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January 2019 - Broad Economic News
After a difficult December, when the market as measured by the S&P 500 Index lost 9%, January saw a strong bounce back with a positive 8% return. Mid- and small-cap stocks
saw similar rebounds for the month. International markets also did well, recovering by more than their December losses. The MSCI EAFE Index returned 6.6% for January, after a
4.9% loss in the previous month. China recovered with an 11% return. Historically, after declines of 5%, U.S. stocks in mid-cycle had a higher probability of positive returns over
the next 12 months, while 10% corrections often turn into bear markets.
The healthy U.S. corporate-policy backdrop from 2018 is likely to fade as we continue into 2019, due to a post-corporate-tax-cut boost, global quantitative tightening, trade-policy
uncertainty and concerns about the U.S. fiscal deficit. Despite these issues, all U.S. sectors were positive for January, with energy leading the charge, up 10.5%; followed by
industrials and consumer discretionary returning 9.5% and 9.3%, respectively.
In the fourth quarter, the Federal Reserve raised policy interest rates for the ninth time of this cycle. Over the past six tightening cycles, the Fed has responded to low
unemployment and rising wages by continuing to hike rates. The Fed’s behavior has been consistent in the current cycle, even after the U.S. Treasury yield curve became
negatively sloped in its short-to-intermediate segment. The Fed held off from taking any action during January, even with a very tight labor market, leading to a growing sense that
the Fed may ease its restrictive monetary policy stance and not hike as much as expected in 2019 – expectations now seem to be one to two times for the year.
Even amid uncertainty on monetary policy,
most fixed-income performance generally
held steady through December and January,
with returns ranging between 0% and 2%
during each month.
Global growth remains positive, but has
become choppier, with major economies
progressing toward more advanced stages of
the business cycle. The U.S. is in the late-cycle
phase and China entered a growth recession
in the latter part of 2018, which has weighed
on Europe and elsewhere. As we progress into
2019, the U.S. and global business cycles will
continue to mature along with heightened
uncertainties, including an unclear path for
global monetary conditions. Elevated volatility
should be expected, which will drive more
conservative cyclical allocation adjustments
and prioritize portfolio diversification.
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This material has been prepared for informational purposes only and does not
constitute an offer, or a solicitation of an offer, to purchase any securities. This material
does not constitute a recommendation of any particular security, investment strategy
or financial instrument and should not be construed as such or used as the basis for any
investment decision. This material is not intended as a complete analysis of every
material fact regarding any country, industry, security, or strategy. This material reflects
analysis and opinions rendered as of the date of this publication and such views may
change without notice. None of the author, LAMCO Advisory Services, Inc (“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.
Forecasts, estimates and certain information contained herein are based upon
proprietary research and other sources believed by the author to be reliable. No
representation or warranty is made as to the completeness or accuracy of this
information. Data from third-party sources has been used in the preparation of this
material. LAMCO has not independently verified, validated or audited data from thirdparty sources. LAMCO, it’s officers, directors and employees accept no liability
whatsoever for any loss arising from use of this information. Reliance upon the
comments, opinions, and analyses in the material is at the sole discretion of the user.
Any projections or analyses provided to assist the recipient of this material in
evaluating the matters described herein may be based on subjective estimates,
assessments and assumptions (collectively, “Assumptions”). These 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 forwardlooking 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. Accordingly, any projections or analyses should not be viewed as factual and
should not be relied upon as an accurate prediction of future results. Simply, nothing
herein should be considered a guarantee of future results.

All investments involve risks, including possible loss of principal. US Treasury securities,
if held to maturity, offer a fixed rate of return and a fixed principal value. Bond prices
generally move in the opposite direction of interest rates, thus as the prices of bonds
adjust to a rise in interest rates the share price may decline. Higher yielding bonds
generally reflect the higher credit risk associated with these lower rated securities and,
in some cases, the lower market prices for these instruments. Interest rate movements
may affect the share price and yield. Stock prices fluctuate, sometimes rapidly and
dramatically, due to factors affecting individual companies’ industries, sectors, or
general market conditions. Investments in foreign securities contain special risks
including currency fluctuations, economic instability, and political developments.
Investments in emerging market country securities involve heightened risks related to
the same foreign securities’ risk factors. These include, but are not limited, to the
emerging markets’: smaller size, lesser liquidity, and lack of political, business, and social
frameworks to support the securities markets. Such investments could experience
significant price volatility in any given year.
Indexes may be referenced throughout this document. Indexes are unmanaged and one
cannot directly invest in an index. Index returns do not include fees expenses or sales
charges.
No part of this material may be reproduced in any form, or referred to in any other
publication, without express written permission of LAMCO. 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.

