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THE CURRENT VIEW 

Despite the recent sell-off, investors enter the summer season 

with U.S. equity markets within a stone’s throw of all-time 

highs.  An upside surprise to 1st quarter GDP, coupled with 

strong employment numbers and tame inflation, have acted 

as the perfect offset to the chaotic political and trade rhetoric 

that continues to create headlines.  The strength of the market 

rebound experienced over the last five months begs the 

question whether the old adage of sell in May and go away 

will be prophetic again this year. 

 A deeper dive into the numbers suggests that economic 

growth is slowing. An inversion of the yield curve at the short-

end of the market, unemployment rates that have bounced off 

of record low levels,  an increase in lay-off announcements,  

and concerns in certain segments of both the auto and 

housing sectors, all lend credence to this train of thought.    

Bonds posting gains in   tandem with this run in stocks, 

possibly infers trouble lies ahead.  Any downturn, though 

unsettling, should be viewed as a natural consequence of an 

expansion of this duration. 

The deflationary impact of globalization and technology appear to be impacting bond markets around 

the world. Despite both economic growth and an abundance of liquidity, we are witnessing low or 

negative yields on many sovereign bonds. The lack of inflation despite an extended period of growth is 

both puzzling and a worry for policymakers. 

 With an election year in the offing, one would expect the administration to do its utmost to forestall 

any downturn. However, the ongoing trade discussions with China and the possible escalation of 

tariffs create additional headwinds.  It is likely that the Democrat controlled congress will concentrate 

their efforts on various Trump investigations in the near-term, and will not be a cooperative ally in the 

administration’s efforts to boost or maintain economic momentum.   

Strong 
rebound   
in stocks 
leads to 
more 
cautious 
outlook 
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THE CURRENT VIEW: (continued)

Market action and economic data, though slowing, are not sounding alarm bells. However,  given the 

length of the current economic expansion and bull market it is easy for investors to forget the cyclical 

nature of both the economy and the financial markets. It is human nature to extrapolate more recent 

experience as a guide to future results. This leads us to be the most optimistic in the best of times and 

conversely pessimistic when times are bad. However, as long-term investors we know the opposite to 

be true, that expected returns are better when optimism and valuations are low. When investors 

become sanguine it is time to worry.   

Based on current data, we believe a more neutral stance to equities is warranted, with an overweight 

to the U.S. market versus global stocks.   Extending duration in the fixed income portion of portfolios 

will provide a hedge against the possibility of lower rates in the future, while maintaining higher 

allocations to cash provides dry powder in the case of any market pullbacks. 

Thank you for your trust in us. We value our 
relationship with you. If you have friends, family 
or colleagues that could benefit from our range of 
Wealth Management services, we would be 

honored by your referral. 
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BOYS, ARNOLD SPOTLIGHT ON
RON NORRIS 

Ron joined Boys, Arnold in 1989 and has been keeping us up to date with technology ever since. He 

has seen more systems upgrades and hardware improvements that most of us can count. Ron makes 

sure our data is safe and carefully backed up. He ensures that all Boys, Arnold employees have the 

technology they need to do their jobs effectively and efficiently. Ron is a sports car enthusiast and a 

musician. He enjoys guitars almost as much as he enjoys computers. 


