3RD QUARTER 2019

I

hope your first official month of summer has

been enjoyable!

In this edition of Tempus Tidings, Tempus University
features a brief overview of the economic cycle and
transitionary periods. That in mind, I feel this topic
is so important that we are planning a series of
workshops titled “Reset Ready?” for this fall.

I believe this point in the economic cycle presents an
opportune time to revisit the Tempus approach to
risk and investment management. I will encourage
you to consider attending and bring guests to hear
this important information!

I hope you enjoy the rest of your summer and
start gathering your shredding for the August 10th
shred day! As always, please call the office at
any time with questions or concerns. I sincerely
thank you for being a part of Team Tempus!

Briany

PRACTICE UPDATES
New Meeting Procedures

Tempus Website

To enhance the service we provide, we our introducing
a few new items for all in-office appointments. Upon
arrival, Amanda will ask you to provide a brief update
on any life events that have occurred since your last
meeting. In addition, we will also be updating any
immediate family information we may be missing.
You will also be asked to complete a survey on our
new office iPads which should take no longer than
a few minutes, covering your personal tastes and
preferences!

Over the long holiday weekend, we upgraded our
site by moving to a new server and in the process,
experienced a period of downtime. Although the
issues were resolved, we do apologize for any
inconvenience or concern this may have caused.
To reiterate, the personal financial website and
account access are links to encrypted websites and
are not built into the Tempus site. Now that the site
has been transferred to the new server, we expect
little to no performance issues going forward!
Effective July 1, we announced a new blog post
which will be updated at the beginning of each
month called “Tempus Research Update.” We feel
it is important to keep you well informed regarding
the economic and market volatility data we track
and how this information impacts the asset
allocation decisions we make in each of the
quantitative strategies we offer.

MARKET UPDATE
As of 6-30-2019, the S&P 500 Index returned 18.5%, the US Aggregate Bond Index returned 6.1%, and the MSCI EAFE (global
index) returned 14.0%. Following an overall downward trend this year, the VIX (volatility index) ended the quarter at 15.08 and
then dropped further to 12.39 as of July 12 close, just a few points above its level one year ago.
Here are a few of the key topics of conversation that we feel currently deserve the most attention:
• Longest expansion in U.S. history: June of 2019 marked the 10th year anniversary of the current economic expansion and
crowned it the longest in U.S. history, eclipsing the previous record held by the technology boom which occurred between 1991
and 2001(1). However, economies and markets do not have the same understanding of time as we do. As the former chairwoman of the Federal Reserve told economists at a conference on January 4th, “I don’t think that expansions just die of old age”
(1). Therefore, even though the current economic expansion has graduated to the longest on record, it does not solely provide
justification for an oncoming recession. One thing is sure, the current positioning of the U.S. economy in the economic cycle is
new territory for everyone involved. As we previously conveyed, we view the current period in the marketplace as transitionary
for that reason.
• The Economy and the Fed: Federal Reserve interest rate policy is fueled by economic data such as jobs growth, wage
growth, unemployment rates, and productivity. If figures continue to come in strong, such as June’s jobs report which stated
that 224,000 jobs were added (2), then the prospect of interest rates remaining unchanged will increase as well. This could be
problematic for equity markets that already assume a rate cut is coming. If we do not see a rate cut, we expect to see shortterm volatility increase. Overall, our indicators are not signaling a U.S. recession in the next six months. If the economy does
slow to a pace that is below expectation, then the Federal Reserve will have some options to help stimulate the economy.
• Trade and Headline Risk: Another indicator of transitionary periods is the sensitivity to headline risk. Currently the most
prominent headline outside of economic reporting is that of the ongoing trade discussion between the two largest economies in
the world, the U.S. and China. While the U.S. and China emerged from the G20 summit in June with a temporary trade truce, we
look for a more longstanding resolution between the two in the form of an official agreement during future rounds of negotiations. Furthermore, the U.S. has begun to threaten tariffs on additional countries and unions such as Mexico, Vietnam, and the
European Union, which can cause economic slowdown for all parties involved. As opposed to headlines that can spread around
the world quickly; trade policies take extended periods of time to implement and enforce. Therefore, until lasting agreements are
put into place, we will not be surprised if the market’s turn volatile if headlines regarding trade persist without resolution.
Looking Ahead: The first half of 2019 finished strong with the S&P 500 closing the mid-year at +18.54% on a total return basis
after it had reached new all-time highs by June 20th. Of course, the returns of 2019 were on the heels of a volatile 2018 which
ended negative for the year. However, with international developed nation’s showing low growth as well as low inflation rates,
U.S. fixed income, and equities remain attractive. For the current U.S. economic expansion to continue its course, we would like
to see continued strength from the jobs market, as well as a trade resolution between participating nations.
Bottom Line: We continue our optimistic outlook for the remainder of the year and believe that U.S. stocks can improve
performance. However, there are important variables such as underlying economic data that can have an impact on Federal
Reserve interest rate policy, which can then affect fixed income and equities markets. Other sources of volatility most likely will
be centered around trade tariffs, as a long-term agreement has not yet been cemented between the U.S. and China. Although
the current economic expansion is the longest in U.S. history, we do not expect a recession within the next six months and will
continue to monitor the data on an ongoing basis.
(1) https://www.economist.com/graphic-detail/2019/07/02/americas-economic-expansion-is-now-the-longest-on-record
(2) https://www.wsj.com/articles/what-the-june-jobs-report-tells-us-about-the-u-s-economy-11562252400

The Economic Cycle:
Transitionary Period

In the context of an economy, the traditional meaning of a
transition or transitionary period is the time during which a
country moves from a centrally planned economy to a free or
market-based economy. However, a transitionary period is also
known as an occurrence that tends to materialize near the later
portion of an economic expansion. The latter is the focus of this
Tempus University course.

Economic Cycle Overview
The economic cycle is the natural ebb and flow of the economy,
typically defined in four stages: Expansion, Peak, Contraction,
Trough. In some cycles, the recessionary portion may even shift into a
period of depression when significant economic decline materializes.
After reaching the trough (or bottom), the economy then moves to a
recovery period leading to expansion and so on, the cycle continues.
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Transitionary Period

Peak
Rec
essi
on

on

ansi

Exp

Transitionary Period

Dep

ry
ove
Rec

ress
io

n

Trough

Transitionary Period Defined

Transitionary economic periods can be identified through several characteristics including:
1. Conflicting economic data with at least one data point that causes major concern, such as an inverted yield curve.
2. Developed market governments begin stimulating economy, such as the US Fed pausing or cutting interest rates.
3. Headlines or other transient pieces of data have an abnormally large effect on equity markets, such as the losses in
Q4 2018 and the subsequent recovery.

Q:

How does Tempus manage assets
through the economic cycle?

A:

Tempus adheres to a quantitative approach that utilizes algorithms to
collect, calculate and monitor the macro-economic and market volatility
data we believe to be most relevant historically to provide optimal
allocations in every phase of the economic cycle.

Quantitative Data We Track
Economic

Market

Economic Growth
Output
Orders
Sales
Economic Sentiment
Labor
Confidence
Prices

Market Valuation
Risk
Balance Sheet
Relative Value
Market Technicals
Rates
Volatility
Momentum

Bringing It All Together
•
•
•
•

We believe we are currently in a transitionary economic period. It is important to note that transitionary periods can be very
different from each other, making it difficult to determine a successful investment strategy that “always” works.
To navigate this unknown, we recommend utilizing an ecosystem of strategies with different mathematical approaches and believe
this may mitigate the risk of having an entire portfolio relying on a single approach.
Due to the unpredictable nature of when a transitionary economic period will begin and end, maintaining a diversiﬁed ecosystem
of strategies provides the opportunity to be appropriately allocated.
A diversiﬁed ecosystem based upon algorithms that actively collect, monitor and analyze key macro-economic and market data
provides a powerful tool to weather all economic cycles confidently.

26 Nesbitt Road, Suite 255
New Castle, PA 16105

TASTES OF TEMPUS
Don’t forget! If you have a recipe you would like to share, we would love to feature it here. Please send it to Amanda at amanda@tempusadvisory.com.

Zucchini Pizza Casserole
Prep Time 20 Minutes | Cook Time 40 Minutes | Ready in 60 Minutes
Ingredients
4 cups shredded unpeeled zucchini
½ teaspoon salt
2 large eggs
½ cup grated Parmesan cheese
2 cups shredded part-skim mozzarella cheese – divided
1 cup shredded cheddar cheese – divided
1 pound of ground beef (turkey or Italian sausage)
½ chopped onion
1 can (15 ounces) Italian tomato sauce
1 medium green or sweet red pepper – chopped

Directions
1 Preheat oven to 400 degrees. Place zucchini in a colander; sprinkle with salt.
Let stand for 10 minutes, then squeeze out moisture.
2 Combine zucchini with eggs, Parmesan and half of mozzarella and cheddar cheeses.
Press into a 13x9 in or 3-quart baking dish. Bake 20 minutes.
3 Meanwhile, in a large saucepan, cook beef and onion over medium heat, crumbling
beef, until meat is no longer pink; drain. Add tomato sauce, then spoon over
zucchini mixture.
Sprinkle with remaining cheese; add pepper. Bake until heated through,
about 20 minutes longer.

UPCOMING EVENTS
Check out our events for this year. If any are appealing to you, please be sure to let our office know so we can reserve your spot!

Description

Date

Time

Location

Annual Shred Day

August 10, 2019

9AM to 11AM

Tempus Office Parking Lot

Client Appreciation Event

September 7, 2019

6PM to 10PM

Tempus Office Parking Lot

Elder Care/Asset Protection Workshop

November 19, 2019

2PM & 6PM

The Crane Room

Pie Day

November 27, 2019

10AM to 3:30PM

Tempus Office for Pickup

