
10/7/2019 Constant Contact : Emails : Customize Your Campaign

https://ui.constantcontact.com/rnavmap/emcf/email/create?copyCampaign=9303e9ae-f760-4878-97cb-78e0ae3a6a5c 1/3

Here's To Your Wealth

Q2 Review and 2019 Stock Market Outlook

Dear Mark, 

Global economic growth has slowed largely due to the uncertainty around global
trade and slowing growth inside China. There is a lot of pressure on both the leaders
of China and the U.S., to work out a trade deal at the G-20 meeting or sometime this
year. Failure to at least make some progress will be a disappointment for stocks. On
the other hand, progress on the trade front, which we believe will happen (if not at
this upcoming meeting but shortly thereafter), will benefit global growth and be a
net positive for stocks. However, since a trade deal could also help economy, it may
keep the Federal Reserve from lowering interest rates.

Click here to watch last week's discussion with CNBC's Brian Sullivan.  

Will The Fed Raise Fed Funds Rates?

Notes from the recent Federal Reserve Open Market Committee (FOMC) meeting
indicate the Committee expressed concerns that downside economic risks had
increased. Chairman Powell made it clear in the press conference that his concerns
on the U.S. economy were driven by uncertainty about US tariff policies and global
growth. Any deal with China will alleviate much of that uncertainty which is why
the trade talks are so important to stock prices. We expect a modest trade deal and
not a robust, comprehensive agreement. We also expect this tension with China to
be a permanent condition, but in the spirit of mutual self-interest we expect a
modest deal sometime this year that keeps both economies moving forward.

The stock market is juggling several disparate global pressures: Iran sanctions,
Brexit, China trade, and continued European weakness. While this creates
uncertainty for investors, none of these concerns are new. Iranian sanctions were in
place for most of the current stock rally. The Iranian risk at this point is more
geopolitical - if Iran chooses to continue to taunt the U.S. into taking aggressive
action.
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Pessimism and worry have been present throughout this ten-plus year rally. We hear
it all the time, but ironically, pessimism is actually bullish for stocks. Euphoria
generally is more dangerous than pessimism (think the March of 2000 NASDAQ
and tech crash, and the boom in the mid-2000's with everyone buying houses that
many thought could never decline in price!)

As long as the U.S. economy remains strong, corporate earnings pick up in Q4, and
the Fed doesn't get hawkish, the stock rally could continue. There are too many
factors in favor of the U.S. economy to abandon risk assets:

Higher wages (plus 3% year over year)
Low unemployment (3.6% in May)
Modest oil prices
Low interest rates (spurring a surge in refinances putting cash in pockets)
Reasonable valuations (forward P/E around 17)

To be sure there are trouble spots around the globe. For example, developed Europe
remains a problem with structural unemployment, weak financials, onerous
regulation, a lack of innovation, and domestic budget disputes. To those who repeat
that tired "Europe is so undervalued it is attractive", just look at a 20-year chart of
the leading French stock market index, the CAC 40, which is at November of 1999
levels. As a result, we expect the U.S. to continue to outperform European markets.

Overall, we expect that markets will remain volatile if we don't get trade progress. If
investors are legitimately concerned about a breakdown in trade talks, it might be
helpful to also remember that this could lead to interest rate cuts by the Fed which
are often beneficial for stock investors. Therefore, carefully building your
investment strategy, staying with your plan, and remaining invested through
uncertain times is usually a smart move.

Please call us if you have any questions about your unique situation.

Thank You From The Entire Potomac Wealth Advisors, LLC Team.

________________________________________________________

Feel free to forward this commentary to family, friends, or colleagues. If you would
like us to add them to the list, please reply to this e-mail with their e-mail address
and we will ask for their permission to be added.
  
Potomac Wealth Advisors, LLC
15245 Shady Grove Road, Suite 410            
Rockville, MD  20850
Phone: 301.279.2221
Fax: 301.279.2230
Email: Support@PotomacWealth.com

Securities and Investment Advisory Services offered through H. Beck, Inc., Member FINRA/SIPC. 6600
Rockledge Drive, 6th Floor, Bethesda, MD 20817 301.468.0100. Potomac Wealth Advisors, LLC is not
affiliated with H. Beck, Inc.   

The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock
Exchange and the NASDAQ.  The average is comprised of 30 stocks that represent leading companies in major industries.  The
Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in
general.

The material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast
of future events, or a guarantee of future results. This information should not be relied upon by the reader as research or
investment advice regarding any funds or stocks in particular, nor should it be construed as a recommendation to purchase or
sell a security. Past performance is no guarantee of future results. Investments will fluctuate and when redeemed may be worth
more or less than when originally invested.
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