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The current economic expansion passed the 10-year mark 
in June 2019, becoming the longest growth streak in U.S. 
history. Despite its record-breaking durability, U.S. gross 
domestic product (GDP) growth was slower than expected 
over the past decade, averaging just 2.3% annually since the 
expansion began in June 2009. By comparison, GDP grew 
at a vigorous 3.7% annual rate during the 
1990s expansion that lasted slightly less than 
10 years. Here’s why some economists are still 
on the fence about the growth prospects for 
the U.S. economy in the coming months.

Mixed Signals

There are signs that the United States could be 
nearing the end of the expansion phase of the 
current business cycle, while other indicators 
suggest that U.S. households are still in a fairly 
strong position to continue powering growth.

Full employment. Since early 2018, there have been more 
job openings than workers to fill them, so theoretically 
there is now a job for everyone who wants one. Even so, 
workers’ wages are taking longer than normal to recover. The 
unemployment rate held steady at a 50-year low of 3.6% in 
May 2019, although hiring by U.S. employers also took a 

notable drop.

Bond market warning. The yield on three-
month Treasuries was higher than the yield on 
10-year Treasuries for several weeks in May 
and June, which can be a sign of looming 
economic trouble. An inversion in the curve, 
which occurs when short-term yields are 
higher than longer-term yields, is typically (but 
not always) followed by a recession in the 
next two years.
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Room for optimism. The last two recessions were brought on 
by the bursting of major asset bubbles, specifically Internet 
company stocks (March 2001) and housing (December 2007).

Currently, there are no obvious examples of heavily overvalued 
assets. Inflation has remained low, and overall household debt 
seems to be at sustainable levels.

World Trade Wildcard

In a survey conducted by the National Association for Business 
Economics, 56% of its members cited the escalating trade 
conflict as the biggest downside risk to economic growth in 
2019. If trade talks between the United States and China fail 
to ease tensions, tariffs could cut more deeply into the profits of 
U.S. companies and/or push up costs for consumers.

Second-quarter 2019 earnings of U.S. corporations are 
projected to show a decline of 2.6%, following a 0.4% decline 
in the first quarter. If that projection comes to light, it would mark 
the largest year-over-year slide in earnings since the second 
quarter of 2016. Already, modestly rising wages and higher 
material cost (partially due to tariffs imposed on traded goods) 
have started to cut into profit margins. 

Fed Policy Update

The Federal Open Market Committee (FOMC) has raised the 
federal funds rate nine times since 2015 (to a range between 
2.25% and 2.5%). It’s normal for the Federal Reserve to tighten 
financial conditions and remove support for the economy as 
it strengthens, but this is a tricky task. There are now some 
concerns that interest rates may have risen higher than the 
economy can tolerate, hindering growth.

At its June 2019 policy meeting, the FOMC left interest-rate 
policy unchanged, and for now the Fed’s economic outlook 
remains positive. Still, GDP growth is expected to slow from 
3.0% in 2018 to about 2.0% in 2019.

However, the Fed’s June statement noted increased uncertainty 
and said the committee intends to “closely monitor the 
implications of incoming information for the economic outlook 
and will act as appropriate to sustain the expansion.” This 

language was widely interpreted as laying the groundwork for 
a rate cut in the near future. Projections show that seven out of 
17 FOMC members expect the central bank to cut rates by half 
a percentage point by the end of 2019.

One Federal Reserve official (St. Louis Fed President James 
Bullard) dissented and recommended cutting rates immediately. 
Bullard has argued recently that a rate cut might provide some 
“insurance” in case a slowdown is sharper than anticipated. 
On the other hand, a rushed rate cut that turns out to be 
unnecessary could leave the Fed with less room to aid the 
economy if it encounters a serious slowdown or an unexpected 
shock down the road.

Watching for Recession

The National Bureau of Economic Research (NBER) is the 
organization entrusted with dating the turning points in U.S. 
business cycles. Though a recession is often defined as two 
consecutive quarters of declining GDP, the NBER relies on a 
broader set of markers. It defines a recession as “a significant 
decline in economic activity spread across the economy, lasting 
more than a few months, normally visible in real GDP, real 
income, employment, industrial production, and wholesale-retail 
sales.”

Many recessions occur unexpectedly when the economy is 
operating at peak levels. And even with the benefit of hindsight, 
it took a full year for the NBER to gather all of the necessary 
data and declare the official beginning of the last recession.

The hard truth is that whenever the economy takes its next 
downward turn, you probably won’t see it coming, and you 
may not even know about it until months after it happens. For 
this reason, it might be wise to have a financial strategy that 
takes ever-changing economic conditions into account.

U.S. Treasury securities are guaranteed by the federal 
government as to the timely payment of principal and interest. 
The principal value fluctuates with market conditions. If not held 
to maturity, Treasury securities could be worth more or less than 
the original amount paid. v
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By one estimate, a 65-year-old couple who retire in 2019 
may need about $300,000 in savings to pay their healthcare 
expenses in retirement. This includes premiums for Medicare Parts 
B and D, supplemental (Medigap) insurance, and median out-of- 
pocket prescription drug expenses, but not other health expenses 
such as long-term care, dental care, and eye care.

Health expenses are rising faster than inflation, and even insured 
workers are finding it harder to pay their portion from year to 
year (premiums, copays, coinsurance, and deductibles), much 
less plan for the future. The stakes are even higher for early 
retirees (younger than 65) and self-employed individuals who 
must purchase their own health insurance and bear the entire 
cost themselves.

A health savings account (HSA) is a tax-advantaged account 
linked with a high-deductible health plan (HDHP). They work 
together to help you cover your current health-care costs and also 
save for your future needs.

Tax Trifecta

HSAs offer several tax benefits to help encourage diligent saving.

1)  Pre-tax contributions can often be made through an employer 
via payroll deduction, or you can make contributions yourself 
and take a tax deduction whether you itemize or not. Either 
way, HSA contributions reduce your adjusted gross income 
and federal income tax for the current year.

2)  Any interest or investment earnings compound on a tax-
deferred basis inside the HSA.

3)  Withdrawals are tax-free if the money is spent on qualified 
medical expenses. When HSA money is spent on anything 
other than qualified medical expenses, withdrawals are taxed 
as ordinary income, and an onerous 20% penalty applies to 
taxpayers under age 65.

Depending on your state, HSA contributions and earnings may 
or may not be subject to state taxes.

Contribution Rules

The maximum HSA contribution limit in 2020 is $3,550 for 
individual coverage or $7,100 for family coverage. This annual 
limit applies to all contributions, including those made by you, 
your family members, or your employer. You can contribute an 
additional $1,000 starting the year you turn 55. Once you sign 
up for Medicare, you can no longer contribute to an HSA.

Funds roll over from year to year and are portable, which means 
they are yours to keep. When HSA balances reach a certain 
threshold, you can steer the funds into a paired account with 
investment options similar to those offered in a 401(k). You can 
make 2019 contributions up to April 15, 2020.

Pros and Cons

HDHPs are designed to help control health costs. HSA owners 
are forced to pay attention to prices, so they may select 
lower-cost providers and be more likely to avoid unnecessary 
spending. On the other hand, some people with HDHPs might 
be reluctant to seek care when they need it, because they don’t 
want to spend the money in their account. A high deductible can  
 

make it difficult to pay for a costly medical procedure, especially 
if there hasn’t been much time to build up an HSA balance.

To be eligible to establish or contribute to an HSA, you must be 
enrolled in a qualifying high-deductible health plan — an HDHP 
with a deductible of at least $1,400 for individuals, $2,800 for 
families in 2020. Workers who are offered HDHPs (as a choice 
or their only option) or purchase their own insurance often face 
much higher deductibles. In 2019, the average deductible for 
employer-provided HDHPs was $2,486 for individual coverage 
and $4,779 for family coverage.

Qualifying HDHPs also have out-of-pocket maximums, above 
which the insurer pays all costs. In 2020, the upper limit is 
$6,900 for individual coverage or $13,800 for family coverage, 
but plans may have lower caps. This feature could help you 
budget accordingly for a worst-case scenario.

Premiums are typically lower for HDHPs than traditional health 
plans. Until the deductible is satisfied, members usually pay  
more up-front for services such as physician visits, surgery, and  
prescriptions, but typically receive the insurer’s negotiated discounts. 

Some preventive care, such as routine physicals and cancer 
screenings, may be covered without being subject to the 
deductible. Under new IRS guidance issued in July 2019, the 
list of preventive care benefits that HDHPs may provide was 
expanded to include certain medications and treatments for chronic  
illnesses such as asthma, diabetes, depression, heart disease, 
and kidney disease. Providing this coverage encourages patients 
to seek care before problems become more serious and costly. 

Retirement Strategy

Another HSA benefit is that account funds not needed for health 
expenses are available for any other purpose after you reach 
age 65. Although HSA funds cannot be used to pay regular 
health plan premiums, they can be used for Medicare premiums 
and qualified long-term care insurance premiums and services 
that you may need later in life.

If you can afford to fund your HSA generously while working, 
some of those dollars could be left untouched to accumulate for 
many years. You could even pay current medical expenses out of 
pocket and preserve your HSA assets for use during retirement. But  
save your receipts in case you have an unexpected cash crunch. 
You can reimburse yourself for eligible expenses at any time. 

Compare Carefully

Open enrollment is the time of year when employers typically 
introduce changes to their benefit offerings. If you purchase your 
own health insurance, you might also be presented with new 
options for 2020. The bottom line is that choosing and using 
your health plan carefully could help you save money. If you 
choose an HDHP, make sure to contribute the premium dollars 
you are saving to your HSA, and more if you can.

Before you sign up for a specific plan, read the policy 
information and look closely for any coverage gaps or policy 
exclusions, consider the extent to which your prescription drugs 
are covered, estimate your potential out-of-pocket costs based on 
last year’s usage, and check to see whether your doctors are in 
the insurer’s network. v

Could a Health Savings Account Help  
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About 43% of small employers (with fewer than 500 employees) 
applied for credit in 2018, up from 40% in 2017. Fortunately, 
nearly half of applicants received the full amount requested — 47% 
in 2018, slightly higher than the previous year.

Even though the credit market has become friendlier overall, smaller 
companies often find it more challenging to obtain credit than 
larger firms.

Here are some common types of financing that might be available 
to help small businesses expand, pursue new opportunities, or 
cover operating expenses.

Bank Loans

Many financial institutions restrict lending to the most creditworthy 
businesses, and even qualified owners may need to contact many 
banks before finding one that is willing to offer financing. Small 
banks tend to have higher approval rates than large banks, but 
significant collateral and documentation of stable profits are often 
required. New or fast-growing small businesses — even healthy 
ones with good prospects — are often rejected.

On the other hand, improving property values could allow some 
business owners to tap home equity to help secure business loans, 
cash-out mortgage refinances, or lines of credit.

SBA Loans

The U.S. Small Business Administration guaranteed more than $25 
billion in loans issued by participating banks in fiscal year 2018. 
The program often makes it easier to qualify for financing and 
may offer more competitive terms and longer repayment periods. 
However, SBA loans also require “worthwhile” collateral, and it can 
take several months for qualified applicants to complete the process 
(through a local bank or online) and receive the funds.

Fast Cash

A newer crop of lenders using digital technology to approve 
smaller, short-term loans can sometimes be used to access cash 
quickly, but they often charge higher interest rates and fees. 
Some loans may be backed by business assets such as securities, 
equipment, inventory, and accounts receivable. In 2018, 32% of 
applicants seeking loans, lines of credit, or cash advances turned 
to online lenders.

Credit Cards

Business accounts often charge higher interest rates and offer fewer 
financial protections than personal accounts. Using a business 
credit card responsibly, however, is one way that a new business 
could help establish the positive credit history it might need to 
obtain larger bank loans in the future. v

A Quick and Dirty Guide to Credit
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ANY QUESTIONS? 
PLEASE CONTACT US. 
WE ARE GLAD TO 
SERVE YOU IN ANY 
WAY THAT WE CAN.


