Financial Wanderings

June 2018 A masterful examination of the previous month’s financial events, written by Brad Blackburn, CFP ©

(and made even awesomer by Andrea Dickerson
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Why didn’t the markets celebrate the Trump/Kim summit?

After Donald Trump and Kim Jong Un Another factor is that all we have so far

became BFF’s, the risks of war on the is a vague agreement on both sides.

Korean peninsula dropped significantly. None of the hard stuff has been dealt
CIECGRIET GO There’s no doubt a war would have with yet: What does “denuclearize”

. ) _ been terrible news for the stock market mean? What will the inspections look
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et Elsmea] and world economy, not to mention like? What's the timeline? Those are the
121 Cottage Ave millions of lives. So why didn’t the stock tricky things.
. market celebrate?
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Although the commen-
tary in this newsletter has
been thoroughly re-
searched, well-reasoned
and contains many im-
pressive multi-syllabled
words, please enjoy it
responsibly. There are

many economic minds = ’ ’ ‘ However, it’s a good start. From the
G R e lmu-ul The first reason is that most of the good

U CERCCIRUE AN e\s happened months ago. Once both
can’'t agree on even the far better place than we were a year

S e il I sides stopped threatening each other

LHERRR I INCIGEIERITCICEH  with nuclear annihilation, the markets e Y ,
please enjoy this news- about “fire and fury” again, | wouldn’t

: were happy. Had something really gone
letter with the full under- PRy 8 Ve expect the markets to pay much atten-

SEne eI EVA - Wrong with the talks, | think the markets
entirely wrong.

standpoint of the markets, we are in a

ago. Unless Trump and KJU start talking

tion to North Korea.
would have reacted negatively.
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Un-sychronized global growth?

Over the last couple years, one of the most popular
phrases in the financial world was “synchronized
global growth.” The idea was that all the major econ-
omies in the world (America, Europe, Japan and Chi-
na) were finally growing together, which was very

helpful to the American economy and stock market.

However, as much as a strong global economy can
help us, it can also pull us down. The last big drop in
the stock market was in early 2016, and China was a
big reason for that drop. Similarly, in 2011 & 2012, a
crisis in Europe caused major drops in the stock mar-
ket (remember Greece?). Unfortunately, similar wor-
ries are starting to creep into the financial world.
Both Europe and Japan are looking weaker, and Chi-
na recently had a string of surprisingly bad economic
reports. No one is predicting a recession in any of

those places any time soon. However, it’s not good

news if the global economy is slowing.

On the other hand, it doesn’t seem to be hurting the
American economy so far. The May jobs report was
stellar, consumer confidence and business confi-
dence are high, and Americans are still buying lots of

expensive, unnecessary things.

The only semi-bad recent economic news was our 1st
quarter GDP of only 2.2%. However, even that isn’t
terrible news. Our 1st quarter GDP has been notori-
ously weak for years, and economists can’t quite fig-
ure it out. They usually blame it on stormy winter

weather keeping people at home.

Most economists think our GDP will bounce back in
the 2nd quarter to 3%-4%, or even higher — which
would quickly make everyone forget about our lack-
luster 1st quarter. So, we are still doing well here in
America. Let’s hope the rest of the world can keep it

together.

The trade war is on. Why aren’t the markets scared?

After months of tough talk, the trade war is on.
We’'ve officially implemented tariffs, and the world
has retaliated. We are feeling the impacts right here
in the Wenatchee Valley as our apples were hit with
tariffs by both Mexico and India. »
Similar stories are playing out all
over America. This looks like the
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start of something the financial
world has feared since Trump
won the Presidency. So why isn’t L
the stock market freaking out?

The most obvious reason for the calm stock market is
the strong economy. It’s hard for the markets to tank
when the economic numbers are so solid. However, |

also think the markets are understanding Trump a

little better.
With Trump,
everything is a
sales pitch or a

negotiation.

(Cont. on page 3)



(The trade war is on. Why aren’t the markets scared?.....continued from page 2)

He’s gone from saying China was “raping our coun-

try,” to recently tweeting that there were “too many
jobs lost in China.” Just a few weeks ago, his Treasury
Secretary announced that “the trade war is on hold.”

But now we’ve enacted S50 billion in tariffs on China.

So, Trump’s words don’t reflect what is true, or even
what he really believes. When he tweeted that “trade
wars are good and easy to win,” he was just bluffing
that he’s silly enough to think that. I'd prefer that my
adversaries see me as serious
and knowledgeable. But he is
clearly trying to negotiate. |
think the markets are taking

solace in that realization.

However, | worry that the markets are ignoring a cou-
ple risks. First, this is a very delicate situation with

high stakes. Even if this is all a negotiation and neither
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The opinions and views expressed herein are those of Brad Blackburn as of the date of this publication and are subject to change at any
time without notice. This newsletter is for informational purposes only and is not sufficient for making an investment decision and does

side wants a major trade war, it’s not hard to imagine
things spiraling out of control — which is the worst-

case scenario.

Even if Trump plays this perfectly, and a year from
now we have the greatest trade deal in the history of
the universe with China, there’s still the question of
how much damage could be done to the economy un-
til that time. Trump has started trade fights not only
with China, but also with Mexico, Canada, Japan, and
Europe. In other words: All of our major trading part-
ners. That uncertainty has to paralyze our business

world to some degree.

However, a little uncertainty is a lot better than an all-
out trade war. The markets are still betting that it’s
not going to get too nasty. Our economy is pretty
strong right now, so unless things get crazy, | think

we’ll be okay.
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reliable, but we do not guarantee that the foregoing material is accurate or complete. Any decisions you make based upon the infor-
mation contained in this newsletter or otherwise are your sole responsibility.

Securities identified in this newsletter do not represent all of the securities purch
burn Financial, LLC and its employees may, from time to time, hold positions in securities discussed in its newsletters. It should not be
assumed that an investment in the securities identified will be appropriate or profitable to any particular investor. Past performance
may not be indicative of future results.
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The Dow Jones Industrial Average (DJIA), commonly known as “The Dow,” is an index representing 30 stocks of companies main-
tained and reviewed by the editors of the Wall Street Journal. The NASDAQ Composite Index is an unmanaged index of securities
traded on the NASDAQ system. One cannot invest directly in an index.
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