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Market Review & Update

FALL 2019

October is the most volatile month on average and it has not disappointed on that front in
its first few weeks of trading. This month tends to have daily return fluctuations greater
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No matter how much politicians try to
be omnipresent and have had some suc-
cess in moving the markets temporar-
ily, the Federal Reserve (Fed) and the
economy are the factors that will pro-
vide the ultimate direction for the mar-
kets. The third quarter of 2019 saw the
Fed lower interest rates for the first
time since 2008 when they drove short
term rates down to the lowest practical
rate (or so we thought) of zero.
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than all the other months by a noticeable
margin and several reasons have been pos-
ited for this increased volatility.

Everything from corporate third quarter
earnings releases to seasonal economic fac-
tors to national elections have been cited but

e whatever the ultimate determinants may be,
_ U the present global economic and national
o political environments that we are experi-
o encing may cause us to see continued vola-
o tility even as we move out of October and
= into next year. So with that as our encour-
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aging introduction lets take a peek at what is
going on currently.

Federal Funds Target Rate

Thia Fed lowers the larget rale 1o maintain economic growth and raises it 10 fight inflation
In 2004, the contral bank began sefting target rates as a range, rather than a single rate
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Since that time other countries have raised the ante and pushed rates below zero with Ger-
many and others providing investors with negative yields for nearly every maturity from

three months to thirty years. The Fed

termed their interest rate cuts as a “mid-

cycle adjustment” and not part of a
strategy to lower interest rates further.
The market however is betting on an
additional cut in the short term funds
rate when the Fed meets again on Octo-
ber 30th. These past and future poten-
tial interest rate cuts can help prevent a
sustained inverted yield curve and get
in front of a potential slowdown but it
also means less interest income poten-
tially from fixed income portfolios po-
tentially pushing some investors to
search for yield in riskier asset classes.
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A thankful beneficiary of lower yields is the federal government which continues to borrow (spend!) at close to his-
torically low interest rates. The expected budget deficit of almost one trillions dollars is projected to continue for

The 2019 federal budget as long as government forecasters can see. Admittedly government

C:;'?ase""e forecast, USD tnllions budget forecasters predictions are typically not very accurate when
sas5 |  Totaisponding:sasn looking out more than a few years due to economic and political

N ot changes but they are a bit better than Microsoft CEO Steve Ballmer’s
535 ; . forecast in 2007 when he said “There’s no chance that the iPhone is
530 5 going to get any significant market share. No chance.” The structure
25 | Dl of the federal budget and the fact that finding any adults in Washing-
s20 . $1,2670n (26%) ton DC is as rare as one of your Courier Capital portfolio managers
s1s ] . getting a hole in one in golf means that we will likely see consider-
s10 able budget deficits for the near term future. The expectation is the
s0s US and many other national governments are relying on low interest
500 rates to help stimulate their economy to a point where tax receipts

Total government spending Sources of financing

CBO's Baseline economic assumptions will bring in enough revenue to cover the cost of higher interest rates

on their debt but the reality is spending equals votes and any excess
funds will more than likely find their way into new or more spending.

The economy has slowed a bit but continues to grow at a slightly faster than 2% pace though there are a few head-
winds. The US-China trade dispute continues with a verbal Phase 1 deal agreed to at this point and the General
Motors unionized workforce is still on strike with small ripple effects beginning to manifest but many data points
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signal continuigg optimism: Unemploment is near hi'stoFic? Household net worth

lows at 3.5% with over a million more jobs open than individuals Not seasonally adjusted, USD billions
seeking a position (7,051,000 open jobs versus 6,000,000 people $120,000 -
looking for work), the US consumer has remained resilient as house-
hold spending is rising at a strong pace, household net worth is at an
all-time high, and overall inflation has been running below 2% so
we are enjoying moderate growth without the pressure of increasing  $60,000
inflation providing an environment for potential future equity gains.
As we move into next year we will continue reading the tea leaves

for signs of any changes to this economic climate. R .y A S
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We will talk to you soon!

Courier Capital, LLC (“Courier Capital”) is an SEC registered investment adviser located in Buffalo, New York and Jamestown, New York. Registration does not imply a certain level of
skill or training. For information pertaining to the registration status of Courier Capital, as well as its fees and services, please refer to our disclosure statement as set forth on Form ADV,
available upon request or via the Investment Advisor Public Disclosure Website(www.adviserinfo.sec.gov). The information contained herein should not be construed as personalized in-
vestment advice or a solicitation to buy or sell any security. Investing in the stock market involves risk of loss, including loss of principal invested, and may not be suitable for all investors.
Past performance is no guarantee of future results. This material contains certain forward-looking statements which indicate future possibilities. Actual results may differ materially from the
expectations portrayed in such forward-looking statements. As such, there is no guarantee that any views and opinions expressed in this material will come to pass. Additionally, this mate-
rial contains information derived from third party sources. Although we believe these sources to be reliable, we make no representation as to the accuracy of any information prepared by an
unaffiliated third party incorporated herein, and take no responsibility therefore. All expressions of opinion reflect the judgement of the authors as the date of publication and are subject to
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