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February 2019 - Broad Economic News
The U.S. GDP report for the fourth-quarter of 2018 was recently released despite a delay created by the government shutdown. The U.S. economy grew by 2.6% for the period,
according to the report. While this was better than expected, it was still a meaningful slowdown from the prior two quarters. For all of 2018, U.S. GDP was up a solid 2.9% due
partially to an increase in expansionary fiscal policy and a decrease in regulations. General expectations moving forward are for the economy to slow down to a 2.0-2.5% pace
during early 2019. We are starting to see this transpire in recent ‘leading indicators’ reports on housing, manufacturing and inventory levels—all pointing towards a slower firstquarter 2019. Employment data, a ‘lagging indicator,’ remained positive, and wage growth continued its gradual upward trend (see graph below). Wage growth was up 0.1% in
February. Inflation remains stable, with lower expectations going forward.
The U.S. equity market saw a strong rebound from last year’s fourth-quarter selloff with double-digit year-to-date returns through February; international markets followed closely
behind. Growth stocks continued their long run of outperformance over value stocks and small caps outperformed large caps by about 500 basis points. Higher-quality fixedincome returns were generally flat to positive, between one and two percent, with lower-quality bonds outperforming.
On the domestic-equity front, risk assets seem to be in a reasonable valuation range. There could be room for further upside, particularly if we see progress around trade deals
and/or further accommodative Federal Reserve language and policy. Generally, long-term growth prospects remain in the international-equity space, particularly within emerging
markets. A resolution around Brexit would certainly provide a tailwind to international markets. However, given the approaching deadline for a hard-exit, the outcome is expected
to be rough for Britain without a last-minute resolution or a delay.
Overall, risks to U.S. and global economies remain, with trade
tensions and central-bank decisions at the forefront. The interestrate outlook for the U.S. continues along a murky path, given the
change from last year’s more hawkish tone to more recent dovish
comments and the Fed’s ambiguous statements around balancesheet normalization. According to Fed chairman Powell’s recent
comments, he stated, “We’ve worked out the framework of a plan
that we hope to be able to announce soon, that will light the way all
the way to the end of balance-sheet normalization, and that will result
in the end of asset runoff sometime later this year [2019].”
Clarification of these remarks could have profound results and we
will be monitoring them closely.
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With overall U.S. growth ‘slowing but still growing,’ we think the
magnitude of any further upside seems limited, particularly in light
of where we are in the economic cycle and the length of the
overall expansion. Neither corporate earnings nor macroeconomic
measures point to a significant improvement in the outlook. This
has caused us to tactically increase our defensive posture, while
looking to capitalize on asset classes with attractive valuation
levels, including emerging markets.

Source: BLS, FactSet, J.P. Morgan Asset Management.
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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.

