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Economic Update 

After a robust start to 2019 where the 
economy grew at a 3% pace during the 
1st quarter, growth slowed to 2% during 
the 2nd quarter. As for the 3rd quarter, 
economists are expecting growth to 
come in at 2%. Projections are 
somewhat higher for the 4th quarter 
where holiday sales should give a boost 
to the economy. The current slowdown 
in growth can be attributed to the 
continued trade dispute with China. 
Economists estimate that the disruption 
in trade has reduced growth by up to 
0.5%.  
 
As for the global economy, the 
slowdown in growth continues. Current 
estimates by the International Monetary 
Fund (IMF) show global growth slowing 
to around 3%, which is lower than the 
3.2% growth rate forecasted earlier in 
the year. The rising dollar and increased 
trade tensions are primary reasons for 
the continued slowdown. On a more 
positive note, interest rates have been 
falling across the globe. Lower global 
interest rates should help stabilize 
growth and eventually provide stimulus 
to the world economy.  
 
The level of US growth expected for the 
remainder of the year still depends on 
the consumer. Consumption makes up 
about 70% of the US economy. 
Consumption activity remains strong but 
has recently slowed somewhat. 
Consumer sentiment remains high but is 
somewhat below its earlier lofty levels. 
The Institute for Supply Management 
(ISM) monthly survey for the services 
sector has slowed from a high of 56 to 
below 53. Although the current reading 
implies a slowdown in consumption, it 
still indicates the service sector is 
growing. A reading above 50 indicates 
growth in the sector.  

While consumption is still growing, 
manufacturing activity is currently in a 
recession. The ISM survey for 
manufacturing has slowed to a reading 
of 46. A reading below 50 shows a 
contraction is taking place in the sector. 
Most economists believe that increased 
trade tariffs are responsible for the 
current slowdown. Although the 
slowdown in manufacturing is 
concerning, it is not that important to 
our overall economy. The sector only 
makes up about 12% of GDP. 
 
As for employment, the economy 
continues to produce jobs but at a slower 
pace than earlier in the expansion. The 
monthly average of new jobs has slowed 
to just above 150,000; much slower than 
the 200,000 level from earlier in the 
year. The fundamental picture for 
employment remains strong. The 
economy is adding enough jobs each 
month to absorb new entrants to the 
labor force. The unemployment rate 
stands at 3.5%, the lowest level in 50 
years. Minority unemployment remains 
at an all-time low level. The widely 
followed weekly jobless claims number 
remains stable at just over 200,000 
indicating the economy will continue to 
expand. As for wages, they are still 
growing at a modest 2.9% annual rate.  
 
Inflation is still not showing any signs of 
increasing above the Fed’s 2% target 
rate. Consumer prices (CPI) are still 
increasing at less than 2%. Producer 
prices (PPI) are growing at a slower 
pace of 1.5%. Producer prices fell 0.3% 
in September, indicating that higher 
tariffs have yet to impact prices at the 
wholesale level.  
 
 
 



 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
  
“Twenty years from 
now you will be 
more disappointed 
by the things that 
you didn’t do than 
by the ones you did 
do.” 
 
Mark Twain  
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The markets, in general, had mixed re-
sults for the third quarter (Q3) depend-
ing on the sector. The S&P 500 gained 
1.77% for Q3 while the DOW gained 
1.47%. The year-to-date (ytd) numbers 
are still quite favorable with the S&P 
500 up 18.74% and the DOW up 
15.39%. 

For the individual sectors, Energy had a 
very difficult Q3 by shedding 8.06% to 
bring its year-to-date return to +3.07%. 
Energy is the worst performing sector 
followed by Health Care which lost 
2.91% for the quarter but is still up 
4.21% ytd. All of the other nine sectors 
in the S&P have double digits returns 
year-to-date. Leading the way for ytd 
returns are Information Technology 
(tech companies) up 29.89%, Real Es-
tate (REITS) up 26.63%, Utilities up 
22.29% and Consumer Discretionary up 
21.2%. Besides Energy (+3.07% ytd) 
and Health Care (+4.21% ytd), the Ma-
terials sector (+15.16% ytd) and Finan-
cials (+17.58 ytd) lag the other sectors in 
year-to-date returns. 

 

Momentum stocks seem to have fallen 
out of favor recently as we hear more 
and more about when the next recession 
will hit and how mild or severe it might 
be. We are starting to see the shift to the 
more defensive stocks and the shifting to 
value companies over growth compa-
nies. This is why we saw Utilities and 
REITS have an extremely good Q3; 
Utilities up 9.47% and REITS up 8.15%. 
Following Utilities and REITS, we saw 
Consumer Staples, another defensive 
sector, gain 6.13% for Q3. Investment 
managers seem to be transitioning their 
portfolios from the momentum stocks to 
the value/defensive companies. 

The Federal Reserve is trying to do their 

part to keep the US economy from fall-
ing flat but the cyclicality of economies 
world-wide will run its course. We’ve 
had a strong economy for eleven years 

and a slight downturn is no doubt going 
to happen; most likely in 2020 or early 
2021. We will adjust client portfolios as 

the economy dictates. 

Market  Update  

Turning to interest rates, the closely-
watched treasury yield curve remains 
inverted on the 3 months to 10 year 
spread. The curve has been inverted since 
May and indicates a recession is likely to 
occur in 12 to 18 months. As for the Fed, 
they should continue to lower short term 
rates by another 0.25% before year-end.  
 

To sum it up, we have an economy that is 
in its 11th year of expansion. At some 

point the economy will contract. In the 
near term it appears that the expansion 
will continue. That said, with low 

inflation and low interest rates we are still 
optimistic on the financial markets for the 
remainder of 2019. 
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Facts & Figures 

 
The Most Paid 
The maximum Social Security benefit paid to a worker retiring at full retire-
ment age in 2019 was $2861 per month, more than triple the $899 per month 
paid 30 years ago in 1989. 
 
Most of Them 
The sales of existing homes account for 90% of all home sales in the United 
States. 
 
They Do Not Last Forever  
There have been 10 recessions in the United States since 1950, the most re-
cent being an 18-month downturn that ended in June 2009. The average 
length of the 10 recessions since 1950 is 11 months. 
 
Each and Every Day 
The world consumes 101 million barrels of crude oil per day, with the Unit-
ed States consuming 21 million barrels of the global daily total. Our nation’s 
Strategic Petroleum Reserve consists of 4 sites in Texas and Louisiana con-
taining 727 million barrels of crude oil in underground storage caverns. 
 
Medicaid 
Medicaid expenditures make up on average 29% of the budget of a US state. 
Medicaid is a health care program for low-income Americans that is jointly 
funded by the federal government and the states, but running the program is 
the responsibility of the individual states. 
 
So Fast 
The new 5G technology being installed across the United States is estimated 
to be 20 times faster (in terms of download speed) than the current 4G tech-
nology that is in place nationwide. 
 

 

 

 

 

 

 

Sources: Social Security, Treasury Department, National Bureau of Economic Re-
search, Department of Energy, Medicaid and CHIP Payment Access Commission, 
Lifewire.  
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