
On Januar y 30, 2019, w ith a w ind chi l l  of 50 below , Spectrum hosted our  
19th Coffee House Seminar  fol lowed by an open house, featur ing our  new  
second f loor  Spectrum Presidents Café. Even though i t was colder  than 
Antar ctica, we sti l l  had over  100 guests attend the open house. A big 
thank you to al l  those who braved the cold and w ind to attend. Our  guest 
speaker  for  the Coffee House Seminar  was Em i ly Roland , Head of Capital 
Markets Research at John Hancock Investments for  the past 10 years. 
Emily presented an easy-to-understand global markets outlook. Due to 
weather  conditions and cancellations, we are providing a summar y of 
her  presentation w ith two of our  favor i te char ts from the presentation.

Emily discussed the Leading Econom ic Indi cator s (LEI ) char t show n 
below , which provides insight into the under lying dr iver s of the U.S 
economic activi ty.  The LEI r eading turned negative, (turquoise decl ining 
bars), pr ior  to each of the past seven economic r ecessions (show n by the 
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l ight blue shaded areas). According to Emily, the r ecent posi tive r eadings 
(green bars) tel l  us that the U.S. economy continues to grow  at a healthy 

pace and t hat  a r ecession i s un l i kely i n  the nex t  12-18 m onths. 

Emily also explained that the economic momentum abroad slowed dow n 
in 2018, and that peak global grow th is l ikely behind us.   Emily ci ted a 
number  of headw inds for  the global economy in 2018.  Fir st the ongoing 
slowdow n in China was l ikely made worse by the US-China tr ade 
tensions, and f i l tered through to many Chinese tr ading par tner s.  For  
example, the German auto-industr y took a hi t as China had i ts f i r st 
annual decl ine in auto sales in almost 30 years.  Uncer tainty sur rounding 
Brexi t also continued to be a challenge.  The United Kingdom is scheduled 
to leave the European Union on March 29, 2019, but the terms and 
cir cumstances of that separation are sti l l  ver y unclear.  Lastly, although 
the US economy l ikely grew  by more than 3% in 2018, a consequence of 
that grow th was four  more r ate increases from the Federal Reser ve 
(making a total of nine since 2015), and ultimately a stronger  U.S. dol lar , 
which is harmful to many emerging markets.  Coincidental ly, on Januar y 
30, the day of Emily's presentation, the Feder al  Reser ve m ade i t  of f i ci al  
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t hat  i t  w i l l  be pat i ent  and data dependent in determining future interest 
r ate changes.  A pause or  end to the r ate hikes could  weaken the US 
dollar , r emoving some of the headw inds for  international stocks. 

Emily agrees w ith our  assessment that what happened last year  appears 
to be close to a ?non-recessionar y bear  market?. A bear  market is a stock 
market decl ine of 20% or  more. They are typical ly accompanied by 
r ecessions, but sometimes they occur  when the economy is sti l l  grow ing, 
as i t is today.   The char t below  shows the drawdow ns in the S&P 500 
index since 1950, w ith r ecessions shaded. Non-recessionar y bear  markets 
have typical ly been shor ter  and smaller  than the average recessionar y 
bear  market. Since 1950, the average bear  market loss dur ing a r ecession 
is 38.24% w ith the average time to r ecover  to the pr ior  peak at 4.63 years. 
In contrast, dur ing non-recessionar y bear  markets (l ike we exper ienced 
in 4Q18) the average market decl ine is 27.39%, w ith the average time to 
r ecover  to the pr ior  peak at 1.6 years. 

In summar y, economic data suggests that the U.S. economy remains 
r elatively strong w ith low  r isk of a near  term recession.  Bottom l ine, 
don't make any big bets, stay balanced and stay the course.  

Mark your  calendar  for  our  next Coffee House Seminar  on May 8, 2019, 
featur ing former  Mar ine Sgt . Edgar  Har r el l , one of 11 r emaining 
sur vivor s of the sinking of the USS Indianapolis, which delivered key 
components of the atomic bomb to Tinian Island dur ing Wor ld War  II , 
only to be sunk by a Japanese submar ine four  days after  del iver ing i ts 
cargo. Of the 1,196 men aboard, only 317 sur vived shark attacks, 
hypothermia, dehydration and salt-water  hal lucinations. An incredible 
stor y.  I f  you can't make the event you can read Edgar 's book enti tled, Out 
of the Depths, or  watch the movie, USS Indianapolis: Men of Courage.
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