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After some concerns and declines during
the summer, major equity markets showed
advances in the month of September and
finished positive for the third quarter of
2019. The S&P 500 ended the month
about 1.7% higher, and up by 1.2% for the
quarter. The Dow ended 1.99% and 1.2%
higher for the month and quarer,
respectively (Wahoo Finance 97300/2019).

Some prominent investment themes from
earlier in the year continued o surface in
the third quarter producing volatile rading,
but at the quarter’s end had no real impact.
The U5 -China trade conflict continusd to
caplure investors' attentions and fluctuated
equity markets. The quarter akso included
the Federal Resemnve’s lowering of rates in
September for the zecond time this year.
The combination of these ewvents with
slowing global economic growth and inter-
est rates produced an inverted yield curve,
which iz a sign for some of economic
downturns. Despite all of this, equity
markets still rewarded patient investors
(Morningstar.com S/3002019).

In a guarter ending news release, the
MASDAZ siated that, “As  investors
prepare for U5, corporations to report
financial rezults next month, they could
look past recent sluggish growth and find
comfort as eamings look =et o rebound
after the third quarter.” Some siralegisis
argue that just & small amount of economic
growih should be enough o support belter
profit growth, which could help justify high
market valuations. "People are overesti-
mafing the negative from trade and under-
estimating the Iagged response from a ot
of policy easing,” said Jim Paulzen, chief
investment stategist at The Leuﬂ'mld
Group in Minneapodis. "It could afiect what
corporations say when they look ahead,”
he said. Recent economic data has been
mixed, with reports on U.S. labor and
housing upbeat, but others disappointing
(MASDACH com 9730/2019).

Investors are still enjoying the longest bull
market ever, but two camps of thought still
continue to exist. One camp poinis o the
fact that baszed on historical numbers, like
price earmings, that equities are highly
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ovenvalued and overpriced. The other camp
insisiz that we are still in a "TINA" markst,
meaning, There iz Mo Allemative to stocks.
Thiz group feels that until rates rise significant-
Iy, thiz will remain true and that means there
could be significant upside in the current
market. Equities are not cheap and even the
savviest of investors need 1o have a watchiul
eye on rizk. As financial professionals, we
azzist clients by providing ideas and sugges-
tionz based on their personal circumsiances.
short-term interest rates and cash eguivalent
yields are siill historically low. Our goal i o
focuz on each client's timeframes and goals. y




Interest Rates Are Sfillin the
Spotlight

On Wednesday, September 18, the Federal Reseme
lowered interest rates for the 2econd time in the third quarter
by 25 basis pointz down to & range of 1.73-2%. This
reduction was after a similar rate cut as a result of their July
geszion. Prior o July, the Fed had raized raies over nine
times since December 2015, The reasoning for this most
recent rate cut was weakening exports and low inflation. This
quarter’s two rate cuts were the first time in over a decade
that the Fed lowered interest rales.

Deszpite low unemployment rates, robust job gains and
sirong household spending, the central bank’s monetary
policy committee stated, “.. business fixed investiment and
expors have weakened. On a 12-month basis, overall
inflation and inflation for items other than food and energy
are running below 2 percent” (foxbusiness.com 98/20159).

Fed Chairman Jerome Powell reaffirmed that the Fed will,
“act az appropriate o ensure that the expansion remains on
track.” It appears that the Fed made this recent rate cut 83 a
proaciive move oward ensuring the economy remains on
the road o recovery.

Even with interest raies dropping, Presidemt Trump is
continuing his push to lower them even more, even into the
negative realm, befieving that this would continue to boost
the economy. While analyst do not think this will take place,
major banks, such as JPMorgan Chaze, are looking it this
SCENario.

Key Points

1. Volatility continued to be elevated in Q3 and
looks to remain prevalent in Q4.

2. Interest rates are still in the spoflight as Fed
cuts rates second time in 2019.

3. Consumer confidence remains strong but
tariff's bring caution and concemn.

4, Trade wars and tariffs between China and
the U.S. key factor in market uncertainty.

5. U 5. and global political uncertainty remain
a key item to watch.

6. Mow is the ideal time to revisit your personal
objectives and the srategies to achieve them.

.-..

"I don't think we'll have zero rates in the LS. but we're
thinking how to be prepared for it as & nomal course of risk
management,” he said. What does a negative interest rate
mean to investors?

“In & topsy-turvy world of negative interest rates, borrowers
win and get paid while savers are penalized,” stated Ryan
Sweel, an economist at Moody's Analytics (nbonews.com;
9/29/19).

In this scenario, lending institutions woulkd potentially have to
increase fee-based income that they make on morgages,
checking account fees, and ATM charges.

Interest rates will continue to be on the forefront of our
“watch™ list.

Consumer Confidence

A notable point for the third quarter iz that in September, U5,
consumer confidence fell to 1251, down from 134.2 in
August. This drop was the biggest in nine months. Lynn
Franco, Senior Director of Ecomomic Indicaiors at the
Conference Board stated, "The escalation in trade and tariff
tensions in late August appears to have ratiled consumers.”
He continuwed, "Howewver, this pattern of uncerainty and
vidatility has persisted for much of the year and it appears
confidence is plateauing.” Franco continued, “Consumers
were less positive in their aszeszsment of current conditions
and their expeciations regarding the shon-term outlook also
weakened. While confidence could continue hovering
around current levels for months to come, at some point this
continued uncerainty will begin to diminish consumers’

confidence in the expanszion” (CHBC.com; 9/2418;

Bloomberg.com 9/24190).
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Consumer confidence falls to 3-month low
Consumer confidendce index drops 1o 1251 in Seplember from 134.2
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Deszpite the dip in consumer confidence, the trend still
appears 1o be that the consumer will support the current LLS.
expansion, although zpending may be more moderate.

Media Magnification & The
Inverted Yield Curve

A quick way to zpook many investors is to utter these three
words, “Sinverted yield curve™ The third quarter of 2019
expenenced the demonized inverted yield cumve, sparking
iears of a recession.

Iin brief, & "nomal™ yield curve has an upward arc. An
imverted yield curve is just that, a curve that slopes
downward. Thiz shows that inferest rates on shori-ferm
bonds is higher than some longer-term bonds.

In August for the first since 2007, the spread between the
2year and 10-year treasury yields turned negative. The
J0-year treasury bond yield dropped below 2%, Historically,
this has transpired prior 1o every U5, recession in the last 30
years (foxbusiness.com 9.18.2019).

This inverted yield curve lasted briefly but the theory behind
what it potentially hails has resonated in the minds of many
investors. The media iz doing an excellent part in keeping the
fear of a recession at the forefromt of many investor's
thoughts.

it iz important o maintain mental independence  from
influences that may create a negative emotional response
that may trigger yvou o make impulsive decisions. Too often
emolion, not logic, can overshadow investing habits, 20 the
first step in declaring this mental independence iz realizing
how these influences, known &as biases, affect wus.
Sometimes, the closer you put a shor-term lens to your
investments, the more likely you consider decisions that
deviate from your long-term strategy.

Global Economy & Political
Concern

The third quarter of 2019 opened with the yuan, China's
currency, faliing below 7 yuan to the LS. dollar. This was the
first time zince 2008. This drop was as a result of President
Trump threatening o add an additional 109 tanff on over
%300 billion worth of Chinese imports. This set the stock
market into & fast plunge of over 330 points on August 5, the
sieepest drop yet in 2019. This dive alzo marked the sixth

biggest point drop in the DJIA's 123-year history
(nypost.com, 8/2019).

Then in September, the President excluded hundreds of
itemz from the 23% duty imposed on Chinese impored
goods. Analysts suspect thiz was to help busineszes that
hawve been feeling the sting of the tarifis. Then, on Friday,
september 27th, the potential of the LS. limiting portfolio
investments in China sent unsettling vibrationz in the stock
market, only to be guelled on the next Monday the 30th, with
Treasury Depantment Spokeswoman Monica Crowley
stating that, "The administration i not contemplating
blocking Chinese companies from listing shares on U5,
stock exchanges at this time” (Bloomberg.com 3/30/13).

According to Meil Bradley, U.5. Chamber of Commerce
Executive Vice President and Chief Policy Officer, "Rising
tarifts and poficy uncerainty are preventing midzize
businezszes — who employ millionz of Americans — from
investing and growing” (politico.com 3M1972019).

Tariffz and trade izsues could affect equities, so investors
should continue to monitor them. The U.5. and China are the
word's largest economies and a dizruption in their symbiotic
relationship could affect economies globally.

The United States and China will commence trade talks once
again im Cctober. An ideal scenario would be a trade-war
resolution by 2020 but the remainz 1o be zeen.
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in addition to the ongoing trade wars, the United Kingdom iz
st to leave the European Union (EU) on October 31. How
Brexit may affect global markets is still of concem and an
item that needs 1o be carefully watched.

Political uncertainty, including the 2020 elections, alzo need
to be walched as an item of discomfort. As financial
professionals, our primary focus is on how the political
landscape affects investment markets. We will be keeping an
eye on global activities and how it may affect you.

Corporate Earnings

Az you may know, corporate eamings are a key indicator of
the siock market performance. Stock prices typically rise
when guarterly eamingz reports meest or exceed market
expectations and conversely, tends o lower prices when
reports show unrealized expectations in eamings.

Weak corporate profits could be what finally conwince
imvestors 1o start puling back on stocks, especially if
companies start to lower their outlooks for the fourth quarter
and 2020. The ripple effect of the trade war and tariffz iz
gseeping into U5, corporate eamings and therefore they
need o be watched carefully (CMM Business S3002019).

Market Ouilook for Q4

The month of October has seen five of the stock markets
worst 10 days, including 1987's more-than 20% single day
drop. However, overall, October typically ends az an average
micnth for the market.

What will the last quarter of 2019 bring?

Last year, U.5 stock market volatility reached near-record
levels. You can never predict the stock market forecast.
What we do know, however, iz that the trade war with China
and political uncerainty have affected the markets and
volatility remains.

As shown in the chant of monthly market volatility, which
tracks the standard deviation of daily retums of the &P 500
dating back to 1928, October has historically been the most
volatile month for U5, equity markets. November is also one
of the more volatile months. Seasoned invesions understand
that volatility iz a part of the invesiment experience. They
alzo understand that more imporiant than the volatility is an
investor's rezponse to that volatility.

Sometimes votatility is a sign of heightened rigk, but at other
times volatility is just a nomal part of imvesting. Market
volatility iz possibly one of the most misunderstood concepts
in investing. Simply put, market volatility is a statistical
measure of when the equity markets rise or fall sharper than

usual within a short period of tme. Once again, we are
suggesting that in these confusing times it is best 1o proceed
with caution. With fall being a histonically volatile time pericd,
we think it could be helpful to continue our theme of sharing
siralegies to consider during volatile times.
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Equity Market Volatility by Month
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Strategies for Investors During
Market Volatility

« Revigit your financial goals and objectives.

investors should always put their primary focus on their own
personal goals and objectives. When equity markets become
volatile sometimes even the best investors become not just
concemed, but unmerved. It's imporant 1o keep perspective
when markets are volatile. It is very important that you
understand your situation and your financial plan. Letting
your emotions drive your decisions can be costly. Here are
sirategies thal money managers conzider when making
decisions.

Always allocate your investments to match your risk
tolerance.

= If possible, add money to your investments regularly and
try to increase your additions during downfalls.

= It's nearly impossible to always time the market right
(zell when you think the markets at itz peak), 20 have
a strategy.

= Accept that volatility is inherent to investing, but not
zomething to stress about for long-ierm imvesiors.

= Consider avoiding or ignoring nightly financial news.




« Always Iy not to make any emotional decisions.

« Don't obsessively check your investments. With nearly
everything at our fingertips now with smart phones,
including our investments, it can be very easy and addictive
to check them daily, or even multiple times a day. Much like
opening the refrigerator over and over again izn't going to
change what's ingide it, checking your investments
obseszsively ien't going o alter whether or not your stocks
are going up or down.

If you are concemned with your investments or goals, or
your rizk tolerance levels have changed, please call us
and we would be happy to dizscuss these with you.

We focus on YOUR
personal goals and strategy.

Dwring volatile times, it iz always wise to have realiztic ime
horizons and retumn expeciations for your own personal
siluation and to adjust your investments accordingly.

Comfortable

Confident

Remember the Three “Cs":
o dent Eoorosan T sten

MNow is the time to make sure you are
confident with your plan.

Peaks and valleys have always been a part of financial
markets and it's likely thiz pattern will continue. Being
confident in the decizions you've made after careful planning
can help prevent you from making any emotionally charged
decisions when the markets fluctuate.
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Now is the time to make sure you are
conmfortable with your plan.

Az mentioned earfier, equity markets will continue to move
up and down. Even if your ime horizons are long, you could
zee shor-term downward movements in your portfolios.
Each type of investment poses a certain level of rigk and
offers a level of potential reward. IT's always wize to regularky
evaluate your portfolio and what level of risk exposure you
are comfortable with.

Now is the time to make sure you are
consistent with your plan.

Stay the couwrse. You've carefully created a plan for your
realistic financial goaks. Don't let media magnification or
emotional moves affect or influence you to sway from it. A
financial plan iz only as good as your ability to consistenthy
follow it

We are here for you!

Owur advice is not one-size-fits-all. We will always conzsider
yvour feelings about risk and the markets and review your
umique financial situation when making recommendations. If
you would like to revisit yowr specific holdings or rizk
tolerance, please call our office. We would like to offer you a
complimentary, private consultation at no cost or obligation
10 you.

We pride ourselves in offering:

- consistent and sirong communication,
« a schedule of regular client meetings, and

- continuing education for every member of our t2am on
the issues that affect our clisnts.

A gkilled financial advisor can help make your journey
easzier. Our goal is to understand our clients’ needs and
then try to create a plan to addrezs those needs.
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Fall 2019

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

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

Team Bonding

Teresa teaching our FAN team members Kamps family vacation
retirement class at tax update conference




Upcoming Events

Property Inheritance Seminar

Our strategic alliance, Nicole Newman of Newman Law Group, will provide important details on how to
choose the right successor trustee. This seminar provides a great opportunity for you to plan for your
loved ones. Nicole’s specialty is guiding families on how to choose the right successor trustee, even in
the most difficult circumstances. Family members and heirs welcome.

The seminar will be held Wednesday, November 6 from 6:30-8:30pm in the conference facilities
at Financial Advisors Network located in Tustin at 1432 Edinger Ave, Suite 200.

Nicole Y. Newman, Newman Law Group, and Financial Advisors Network, Inc. are separate entities. There is no
obligation to use their services. The information to be discussed is not intended to be a substitute for specific legal

advice. We suggest that you discuss your specific situation with a qualified legal advisor.

Tax Planning Seminar

Have you ever felt like you are paying too much in taxes? We will demonstrate some common
year-end tax planning strategies to help legally minimize your tax liability now, and in the future.
Join us for this event to cover important tax planning strategies.

Alexander Krivosheev, Partner and CPA at Kamps and Associates Accounting Services, LLC,
will teach the seminar. He graduated from Georgetown University with a Global Executive MBA.
In addition to his MBA, Alexander has received degrees in management, economics, and
accounting. Alexander’s knowledge and tangible experience will provide students with a great
resource to answer any tax or economic questions.

Register today! It is never too late to plan for your financial future.

The information to be discussed is not intended to be a substitute for specific individualized tax or legal
advice. We suggest that you discuss your specific situation with a qualified tax or legal advisor. During this
presentation, investments will be discussed, such as stocks and bonds, which have various risks including
loss of principal and may not be suitable for every investor.

Financial Strategies for Successful Retirement

FAN, in partnership with Irvine Valley College, will teach a financial education class to help you
and your loved ones plan for retirement.

This information-rich seminar introduces students to the concepts and practices that will help
them enjoy their retirement comfortably and in control of their finances. Financial Strategies for
Successful Retirement® will show students a conservative approach to wise money
management and help identify lifestyle issues facing retirees. Students will learn to seek
maximization of their income and more from their investments, Social Security, and retirement
plans. The course will also educate attendees on how to protect their hard-earned assets from
erosion due to inflation and the possible cost of long-term health care.

The registration fee for the class is $59. Spouses or guests may be enrolled for an additional $5.
To register online, visit: https://www.financialadvisorsnetwork.net/our-classes/
To register by phone, call (714) 597-6510 between 9am and 5pm Monday-Friday.

Mutual funds and exchange-traded funds (ETFs) will be discussed. Investing in all securities, including
ETFs and mutual funds, involve risk, including possible loss of principal. There is no assurance that the
techniques and strategies discussed are suitable for all investors or will yield positive outcomes.

Choose one of three sessions:

« Wednesdays
Jan 22,29 & Feb 5
Irvine Valley College
6:30-9:15pm

« Thursdays
Jan 23,30 & Feb 6
Irvine Valley College
6:30-9:15pm

« Saturdays
Jan 25 & Feb 1

FAN Classroom
8:30am-1pm

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.




We are happy to meet with you for a
financial check-up, and will help you bridge
your investments with your taxes.
Make sure all the pieces of your finances

are working together properly!
Contact Us
(714) 597-6510 or info@fanwmg.com

We would be happy to schedule
a complimentary appoiniment.

T

Come in for your Complimentary
Financial Check-up.
S

VISORS
NETWORK, Inc.

Follow us for

more updates:
Linked [}

facebook

1432 Edinger Ave, Suite 200
Tustin, CA 92780

Office: (714) 597-6510

Toll Free: (B66) 526-7726

Fax: (714) 597-6518
www.FinancialAdvisorsNetwork.net
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