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The first half of 2019 brought very strong
results for financial markeiz. Both equity
and bond investors saw positive resufts
leaving investors in a happy mood. The
Dow Jones Indusirial Average ([DJIA)
enjoyed itz largest June gain since 1938
and the &P 300 experienced its best first
half im wo decades. ([(CHBC.com
B/ZR/2019).

Concems of an economic slowdown over-
shadowed the quarter for many investors.
in May, the major equity indexes started
heading lower. Although the quarter’s final
rezuits showed an upward move of 3.8%
for the S&P 500 and 2.6% for the DA,
these gains came with an extenzion of the
volatility that investors have been experi-
encing since October of 2018 (Wall Street
Jourmal BREZ2015).

The strong six-month pericd that both
equity and debt securities have enjoyed
has been tied to the pivot that the Federal
Hezerve has made on its interest rate
outlook. Im 2018, the Federal Resemwve's
slance was to raise shor-term interest
rates multiple times. Early in the month of
January 2019, Fed Chairman Jerome
Powell, switched that thinking when he
announced that the Fed would be "patient”
in boosting rates. In late spring, the
dialogue from the Fed shifted toward
indicating that their next move might be a
rate cut. This shift helped to create the
emvironment which led to attractive returmns
for both stock and bond investors
(Barron's 71/2019).

While equity markets closed the quarter at
or mear all-ime highs, analysts ended the
guarter with a checklist of concems for the
future. A slowing global economy, trade
wars and tarifis, sluggish corporate eam-
ings and the Federal Resemve's upcoming
decisions all headhine a list of issues that
could affect year-end results.

According to Fact3et, although the S&P
300 made new all-time highs in the 2nd
quarter, that was after 5&P 300 eamings
dipped 0.4% in the first gquarter and were
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projected 1o decling in the zecond and third.
guarters of 2019 as well {compared to a year
prior). A weak global economy and trade wars
were cited as major contributors to eamings
declines (USA Today 7/M1/2019). Although
equity markets are high and investors should
be caulious, some positive signs exist At
quarter close, the United Siates and China
seemed to be on a constructive path. While
Japan and many countries in Europe seem to
be in economic stress, U5 -bazed companies
appear to be on more 2ofid footing (USA Today

711/2019).




Imvestons are now enjoying the longest bull market ever and
two camps of thought are now emerging. One camp points 1o
the fact that based on historical numbers, like price eamings
{P/E), equities are highly overvalued and overpriced. The other
camp insists that we are in a “TINA" market, meaning, There s
Mo Altemative to stocks. This group feels that until rates rise
significantly, this will remain true and that means there could be
significant upside in the cument market. Equities are not cheap
and even the savviest of investors need to have a watchful eye
on rizk. As financial professionals, we always try 1o make our
best forecasts. We look for & probability of success,
undersianding we face an inexact future. Shor-term interest
rates and cash equivalent yields are still historically low. Our
goal iz to focus on dient’s timeframes and needed retums o

Key Points

1. Equity markets reached new highs again
this quarter.

2. The bull market is now over 10 years old
and is the longest on record.

3. The Fed changed its stance on raising
imterest rates and has indicated that a
future move could be to lower rates.

4, Trade wars and tarifis have created market
and investment uncertainty.

5. The U.5. economy is now in the longest
period of expansion ever (over 11 years).

6. Market volatility continues and invesiors
need to remain cautious.

T. Focus on your personal goals and call us
with any concems. _|

Interest Rates Are Crucial

Imierest rates are crucial for investors and the way the
system works is that everyone follows the federal funds rate;
which is the interest rate banks charge one another for
ovemight bomowing. The decision 1o raise, lower of maimtain
the rate iz determined by the Fed's Federal Open Markst
Committee (FOMC). At their June meeting, the commitiee
zignaled a willingness to lower shor-term interest rates o
sustain economic expansion. While the Federal Open
Market Committee voted 9-1 to keep the benchmark rate ina
target range of 2_253% 1o 2. 5%, eight members favored a rate
cut this year. When discussing potential rate cuts and the
need o keep the economy moving in & healthy direction,
Fed Chairperson Jemome Powell said im a press
conference that some officials believe the case for

a

accommodation has “stengthened.” At the session, the
central bank supgested one or two raie culs, but not umtil
2020. Despite cautious wording in the post-meeting
stalements many analysiz are claiming that markets are
behaving as if the Fed will cut rates in 2019 (CNBC
692019,

.
| Treasury Yields icuse o 722010

1-manthe: 2.21% up fram 2.11% prear week | LE2% 8 vedr &go)
B=-meankhc 2.09% down from 110% prior week [2.13% a year ago)

B-yenr;  1L90% down Fram 1939 price week |2 34% a year agoe)
2-year:  LTT% up from 1.71% prioe week |2.54% a vear ago)
Sepgar; L75% up from 1.73% prior wank |2.75% a vear ago)

10-year; 1.90% dowr Trom 300% prior week (2.87% & year apo)
30-year; 2.51% dowm from L.53% prior week (3.02% ayear ago)

SauToR: R Srparifarcoun hoamn

This zcenaric has set up & confrontation between Fed
Chairman Jerome Powell and President Donald Trump, who
has been pressuring the Fed to cut rates. The committes’s
June report changed language from itz May statement to
indicate that economic activity is, "Tising at a moderate rate,”
a downgrade from “solid.” "in Eght of these uncerainties and
miuted inflation pressures; the committes will closely monitor
the implications of ‘incoming information for the economic
outlook and will act as appropriate to sustain the expansion,
with a strong labor market and inflation near its symmetrnic 2
percent objective,” the statement said. The “"act as
appropriate o susiain the expansion™ language mirmors a
staterment from Poweell in early June. The Federal Resemwve’s
next me=ting is on July 31 (CNBC 6M12/2013).

In response to the Fed's decision, the yield on the
benchmark 10-year Treasury note fell o below 2%. This
mieans that investors looking for better returns would have to
consider equities even if they were highly-priced. Due to low
interest rates, morigage raies also continue to be at
historically attractive levels. Low rates also allow companies
io borrow money at cheaper levels and therefore can
encourage expansion and investment. While low rates are
good news if you are a homeowner thinking of refinancing
your mortgage or a chief financial officer about to roll over
zome of your company’s bonds, it is concerning news if you
want to zee faster global economic growth in the years
ahead. Lower long-term rates imply that investors expect
even lower growth and inflation than had seemed probable
just weeks ago (CMBC 6252019, New York Times
THI2019).

Savers looking at current interest rates to meet their goalks
will find today’s low rates conceming. This is where a
comversation with your financial professional could help you
understand your aiternatives and options. One of our primary
objectives is to help our clients navigate today’s low interest
rate environment. Low shor-term interest rates seem likely
o continue and investors will stll need to keep a watchful
Eye on rates.
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Trade Wars and Tariffs

Financial powerhouse BlackRock lowered iis global growth
outlook bazed on expeciations that trade and geopolitical
frictions will continue for the remainder of 2019. The firm said
central banks are responding to the weaker outiook and are
loosening policy, creating a constructive enwvironment for
L5, and European stocks. BlackRock zees the tariff and
trade tenzsions between the United States and China as part
of a bigger concem for global markets. They note that rade
iszues create concern and uncertainty. Tariffs make costs
higher for corporations and force some companies to change
their supply chainz aliogether. According to Jean Boivin,
head of the BlackRock Imvestiment Institute, the uncemtainty
from trade wars should continue for some time. “We see the
ebbing and flowing,” he said. "We're going to feel the
intensity go up. Then there’s going to be a truce. We think
that's going to continue” (CNBC 7/82019).

On June 29th, Presidents Trump and Xi agreed to continue
trade negotiations during their much-anticipated meeting on
the sidelines of the G-20 summit in Japan. “We're holding on
tariffz, and they're going to buy farm product,” Trump said at
a press conference after the summit. That same day, equity
markets rose in response ([CHM Business 71/2019).

A trade truce can bring. good news o stocks and possibly
even boost markets, however, uncertainty about whether a
meaningful agreement can be finalized could loom over
markets in the second half of the year. Sieve Chiavarone, a
portiolic manager at Federated Inwvestors, described the
cease-fire between the two Presidents as a good start toward
the U.5. and China resolving its trade spat. He also shares
that the vague terms and indefinite suspensions do not do
miuch to alter the uncersinties facing the stock market

(Wall Street Journal 7/1/2019).

For now, existing tanffz remain in place and will continue to
affect businesses. Tariffs and trade negotiations could also
affect equities, so this iz another key area that imvestors need
10 continue 1o monitor.

The Economy

The U.5. economy has now entered into a record 11th year
of expansion. Mow officially the longest in history, this
recovery began in June of 2009 and has lasted 121 months
[breaking the previous record of 120 months set from 1981 to
2001) (MarketWatch 7/2/2013).

While recoveries are good, this one hasnt been without
izzues. Thiz expansion took some time to really get going
and has been zomewhat uneven. This guarier, analysis
expressed concern about a slowing economy inthe LS., but
in June, a robust 224 000 new jobs were added. "Today's
jobs report shows the U5, economy continues to create jobs
at a strong pace even as we enter the longest period of
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ECOnNomic expansion on record,” zaid Tony Bedikian, head of
global markets at Citizens Bank. This result means that
unemployment is stll near a S0-year low and was a clear
rebound from & recent lull and calming wormies about the
health of an economy in an elongated period of expansion
(MarketWatch 7722019, CNBC 7/02019).

Anocther econmomic concemn i3 Grosz Domestic Product
(GDP), the longtime indicatory of economic growth. It has
averaged just 2.3% zince the U.S. exited recession in
mid-2009. Thiz expansion iz the first one since WWII where
the economy has failed to reach 3% annual growth in any
zingle calendar year (MarketWatch 7/22019).

Fidelity Imvestmentz feels that, "the U.5. i fimly in the
late-cycle phase but with low near-term risk of recession.”
They go on to alzo say that, “while a strong labor market and
higher wages have buoyed U.5. consumer confidence, the
present large gap between cument conditions and forward
expectafions has often occumed toward the end of prior
economic cycles. Furthermore, the improvement in wage
growth over the past 2 to 3 years has stalled in recent
months despite a cyclically low unemployment rate and
continued job gains” (Fidelity Viewpoinis 7HA0M2019).

-"I
| The Stock Market and the Econoiiy

Deapete iy cvboal ne i Hes sconony, e slock narked & rof e same as the aaanamy

Wik the shook maked oas atlscst and contbule fo the aconony, the slook rearked noudss
equies thai we paced on bow isvestons view orwand lookang everls.

Thee sCoROMY i e actusl wyeien of

arpatitabere dnd niPluben Pl ether NeaRate
o pliy i ks i e geedoekon asd dibibun o
00 and BEVCES |8 & Bockly

Thee stock marsd can be an indicalor of the 9
ey becaime i movements can mflec the EE
BCTDmE: toEicns of n economy H

some economizts feel the biggest risk to the economy right
now iz political. President Trump’s tough stance on trade with
China, Mexico and other countriez has unsettled both the
domestic and global economies. Economic growth is always
something imvestors need o watch and we will continue to be
mindful of further updates.

What should an Investor Do?

Investors were clearly rewarded in the first half of 2019 and
markets ended the quarter at or near record highs. CDs and
money market funds can offer some of the highest level of
safety but in today's low interest rate environment they offer
rates of around 2% or less. Some analysis are predicting
equity markets will continue 1o rize while others are fearful.
=0, what should an investor do?




Barctays predicts it s most ikedy that the markst will continue-to mse, but
investorns need 10 continue o procesd with caution. |In Decembsr of
2018, the SEP 500 sew a sharp decline (iis worst December drop since
1831}, then in the first quarter of 2018, the index mors than recovensd
that entee decline. May of 2018 was also & period of downfall for
equities, howaser by the end of June, equity indaxes were agean at or
near naw highs (CNBC 732018, Bamon's 7iM/2018),
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Procaad with caution is 58 a great manira for imvesiors. An investor
nesads i0 bs prepared to buld a plan that includes risk awaeness. While
equities have risen, the continuing backdrop of & weaksning sconomy,
trads war fears and interest rate conceins cfeats & need 1o recheck
your time honizons. Today's traditional fived rates might not halp many
imvestors 1o achiewe their desired goals, 5o most nwestorns may still
need to nchds & strong mix of equites. Marksts can continus 1o fse
but they also could head lowsi. Bemsiein Economist Phillipp
Carlsson-Sziezak wiies that, “though stocks, on average aren't any
moe vidatils than they waie 100 yems ago, the calm periods are
calmer and the turbulent perieds e moe turbulent.” He afso asks the
quaestion, “Do we ive in times of high or low equity wolatility? The
answer is; both™ (Barron's 712018,

Invesiors sesm to enjoy predictions and no one has & precse crystal
ball into the future. The media enjoys providing forscests and LS.
Mews and 'World Report recently shared these markst predictions from

= There iz 8 high probability that the § &P 600 indax will Ase 10%.

= [f not for trede wars, the S&F 500 would currently be slmost 5% highar.
= Markets continua to hit resiztence.

= Markats pre [ikelyto hit new highs in 2020. ua wees el word Ropon 778210

Mo one can predict the next rise or salloff with precssion, thereiorne, s
essantial for invesiors 1o prepars. For those who fesl markets are
overbought, or thet the sconomy is peaking, they probably side with the
mia baarish forecasts. On the fiip side, if you belisve thers is stll more
upside potential, te bullish forecasts will resonate with you. Investons
should always put their primary focus on their own personal goaels and
objecties. This is somsthing we enjoy helping clients achisve. Thisis a
great fime to review your financial goals—and the imvestimenis that go
along with them—to see if anything has changad.
Economic and Financial Market

Cycles and Qur Emotions

Baoth the sconomy and financial marksts move in cycles. Not every

economic cycle is the same length. Some last months, whils others
during sxtreme movemants in finencial cycées invesions can act with
amoEmn.

Cur main focus s on chents and thesr long-temm goals. We attempt to
take out the emofions that you could fesl at difisrent phases of the cycle.
Investors need o focus on what they should do long-fem, vensus what
thiay fesl now, when crafting a plan for long-tem investment success.

it's important o keep parspactive when marksts ans woletile and that you
undarstand your unague situation and financial plan. If anything has
changed for you pleases lat us know.

Avoid [medsenal fmrsting

Let's focus on YOUR personal
goals and strategy.

Our primary objective remains to continually
understand our client's goals and to match those goals
with the best possible solutions.

Discuss any concems with us.

Cur advica s not one-size-fits-all. We will abweys consider your
fealings about risk and the marksts and review your uniqus finencial
sibuation wihen making recommendations. i you would liks o revisit

your specific holdings or risk tolerance plsase call our office or discuss
this af our next schadulad mesting.

We pride ourselves in offening:

& consistent and strong communication,
& @ schedule of regular client mestings, and

o continuing education for svery member of
o team on the issues that affect our clisns.

A gkilled financial advizor can help maks your joumey easier.
Owur goal ia to undsretand sach of our clents nesds and than
iry to creats a plan to address thoss nesda. Should you nead
o digcuss your invesimants, please call our office.
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Summer 2019
N

The FAN Team has been busy
T M working hard and having some fun too!

UPDATE Here's what we've been up to lately..

Claudia and her mom at
FAN BEQ FAN Team at their annual BEQ

Rod & Allie at Teen Financial Rod & Avery at their dance
Literacy Class performance

\_ 6 |




Upcoming Events

et 1L L i) ID Theft Info Session

g111118818181819818119%

18] Identity Theft 8@\ With much of your Personally Identifiable Information (PIl) online and as
ICIRRCIRBREIRRRTACENIY technology continues to advance, it is important to protect against identity
SERLELIEIGIEEACIRGEY theft In this ID Theft seminar, we will cover some tips on how to protect
WEIREICEEISARUATINY yoursell against ID Theft.

The seminar will be held Wednesday, August 21 from 6:30-8:30pm in the conference facilities at
Financial Advisors Network.

Betirement Classes

FAN, in partnership with Irving Valley College, will teach a financial
education class to help you plan your retirement!

This information-rich seminar introduces you to the concepts and :
practices that will help you spend your retirement comfortably and in | choose one of three sessions:
cn_miml of your finances. Iﬁnan[:lal S!ralege_s for Successful Retirement* | Wednesdays:

will show you a conservative approach fo wise money management and Sep 18, 25 & Oct 2
will help you identify lifestyle issues facing retirees. You will learn to seek (at Irvine Valley College)
maximization of your income and more from your investments, Social 6:30-9:15pm

Security and refirement plans. The course will also educate you on howto | Thursdays:

protect your hard-eamed assets from erosion due to inflation and the Sep 19, 26 & Oct 3

possible cost of long-term health care. (at Irvine Valley College)
- _ 6:30-9:15pm

The registration fee for the class is $59. Your spouse or guest may be

enrolled for an additional $5. - Saturdays:

¥ . - N i Sep 21 &28

o register online: hittps Wivc.augusoft.net and follow online instructions.
To register by phone call: (714) 597-6510 between 9am-5pm Monday-Friday. g’;m” :“’33 classroom)
Oam-1pm

Mutual Funds and Exchange Traded Funds (ETF's} will be disoussed. Investing in all securities, induding ETF's and mutual funds, imvohe risk, induding
posible loss of principal. There is no assurance that the techniques and strategies discussed are suitable for all imestors or will yield positive outcomes.

For more information or if you would like to attend any of these complimentary seminars,
please contact us at info@fanwmg.com or (714) 597-6510.
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