentation in evaluating the matters described herein may be
based on subjective assessments and assumptions. Accordingly, any projections or
analyses should not be viewed as factual and should not be relied upon as an accurate
prediction of future results. The author does not recommend that the information
contained herein serve as the basis of any investment decision.
Forward-looking statements (including the author's opinions, expectations, beliefs,
plans, objectives, assumptions or projections regarding future events or future results)
contained in this quarterly economic update are based on a variety of estimates and
assumptions. These statements are generally identified by words such as "believes,"
"expects," "appears" and similar expressions. These estimates and assumptions are
inherently uncertain and are subject to numerous business, industry, market,
regulatory, geo-political, competitive and financial risks. There can be no assurance that
the assumptions made in connection with the forward-looking statements will prove
accurate, and actual results may differ materially.

The inclusion of forward looking statements herein should not be regarded as an
indication that the author or LAMCO considers the forward-looking statements to be a
reliable prediction of future events and the forward-looking statements should not be
relied upon as such. None of the author, LAMCO or any of its representatives has
made any representation to any person regarding the forward-looking statements and
none intends to update or otherwise revise the forward-looking statements to reflect
circumstances existing after the date when made or to reflect the occurrence of future
events, even in the event that any or all of the assumptions underlying the forward
looking statements are later shown to be in error.
Redistribution of the document without prior written consent is expressly prohibited.
The document is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country where such distribution or use is contrary to law, rule or
regulation.
This document is not intended to provide, and should not be relied upon for, tax, legal,
regulatory, financial, accounting or investment advice. Any statements of tax
consequences were not intended to be used and cannot be used to avoid penalties
under applicable tax laws or to promote, market or recommend to another party any
tax related matters addressed herein.

