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U.S. Economy & Financial Market Observations 

Financial markets around the world finished the 3rd quarter with mixed results. The S&P 
500 gained modestly, finishing the quarter up 1.70% bringing its year-to-date gain to 
20.6%. Emerging markets and international stock indexes continued to lag, posting 
negative results during Q3, contributing to their relatively anemic 2019 results of +7.5% 
and +11.6%, respectively. Meanwhile, other asset classes benefited from falling interest 
rates. The U.S. Aggregate Bond index has gained 10.3% for the year and the MSCI U.S. 
Real Estate Index up a brisk 25.7%.

(OVER)

The volatile and escalating trade conflict between the U.S. and China has now begun to 
show signs of materially weakening global economic activity. The Institute of Supply 
Management’s (ISM) weak report in early October roiled markets, showing U.S. factory 
activity contracting for a second consecutive month in September and falling to its lowest 
level since June, 2009. Weaker than expected economic data has caused central banks 
around the world to continue to act accommodatingly to forestall a global recession.

Despite the recent temporary delays of tariffs on some Chinese goods, a comprehensive trade deal seems 
unlikely in 2019. Yet, there are many positive fundamentals still in place supporting a slowing U.S. and global 
economy. Notably, soft recent inflation numbers may allow the Federal Reserve to continue to lower short-term 
interest rates, with interest rate futures markets 
now pricing in an 80% chance of 2019’s third 
rate decrease later in October. The September’s 
jobs report was also encouraging, as 
unemployment in the U.S. fell to a 50-year low.

We have contended since last year that President Trump’s “easy-to-win” trade war more 
closely resembles a quagmire due to China’s willingness to devalue their currency to offset tariff impacts by 
making their export goods cheaper. In early September, in fact, the Chinese Yuan depreciated to its lowest level 
versus the dollar since pre-financial crisis levels of February 2008. Now, impeachment proceedings, instead of 
having the tawdry overtones of President Clinton’s 1998 charges, have real economic ones, as they weaken the 
President’s negotiating posture with China. We believe impeachment headlines will remain in the realm of 
political theatre as we see little likelihood of a Republican Senate convicting Trump, even if he is impeached by 
the House. The complexities of trade negotiations have been highlighted by other social and political issues in 
China. The National Basketball Association’s controversy surrounding a tweet supporting Hong Kong protestors 
strained the NBA’s relationship with China and left stars, like Lebron James, playing lots of defense off the 
court. Theatre indeed.

We remain in an ambiguous environment: slow 
growth, heightened risk of recession and a 
stream of mixed (but more often dour) signals 
on global trade negotiations. While making 
economic predictions in any market 
environment is precarious, in this one it seems 
downright foolhardy. We’re reminded of the 
wisdom of the late Treasury official Edgar 



 Quarterly Model Portfolio Update (Continued)  

NorthLanding Financial 
Partners, LLC 

We are committed to 
empowering our clients to 
discover and direct action 

toward their most important 
financial goals.  Our advisors 

have over 100 years of 
combined experience and 
advanced credentials in 

counseling clients to develop 
and implement strategies to 

meet their personal and family 
financial objectives. 

We welcome  
your feedback! 

Email feedback or questions to: 

Info@NorthLandingfp.com 

NorthLanding Financial 
Partners, LLC 

90 Linden Oaks, Suite 220 
Rochester, NY 14625

(585) 497-5000

www.northlandingfp.com

NorthLanding Financial Partners, Investment Direction Committee

1. Investment index and NLFP portfolio performance data through 9/30/2019 is provided by Morningstar and believed to be accurate as of the date of this
publication, gross of any advisory fees. Other sources include the Wall St. Journal, FactSet Research, and the NBER. All investment strategies including 
diversified asset allocation have risk. Past performance of our investment approach, and component holdings does not guarantee future results. Advisory
services are offered through NorthLanding Financial Partners, LLC, ("NLFP") Registered Investment Advisor. While all data is believed to be from
reliable sources, accuracy and completeness are not guaranteed.

Fiedler: “Ask five economists and you'll get five different answers - six if one went to 
Harvard.” We do believe it’s likely that markets have already provided the lion’s share 
of their gains for 2019. However, we would also continue to warn about succumbing to 
overt pessimism during an unusually unclear environment. Remember that unexpected 
good news on trade or on global economic firmness could yet stimulate another leg up 
of this record long bull market.

Current Portfolio Stance & Adjustments

Core Model Portfolios completed the third quarter with YTD positive results ranging 
between 8.6% and 16.4%. The dynamics of this year’s market performance are 
representative of an economy that’s still strong by many measures, but reaching a point 
where investors are taking less risk and bracing for potential economic contraction. We 
observe the struggles of more “risk-on” assets such as the Russell 2000 Index of small 
companies, for example, now showing a negative trailing 1-year return of -8.9%1.

In such an environment, where we experience more divergence between assets classes, 
we also have more opportunity to trim profits through rebalancing. The recently 
completed test of asset class weightings called for several moderate adjustments to Core 
Model Portfolios. Across the board we added to the lagging iShares Emerging Markets 
Index (IEMG), buying the fund back up to its target weighting. In addition, both of the 
developed international markets holdings, iShares MSCI EAFE Index (IEFA) and 
Centerstone International (CINTX) were also restored to their target weightings in many 
models in the face of recent underperformance.

Cash for these recent additions was sourced from the best performing portfolio 
components so far this year. In the equity asset category, the Fidelity MSCI Information 
Technology Index (FTEC) was trimmed back to its target weighting after experiencing 
an outsized gain this year of 32.4% as of our rebalancing trade date. We mentioned 
earlier the relative strength of both interest rate sensitive portfolio holdings - REIT and 
bond indexes – making both prime candidates to be pared. Our primary REIT holding, 
the Vanguard Real Estate ETF (VNQ), had already been reduced during April’s semi-
annual rebalancing, leaving the iShares Aggregate Bond Index (AGG) to be adjusted for 
profit taking. Lastly, we did make one change to our fixed income holdings, replacing 
the long-held DoubleLine Core Fixed Income Fund (DLFNX) with the First Trust TCW 
Opportunistic Fixed Income Fund (FIXD) to increase the resiliency and credit quality of 
the fixed income holdings in portfolios, while slightly reducing internal expenses.




