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Greetings 
 

In this edition of our News Release, we cover three topics: 1) New office location, 2) New client portal, 3) Investment 

markets and economics.   

 

Easy to Find…..If You Know Where We Are 
 

Since our move on February 1st, several PIM clients have shared with us that finding the new office location has been a 

bit tricky.  This appears to be, in-part, related to the address/ location of our building and in-part due to lack of clear 

signage, which we hope to rectify over time.  We are in a neighborhood shopping area called the Marketplace at Red-

mond Ridge, that features what you might expect in such a location, gas station, bank branch, dry cleaning, sandwich 

shop, coffee shop, etc.  The easiest way for most people to find our location is to travel from Avondale Road in Red-

mond up Novelty Hill Road until you reach the entrance to the Marketplace, at 224th Ave.  Once there, our building is 

easy to identify using the gas station as a reference point, which faces the side of our building, across a small parking 

area. 

 

  

 

 

 

 

 

 

 

 

 

 

The left-most image above is the side of our building that is immediately visible upon entering the Marketplace. If you 

glance left, you can’t miss it.  Our offices are on the second floor, directly under the physical therapy sign and wrapping 

around left from this angle.  Drive around the left side of the building and up a slight incline, at which point you will be 

in the main parking area for our building and will see the image on the right, above.  While you may find our office suite 

from the main lobby, the primary entrance is on the outside of the building, visible in the image above as the right-most 

single-door entrance.   

 

We hope this helps.  And of course, please give us a call if you experience any difficulty. 

 

New Client Portal 
 

In the January 2019 edition of this publication, we shared that PIM recently adopted a new technology platform for client 

portfolio accounting and reporting.  The new platform includes a secure online “client portal” as well as a “vault” for 

secure online storage of PIM client confidential documents and reports.  

 

The client portal displays a great deal of important information in an organized and easy to use and understand format.  

The top half of the page is organized into “tiles” covering five main categories: 1) Market Value, 2) Deposits/ Withdraw-

als, 3) Performance on a percent basis, 4) Investment Return in US Dollars, and 5) Dividends and Interest.  The first of 
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these, Market Value, is the sum of all accounts.  The next four show current, year-to-date values and values as of the 

most recent completed 12 months, 36 months and 60 months.   

 

The bottom half of the screen features 5 tabs that display: 1) Asset Allocation, 2) Current Holdings, 3) Performance by 

Asset Class, 4) Deposits and Withdrawals in table and chart format and 5) Current Account Value by Individual Ac-

count.   

 

All data is current through the most recent market close. 

 

We now officially invite you to enroll in the client portal.  Doing so requires that we initiate a system-generated email 

containing a link and instructions.  Once the email has been generated, you have 72 hours to click on the link and enroll.  

For security and other practical reasons, we request that you contact PIM by phone to request that we generate the enroll-

ment email.  You may call the office general line 425.883.7990 and speak with our colleague Sowjanya Ravela, or  you 

may call your PIM financial advisor.  While this step may seem slightly onerous, it is the best way to ensure security and 

confidentiality.    

 

We intend to initiate use of the online storage vault in May 2019.  Shortly thereafter, we intend to roll out an app for 

your mobile phone to place access to the portal at your fingertips.    

 

Market Commentary 

 

Background 

 

The S&P 500 experienced noteworthy corrections in eight of the nine years from January 1st, 2010 to December 31st, 

2018.  2017 was a year of ideal economic conditions and synchronized global growth.  In each of the remaining 8 years, 

we experienced volatility.  Corrections of 9.9% or greater occurred in 7 of these 8 years.  It is easy and appropriate to 

forget these periods.  Like major league baseball hitters, a short memory is imperative to long term success.   

 

What made the 2018 correction a little harder to dismiss was the timing.  The S&P 500 achieved an all-time high of 

2930.75 on September 20th.  Between then and Christmas Eve, the S&P 500 fell to 2,351.10, a peak-to-trough drop of 

19.78%.  Happy Holidays.  With no time remaining in the year for a recovery, most investors experienced a negative 

investment return for the calendar year for the first time since 2008.   

 

It took three months for the selloff to conclude (with the majority of the decline taking place in December), and another 

three months for the market to nearly completely recover.  The S&P 500 closed on March 29th, the last day of the first 

quarter, at 2,834.40 – within 97 points of the September 2018 all-time high.   

 

By the end of the first quarter of 2019, many PIM clients had recovered their losses from 2018 and were in positive terri-

tory.  Our more aggressive clients may have a little way to go to achieve break-even, but they’re very close. 

 

Analysis: Then and Now 

 

Markets are rarely as good or bad as you think.  In December, they were not as bad as they looked.  Today, they’re prob-

ably not as good.   

 

The Q1, 2019 market recovery has largely been driven by the issues we outlined at the end of last year.  The Federal Re-

serve moved from aggressively increasing short-term rates to a neutral position, and some progress has been made on 

resolving trade issues with China. Earnings from US firms have been better than feared. 

 

The past four months exemplify the sometimes overly-emotional nature of capital markets.  In December, we suggested 

that the sell-off would be short-lived because the economic data did not justify the sudden drop in share prices.  We be-

lieved, and have thus far been correct, that policy errors and seasonal issues were responsible for the correction and that 

those issues could be quickly corrected. 

 

Today, we are less optimistic given current global economic indicators. Our primary concern is the manufacturing sector 

here and abroad.  We measure this area with data referred to as the Purchasing Manager’s Index or PMI.  A reading 
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 above 50 indicates expansion and below suggests economic contraction.  The PMI for the US manufacturing sector in 

February was 52.5, a 21-month low.  While by this measure, the US economy is growing, that growth is slowing and the 

trend is negative.  The same data from Europe is 47.6, a 71-month low.  The services sector produces its own PMI num-

ber which is expanding with a reading well above 50, but again, the trend is negative.  The consumer confidence index 

has declined as well, with a recent (though possibly temporary) drop in labor market conditions. 

 

The fixed income market reacted to this weak data by pushing Treasury bond yields to multi-year lows. Generally, lower 

Treasury bond yields are associated with increasing concern about the health of the economy.  While yields are low in 

the US, they are outright negative in Germany’s Bund market. Bond holders there actually paid the government to hold 

their money (0.04% per year) for ten years at the Bund auction on March 27th.  

 

Low yields on ten-year Treasurys has produced an inverted yield curve.  This occurs when the yield of a 3-month Treas-

ury bill exceeds the yield of a ten-year Treasury bond. Investors are saying they would rather lock-in a 2.4% return for 

ten years and take their chances, than earn 2.5% for three months.  The market clearly believes that the Federal Reserve 

is closer to cutting rates than increasing them. Rate cuts typically occur when the economy needs a boost of easy money 

to avoid a recession.  

 

Much has been made in the financial press about the significance of an inverted yield curve.  While the curve has invert-

ed before every recession, not every inversion has resulted in a recession. Further, the historical delay between the curve 

inverting and a subsequent recession varies from 8 to 24 months with an average of 16 months.  To complicate matters, 

the equity market has historically produced above average returns (80-90th percentile) in the twelve months immediately 

following an inversion.  Using an inverted curve as a recession indicator is a bit like using a calendar to tell time. 

 

As is always the case, the direction of the market will depend on earnings.  This is where things get interesting.  Analyst 

estimates for 2019 are worth extra attention because they are expected to be negative in the first part of the year and very 

strong in the 4th quarter to produce an annualized rate of 4.9%.  Analyst estimates for annual earnings are notorious for 

being optimistic, but we find this year’s numbers to be simply unrealistic. 4th quarter earnings estimates have been mov-

ing down at the fastest rate since 2016, but still stand at 8.1% year over year.   

 

Historically, to get that type of earnings growth you generally need an easy comparison from the previous year (a bad 

year last year makes it easier to outperform this year), or a big tax cut. For 2019, we have neither.  A large dose of fiscal 

stimulus could create easier conditions for growth, but anything positive coming out of Washington DC seems unlikely.  

Democrats control the purse and it’s hard to imagine their caucus agreeing to boost the economy, and Trump’s reelection 

chances, before the 2020 election. 

 

A more reasonable estimate of earnings growth would be 3%, not the 4.9% latest revision.  We’re starting to see compa-

nies revise their earnings estimates down; as of March 22nd, 73% of the 105 S&P 500 firms that have issued guidance for 

the first quarter have lowered their earnings estimates.  If our estimate is closer to reality, the S&P should trade within 

the 2650-2800 range at year-end.  

 

This suggests that there is little upside remaining in the US equity market, despite the change of course from the Fed and 

the high probability of a China trade deal.  At 16.7 times earnings, the market is already pricing in these positive out-

comes, and possibly even a Fed rate cut.  

 

If we are wrong and earnings do surpass expectations, causing a further market advance, it would likely be connected to 

the biggest question that we can’t answer.  Are corporations intentionally slowing output and investment because they 

forecast weaker demand, or as a hedge against policy uncertainty?  If it is the latter and if policy uncertainty is removed, 

corporations will need to increase output and a virtuous cycle of increasing demand will drive earnings above analyst 

expectations. 

 

With our more cautious outlook in mind, we are in the process of making modest portfolio changes.  As we’ve commu-

nicated before, we do not make large tactical bets.  As the year proceeds and more information becomes available, we 

will make further adjustments as appropriate. 

 

Please accept our sincere gratitude for allowing us to serve you and for the trust you have placed in PIM. 


