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• CURRENT ECONOMIC CONDITIONS 

• REASONS FOR THE RECENT MARKET VOLATILITY 

• LONG TERM INVESTING PRINCIPALS 

• INVESTMENT ADVICE TO SHARE WITH CHILDREN & 
GRANDCHILDREN 

• Q&A 

AGENDA 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

CURRENT ECONOMIC CONDITIONS 
Underlying market fundamentals are strong but have a lack of visibility 

•  Market Positives  

– Strong economy 

– Robust labor market 

and wage growth 

– Tax reform 

– Strong earnings 

– Falling valuations 
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MARKET STRENGTH: ROBUST EARNINGS 
GROWTH SUPPORTED BY TAX REFORM & 
INCREASED BUSINESS REVENUES 
Full year 2018 S&P 500 EPS growth rate is expected to be over 20% 

Source: FactSet 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

MARKET STRENGTH: U.S. EARNINGS CONTINUE 
TO OUTPERFORM OTHER COUNTRIES 
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MARKET STRENGTH: STRONG LABOR 
MARKET AND WAGE GROWTH 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

MARKET STRENGTH: HOUSEHOLD NET 
WORTH AT ALL TIME HIGHS 

6 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

SO WHY THE RECENT WEAKNESS IN THE 
STOCK MARKET? 
S&P 500 down 10% between October 3, 2018 and November 23, 2018 
•  Market weakness due to: 

– Concerns regarding Federal Reserve policy and rising interest rates 
– Uncertainty regarding trade disputes and tariffs 
– Fear that operating margins, earnings, and global growth have peaked 

and will fall in 2019 
 

7 Source: Wall Street Journal 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

October 3rd  
 “Interest rates are still accommodative … we're a long way from 
 neutral at this point, probably.” 
 

November 28th 
 “Interest rates are still low by historical standards, and they remain 
 just below … neutral for the economy” 

 
 

FED POLICY CAUSING VOLATILITY 
Federal Reserve Chairman Jerome Powell’s comments on the future path 
of interest rates have changed and are heavily scrutinized by the markets 

8 Source: FactSet & Wall Street Journal 
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RISING INTEREST RATES HAVE SLOWED 
EXISTING HOME SALES 

Source: FactSet 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

FED POLICY CAUSING VOLATILITY 
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TRADE DISPUTES & TARIFFS ARE ALSO 
CAUSING VOLATILITY 
Most recent trade data shows global trade continuing to grow but at a 
much slower rate with the first round of tariffs taking effect 

11 Sources: LHS - Haver Analytics - World Trade Volume as of Aug 31, 2018, New Export 
Orders as of Oct 31, 2018. RHS – Capital Economics as of Oct, 31 2018. 
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TRADE DISPUTES & TARIFFS ARE ALSO 
CAUSING VOLATILITY 
 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 
• Remember the market does not move in a linear fashion 

• Use volatility to your advantage, not to your detriment 

• Diversify to reduce risk 

13 
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MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

Stock Market Returns by Calendar Year 
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MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 

Positive Returns Negative Returns 
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MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 
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MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 
Since 1980 the average year has included a market drop of 13.8% yet the 
average annual return is 8.8% 
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MAKE INVESTMENT DECISIONS BASED ON 
YOUR LONG TERM GOALS & RISK TOLERANCE 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

ADVISE CHILDREN AND GRANDCHILDREN 
TO TAKE A LONG TERM APPROACH 

 
“Someone’s sitting in the shade today because 

someone planted a tree a long time ago.” 
- Warren Buffett     

19 
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EDUCATION REMAINS VALUABLE 
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INVEST EARLY AND DOLLAR COST AVERAGE 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

INVEST EARLY AND BENEFIT FROM THE 
MIRACLE OF COMPOUNDING 
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TAKE ADVANTAGE OF TAX DEFERRED 
INVESTMENT OPTIONS 

Source: J.P. Morgan Asset Management 
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HEALTH SAVINGS ACCOUNTS (HSA) ARE VALUABLE, 
CORE LONG TERM INVESTMENT VEHICLES 
Family maximum contribution of $6,900; single maximum contribution of $3,450 
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EVEN IN RETIREMENT, A LONG TERM APPROACH 
IS OFTEN WARRANTED 



  
  
 

 
   

 
  

   

  
  

   

  
  

   

  
  

   

 
  

   

 
  

   

 
  

   

QUESTIONS? 
 
 
Thank You, 

 Gary Rolain 
 (920) 433-3294 
 Gary.Rolain@AssociatedBank.com 
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