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“The key to making money in stocks is to not get scared out of them.”
- Peter Lynch
We hope all is well with you and your family and that you are enjoying Spring! The first
quarter of 2019 turned out to be positive for most asset classes, domestic and international. Most
of the diversified portfolios on our investment platform have fully recovered from the market sell
off that was experienced in the market the last quarter of 2018. This is one of the main benefits of
our disciplined approach to asset allocation and systematic portfolio rebalancing, to take
advantage of the market movements, both positive and negative.
The U.S. stocks market was up +14% for the quarter. Domestic mid-cap growth equities
were the best performing sub-asset class with a return of +21%. More mature and dividend
oriented domestic stocks in the “value” style increased +11% while their growth-oriented
counterparts returned +18% for the quarter. We pay attention to the performance of different
equity styles as their performance tends to be different in various economic environments. To
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The tables below summarize the performance of the domestic asset classes for this quarter
and the 12-month period.

Source: www.Morningstar.com

Most developed and emerging markets also recovered from their losses in the 4th quarter
of 2018. Developed international stocks were up +11% for the quarter as measured by the MSCI
EAFE index. Emerging market stocks, as computed by the FTSE index, increased in value by
close to +13% over the same time period. Stocks of Chinese companies, fueled by mostly positive
expectations from trade negotiations, were up approximately +27% in the first quarter of the year.
Our outlook on emerging markets remains positive given lower valuations when compared to the
U.S. and European companies. We realize that the higher levels of market volatility will likely
persist in those markets and proceed with caution.
The U.S. bond market, as measured by the Barclays U.S. Aggregate bond index, was up
close to +2.5% for the quarter. This is certainly a positive update for those who require significant
allocations to fixed income for projected cash needs. As you may recall, the return on the U.S.
bond market was flat last year (after the adjustment for income payments).

Tel: (240) 781-6214
Fax: (301) 986-0432

7910 Woodmont Avenue, Suite 500
Bethesda, MD 20814-3048

www.maybarnhardinvestments.com
aseleznev@maybarnhardinvestments.com

2019 Q1 QUARTERLY COMMENTARY
MAY BARNHARD INVESTMENTS, A FINANCIAL PLANNING AND INVESTMENT ADVISORY FIRM

The Fed’s decision to keep interest rates unchanged was one of the main events for
financial markets this quarter. The target range for the federal funds rate was kept at 2.25% to
2.50% at the March meeting. In the beginning of the quarter, many market participants were
expecting at least one additional rate hike this year. This is no longer the case and some economists
are even considering the possibility of a potential rate cut depending on the direction of the
economy. We carefully analyze the direction of interest rates as these moves, in conjunction with
anticipation of the future moves by the market participants, tend to have short and intermediateterm impacts on the economy and financial markets.
We consider the fixed income or bond allocation as a “buffer” in most of our managed
portfolios. As part of our ongoing research to identify more optimal investment strategies in each
economic environment, we would likely adjust bond allocations this quarter. Our goal would be
to include strategies with slightly longer maturities, between 3 to 4 years in order to take advantage
of higher yields. The liquidity of these investments would remain mostly the same and, as always,
we would consider the circumstances of each client before making any changes.
The chart below summarized the performance of the major bond categories in different
interest rate environments.
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The U.S. GDP growth is expected to remain in the 2% to 2.5% range in 2019. This expected
rate is below what we experienced in 2018, 2.9%. The current growth rate is similar to the
expansion rate in 2017, 2.2%. Inflation rates, as published by the Bureau of Labor Statistics,
remained below 2% in the first two months of 2019 which is lower than the 2.4% rate for the full
calendar year 2018. The U.S. unemployment rate decreased to 3.8% in February from 4.0% in the
previous month. According to FactSet, most industries are expected to see increased earnings in
2019. These earnings, however, are not expected to increase at the same rates as in 2018. These
indicators are consistent with the late expansion stage of the business cycle.

Given these statistics and the fact that we have already experienced a significant market
decline in the previous quarter, we expect 2019 to be a modestly positive year for financial markets.
Depending on the direction of the market, we may consider partially re-balancing our managed
portfolios ahead of our semi-annual cycle.
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As always, we encourage you to reach out to us if you have any questions or would like to
discuss your personal financial plan or investment strategy.
Thank you and enjoy the Spring!
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