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Economic Update 

After a robust 2018 where final GDP 

growth came in at 3.0%, it appears that 

growth slowed during the first quarter. 

Economists on average are expecting 

growth of 1.5% in Ql. The federal 

government shutdown in January, as 

well as weather related factors, 

contributed to the slowdown in growth. 

We believe growth will rebound in Q2 

and for the remainder of the year. 

Growth should average around 2.5% for 

the entire year. 

 

Global growth is still somewhat mixed. 

The Conference Board's Global 

Consumer Confidence Index stands at 

106, still a healthy number over the 

1985 base rate of 100. Current estimates 

by the International Monetary Fund 

(IMF) indicate global growth will 

average about 3.2% for 2019. With a 

rising dollar and increased trade 

tensions, growth could slow for the 

remainder of 2019. China, the world's 

second biggest economy, could see their 

growth rate slow to around 6%. 

 

The level of U.S. growth expected for 

the remainder of the year will depend on 

the consumer. Consumption makes up 

two thirds of the US economy. 

Consumer sentiment regarding the 

economy remains strong. The 

Conference Board's Consumer 

Confidence Index current reading for the 

U.S. economy stands at 119. Consumer 

spending should grow at about 3% this 

year. Income levels should continue to 

grow at a moderate pace and continue to 

provide fuel for economic growth. 

Some economists believe the tax cuts 

and deregulation gave the economy a 

sugar high last year. They believe that 

once the high wears off that growth will 

slow to its long-term potential of 1.5% 

to 2%. This argument does have some 

merit considering that the current growth 

of population and productivity is 

running at about a 2% annual growth 

rate. This, however, may not be the case 

as expectations of business and 

consumers has changed due to policies 

put in place in 2017. A friendlier 

business climate now exists. Both 

businesses and consumers can plan for a 

future of lower taxes and less regulation 

which creates a more favorable 

environment for investment and 

consumption. 

 

Employment continues at a robust pace 

considering the expansion is entering its 

11th year. Job growth has averaged 

around 180,000 per month so far this 

year. Employment growth remains 

strong for most sectors of the economy. 

At the end of March, the unemployment 

rate stood at 3.8%. Though not robust, 

wages have been growing, averaging 

about a 3.1% growth rate over the past 

year. This is a direct result of higher 

wage jobs being created in a strong U.S. 

economy. 

 

One widely followed economic indicator 

is initial weekly jobless claims. Jobless 

claims shot up late last year to around 

250,000 per week. The higher claims 

level was a direct result of the recent soft 

patch in the economy. Claims have since 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  
 “Life is ten percent 

what happens to you 

and ninety percent 

how you respond to 

it.” 

 

Charles Swindoll 
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My, how things can change so quickly; 

the first quarter Q1 2019 was as good as 

Q4 2018 was bad. What happened? It 

was mainly the Fed saying they may not 

have to raise interest rates as fast as once 

thought throughout 2019. It was just 

what the equity markets and bond mar-

ket wanted to hear. 

 

The S&P 500 finished up 13.07% for Q1 

after a 15.22% loss in Q4. The Dow’s 

return for Q1 was +11.15% which fol-

lowed a decline of 12.67% in Q4. So, 

the first quarter rebound got back a lot of 

the loss suffered in the fourth quarter of 

2018. This rally has extended into the 

beginning of the second quarter. 

The three top performing sectors for Q1 

were Information Technology 

(+19.37%), Industrials (+16.64%) and 

Real Estate (REITS) (+16.64%). The 

bottom three performing sectors: Health 

Care (+6.12%), Financials (+7.9%) and 

Materials (+9.68%).  

 

Turning to the bond market; some, but 

not all, economists view an inverted 

yield curve as a sign of future economic 

weakness. The last seven recessions in 

the US (since 1965) have been preceded 

by an inverted yield curve, i.e., the 3- 

month Treasury Bill yield exceeds the 

10-year Treasury Note yield. We pres-

ently have a flat yield curve that did go 

inverted for a short-time and then not 

inverted; therefore, we are seeing more 

of a ‘flat’ yield curve at this point. A lot 

of economists believe the bond market is 

a better indicator of future economic 

growth than the equity market. This is 

why the yield curve is so important to 

them.  

 

Market  Update  

dropped considerably to just under 

200,000 per week, the lowest level since 

1969. The drop in jobless claims points to 

a significant rebound in the economy 

during Q2 and for the remainder of 2019. 

 

As for inflation, consumer prices have 

been growing at just under 2% over the 

past year. This is still right around the 

Fed's long-term goal of 2%. Producer 

prices have been growing at a somewhat 

higher rate. We believe that inflation 

could increase slightly by year-end as 

businesses pass along higher input costs 

to consumers. The uptick in inflation 

should, however, be somewhat muted. 

 

With moderate levels of inflation, the Fed 

will most probably be on hold for the 

remainder of the year. The fed funds rate 

is currently in the 2.25% to 2.50% range 

and the Fed has stated that they have 

become more data dependent. The Fed is 

also limiting the ongoing reduction in its 

balance sheet. Come September, the 

reduction will stop altogether. This puts 

the Fed in a more neutral stance on money 

supply. At the present time, they are not 

adding nor are they reducing the supply of 

money to the economy. 

 

To sum it up, we should see a rebound in 

the economy over the rest of 2019. With 

inflation rising very modestly, interest 

rates should remain in a narrow range 

throughout the year, creating an 

environment that is still positive for the 

financial markets. 
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Facts & Figures 

• The US Supreme Court receives approximately 7,000 requests each year 

to hear cases that have already been adjudicated in a lower court. The 

nation’s top court accepts just 100-150 cases for their review from the 

7,000 petitions. 

 

• 252 players (out of 750) on the opening day rosters of major league 

baseball teams, i.e., 34% of all ballplayers, have salaries of at least $5 

million for the 2019 season. That’s equal to $30,864 per game for each 

of the scheduled 162 games to be played during the regular season which 

runs to 9/29/2019. 

 

• 10-year government debt in the United States was yielding 2.49% as of 

4/05/2019. 10-year government debt in Germany was yielding 0.01% 

last week. 

 

• For tax year 2016 (the latest year that tax data has been released), it took 

$480,804 of adjusted gross income (AGI) to rank in the top 1% of tax-

payers, $197,651 of AGI to rank in the top 5%, $139,713 of AGI to rank 

in the top 10%, and $80,921 of AGI to rank in the top 25%. 

 

• There are 30 million full-time jobs in the United States today (19% of all 

jobs nationwide) that pay at least $55,000 per year and don’t require a 

bachelor’s degree from college. 

 

 
Sources: Supreme Court, MLB, Wall Street Journal, Internal Revenue Service, Georgetown 

University Center on Education and Workforce 
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The average Q1 gain for the S&P 

500 over the last 25 years has been 

1.7%. We just finished Q1 2019 

with a gain of 13.07%. Has the 

market gotten ahead of itself? Prob-

ably. We’re not outright selling eq-

uities to raise cash, but new indi-

vidual stock purchases need a much 

closer look. Buying the equity mar-

ket as a whole (index purchasing) 

may not be the way to go after such 

a large increase in the first quarter. 

Buying companies that are already 

up 20% - 30% year-to-date that are 

included in the indexes may not 

make sense at this point. 


