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Market Review with Ted Halpern 

Optimism Paid Off in Q2! 

The Second Quarter delivered further robust gains across investment markets. The Fed’s shift to a more 
accommodative strategy, accompanied by positive news about a potential new trade deal with China helped 
markets continue their bold move in the first half of 2019.   

Yet good news gets little publicity. When equities are down, you will find plenty of articles asking “Could 
this be the bottom?” and “Time to sell?” rather than “Time to buy at a discount!” And when things are good, 
you will find just as many panicky headlines wondering if it’s time for the bullish trend to end …and very few 
articles celebrating (or even recognizing) the success investors are experiencing! 

Who would want to live life like a 
perma-bear, where anything could 
mean the sky is falling? We prefer 
to enjoy the good times and 
recognize the long-term progress 
(while still preparing for temporary 
downturns). 

Perhaps these perma-bears are 
overly focused on the final quarter 
of 2018. It is true that the year 
ended slightly negative after the 
downturn in the 4th quarter. But take 
the wider perspective. 2018 had 
one negative quarter, despite 4 Fed 
hikes and 3 market corrections! 

Despite the returns being well within a normal range for 2018, the perception of it was negative. Now that 
we’ve had two great quarters, there are rumblings of skepticism about how long the good times can last. 
When making your own opinion of the markets and economy…look at the numbers, not the general mood 
of investors and media coverage. 

Make no mistake about it. The 
first half of 2019 has been 
exceptional! 

 Did you know that the S&P 500 Index 
just had its best first half since 1997? It 
is just finishing its best start in 22 years! 
The month of June was the best since 
1955 for the S&P 500 and the best June 
for the DJIA since 1938! This was the 
best June in 80 years!    
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U.S. Economic Strength Supports Growth 

The market gains thus far in 2019 are 
partly due to a couple of potential changes, 
but there are also many fundamental 
reasons the economy is poised to support 
growth. So far, markets have moved up in 
anticipation of a more accommodating 
Federal Reserve and the potential for a 
new trade deal with China.  Neither of 
these have happened as of yet. They 
would certainly help propel markets, but 
the root reason for market gains is a strong 
economy and healthy corporate earnings. 

The unemployment rate in the U.S. sits at 
50-year lows! When people are employed 
they save more, spend more and borrow 
more. This helps the economy expand.  

So far in 2019 we have seen outstanding corporate profits, which is great for you as an investor. These 
permit companies to deploy cash to either reinvest, repurchase shares, or increase dividends.  

In addition, valuations on 
the S&P 500 are at very 
reasonable levels relative 
to interest rates, meaning 
stock prices have more 
room to expand at these 
levels. This combination of 
a strong labor market, 
growing wages, strong 
corporate profits resulting 
in greater capital 
expenditures and 
returning capital to 
shareholders (stock 
buybacks and dividends) 
has me quite optimistic!   

  (source: JPM Guide to the Markets, Q3 2019) 
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“I am an old man and have known a great many troubles, but most of them never 
happened.”― Mark Twain 

Mark Twain’s wise words could have been written about the markets. Remember, the market tends to react 
more to the uncertainty of future events, and not the actual unfolding of events.  

Optimism is essential to build wealth. The price of equities is entirely based on the market’s perception of 
the company’s future ability to be profitable. In order for investors to be successful, they must be buyers! 
And they must be willing to look ahead toward light at the end of a tunnel, rather than looking back at dark 
times. Admittedly, sometimes staying invested can feel like a tall order—and we do not recommend blind 
optimism, but optimism backed by facts. The facts have shown us that low costs, a long-term focus, and a 
prudently diversified mix of asset classes are a recipe for investment success.  As a diligent investor, you 
must always look for ways to optimize your portfolio, and you must also be willing to tolerate short term 
negative cycles in exchange for long term potential gain.  

 

Be brave, rewards will follow! 

I hope the rest of your summer is filled with plenty of health, wealth and happiness!  Be safe and enjoy time 
with your loved ones! 
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Investment Commentary with Kirsty Peev, CFP® 
Summary: 

Significant gains across the board, in all your asset classes!     

A strong Q2 added to equity gains from Q1.  
The combination of two quarters delivering large 
gains, has provided huge year-to-date returns for 
equity markets, both domestically and 
internationally.     

Strong economic data and corporate earnings 
reports supported markets.  Labor reports 
continue to be healthy with significant job growth 
in June, helping alleviate the angst around the 
trade discussions with China and Mexico.     

Equity markets responded favorably to the 
potential of a rate cut, or at least a pause in 
rate hikes from the Fed. The Federal Reserve 
maintained its policy stance in Q2.  However, 
there is now talk of a potential rate cut by year-
end! As always, Fed moves will be data 
dependent.  An accommodative monetary policy 
and rate cuts tend to be positive for equity 
markets as borrowing becomes cheaper for 
corporations and consumers.  This is designed to 
spur spending for consumers, and investment 
spending for businesses.

U.S. Equities: 

Best start to the year for the S&P 500 in 22 
years! All major U.S. equity markets delivered 
further gains for the second quarter of the year.  
Strong gains were supported by two key factors: 

• Strong economic data, including the fact 
that unemployment is at the lowest level 
in 50 years!  

• Healthy earnings reports from many 
companies helped boost gains and 
mitigate fears of a global economic 
slowdown.   

Markets also responded positively to 
potential future events. 

The Federal Reserve signaled they may cut 
interest rates if necessary, and ‘act as 
appropriate to sustain the expansion’. Investors 

and markets like certainty, and the Fed stating 
their core mission in that manner provided some 
reassurance. The Fed’s mandate is made of up 3 
parts – maximizing employment, stabilizing 
prices (inflation), and moderating long-term 
interest rates. So it is always within their 
capabilities to raise or lower rates, or take other 
steps to meet that mandate.         

U.S./China trade talks continued with the 
potential for a solution. Markets moved up or 
down in response to headlines on perceived 
progress and stalls in negotiations, depending on 
the day!  As the talks progressed to a “truce” at 
the G20 summit, with the door open to productive 
ongoing talks, markets settled firmly into positive 
territory.    

  

 International Equities:  

Talk of potential tariffs on Mexican imports 
caused volatility in markets. However, in June, 
President Trump rescinded the threat of new 
tariffs on Mexican goods, after Mexico agreed to 

certain border security programs. Mexico is one 
of America’s biggest trading partners and many 
U.S. companies rely on the country as a central 
part of their supply chains.  Canada and Mexico 
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both started the process of ratifying the new North 
American Trade deal (USMCA) in late May.  

G-20 leaders pledge to protect global 
economic growth from trade tensions and other 
issues.  This assurance from these nations 
helped put investors at ease.    

Despite Brexit uncertainty, international 
markets continue to deliver gains. Prime 
Minister Theresa May tendered her resignation, 
but will stay on until a new leader is chosen. The 
deadline for a deal to be reached for the UK 
leaving the EU was extended until October 31.  

 
Bonds: 

Fed’s patient stance helps add to healthy 
gains in bonds.  The Federal Reserve re-stated 
their stance that moves are data-dependent, and 
indicated that no further hikes are expected, and 
may even be open to a rate cut. Bond prices 
rallied in response.   

‘Risk-on’ environment in equity markets 
helped higher-risk bonds soar.  High yield 
bonds, and long-term corporates and munis have 
delivered equity-like returns for the year-to-date, 
while taking on significantly lower levels of risk.        

Bonds rallied despite China’s threat to dump 
U.S. Treasuries.  China did not act on their threat 
in the end.  However, bond investors appeared 
unconcerned.  Bond investors assumed that a 
Chinese sale of U.S. Treasuries, although 
significant in size, would be a one-time impact, 
and the bond market would stabilize fairly quickly.     

 

Persistent investor demand has translated 
into strong performance for municipal bond 
funds.  These continue to deliver very healthy 
risk-adjusted returns, and tax-efficient income.  
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Expectations and Perceptions for the Future: 

EQUITIES 

Accommodative monetary policy by the Fed, 
even if there are no rate cuts, should help sustain 
equity market strength.  As job creation 
potentially slows, the Fed still may take steps 
using monetary policy to curb the effects.   

Positive progress as U.S. and China reach a 
‘truce’.  The two countries have agreed to 
continue talks to try to resolve the issues around 
intellectual property and technology transfer.  
Investors globally will continue to watch 
developments in this area with an eagle eye.   

The rate of global growth MAY continue to 
slow amid trade disputes, but there are no 
obvious or imminent signs of the end of this 
strong cycle. In fact the current rate of job 
growth could push unemployment below 3.5% by 
the end of 2019 if it is sustained!  To prepare for 
a potential slowdown, we hold equities designed 

to thrive in slightly slower growth environments, 
like healthcare and dividend-paying equities. 

Banks sail through the Federal Reserve 
annual Stress Test.  Each year, 18 of the largest 
financial institutions in the U.S. must show their 
ability to survive an economic downturn while 
maintaining normal operations, including making 
loans and paying dividends.  The strong test 
results demonstrate a robust and resilient 
banking industry, which is incredibly important for 
the broader economy.   

Broad markets don’t seem especially 
concerned about Brexit now, but keep an eye 
on the new Prime Minister Election and Brexit 
deadline on 10/31.  This is likely to become a 
more significant item of focus for investors.   

   

 

BONDS 

Will the Fed deliver a rate cut, or a hike, or no 
action?  Treasury yields had dropped recently 
and economists believed the Fed would 
implement a rate cut.  However, the positive news 
from the G20 summit and strong June job growth 
numbers may reduce the ‘need’ for a rate cut.   

We focus on high-quality, low-cost funds 
within each asset-class for an overall portfolio  

that is designed to thrive in a variety of interest 
rate climates. In challenging and changing 
interest rate climates, utilizing broad baskets of 
underlying bonds through high quality mutual 
funds is prudent.  These funds have the ability to 
select underlying bond holdings in the most 
efficient manner, and adjust with ease over time 
to manage prevailing interest rate conditions.       

Commentary Disclosure: Please remember that past performance may not be indicative of future results. Different types of 
investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, 
investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Halpern 
Financial), or any non-investment related content, made reference to directly or indirectly in this Commentary will be profitable, equal 
any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. 
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current 
opinions or positions. Moreover, you should not assume that any discussion or information contained in this Commentary serves as 
the receipt of, or as a substitute for, personalized investment advice from Halpern Financial. Please remember to contact Halpern 
Financial, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing/evaluating/revising our previous recommendations and/or services. Halpern Financial is neither a law firm nor a certified 
public accounting firm and no portion of the Commentary content should be construed as legal or accounting advice. A copy of the 
Halpern Financial’s current written disclosure statement discussing our advisory services and fees continues to remain available upon 
request. 
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