The Hefter Report – August 2019
On the morning of August 1st, the US stock indices were near record highs with the Dow Jones Industrial Average up
15.47% YTD to 26,583. But then later that day, President Trump sent the markets tumbling with his tweet declaring a 10%
tariff on the remaining $300 billion in Chinese goods being sent to the US. The Dow plunged 700 points after the
annoucement, closing down 400 points on the day.
Since then, due to the strong dollar and new tariffs, we have been lightening up on international securities and generally
lowering overall risk. Until that tweet, the general consensus seemed to be that, with an election in 2020, Trump would
continue the trade truce with China. It’s been reported Commerce Secretary Wilbur Ross, Treasury Secretary Steve
Mnuchin, and Economic Advisor Larry Kudlow all argued for that strategy. Only hawkish US Trade Representative Peter
Navarro made the case for imposing new tariffs. Unfortunately, it appears the President listened to Navarro.
Between the time of his initial tweet and his follow up announcement of a partial delay on tariffs for some goods, the DJIA
dropped an additional 6.2%. The damage from international trade uncertainty has continued to spread across global
economies. By Wednesday, August 14th, the US 2 year note had fallen below the 10 year for the first time since 2007.
Such an inversion is often a harbinger of an upcoming recession.
Historically, August and September are the weakest months for the US stock market. Considering all these factors, we
remain cautious in the near term but still believe the secular bull market remains intact. Stock market indices could be
higher by year end and higher still going into the 2020 election. Technical indicators provide support for the S&P 500 at
the 200 day moving average at 2794, (approximately 1.6% lower than the August14th close). Additional support levels are
at the May 2019 closing low of 2745. We will consider investing cash should the market reach those levels.
We still anticipate that trade war tensions should ease prior to November 2020 while interest rates and inflation will likely
remain low. Until a trade deal is reached we remain overweight the US markets relative to the global equity index, which
is down 1.12% over the past 12 months. Typically our favorite managers are those who invest in companies that are
expected to increase dividends and grow earnings. With global interest rates at historically low levels, we believe the hunt
for yield will continue, in turn benefiting equities, preferred stocks, high yield municipal bonds and global diversified bond
funds.
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Disclosures
This report has been prepared for informational purposes only, is subject to change without notice, is not all encompassing and is not a solicitation or an offer to buy any security or
instrument or to participate in any planning or trading strategy. Wells Fargo Advisors Financial Network did not assist in the preparation of this report. The opinions expressed in
this reportare those of the author(s) and are not necessarily those of Wells Fargo Advisors Financial Network or its affiliates. Statistical information has been obtained from sources
believed to bereliable, but its accuracy and completeness are not guaranteed. All investing involves some degree of risk, whether it is associated with market volatility, purchasing
power or aspecific security, including the possible loss of principal. Asset allocation and diversification are investment methods used to help manage risk. They do not guarantee
investmentreturns or eliminate risk of loss including in a declining market. Past performance is not a guarantee of future results and there is no guarantee that any forward looking
statementsmade in this report will be attained. Since each person’s situation is different you should review your specific investment objectives, risk tolerance and liquidity needs with
yourfinancial professional before selecting a suitable planning, savings or investment strategy.
S&P 500 Index: The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value weighted index with each stock's
weight in the Index proportionate to its market value.
Stocks are subject to market risk which means their value may fluctuate in response to general economic and market conditions, the prospects of individual companies, and industry
sectors. Investments in equity securities are generally more volatile than other types of securities. There is no guarantee that dividend-paying stocks will return more than the overall
stock market. Dividends are not guaranteed and are subject to change or elimination.
Investing in foreign securities presents certain risks not associated with domestic investments, such as currency fluctuation, political and economic instability, and different
accounting standards. This may result in greater share price volatility. Investing in emerging markets accentuates these risks.
Investments that are concentrated in a specific sector or industry may be subject to a higher degree of market risk than investments that are more diversified.
Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise
in interest rates can result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments of interest and/or principal. This risk is heightened in lower
rated bonds. If sold prior to maturity, fixed income securities are subject to market risk. All fixed income investments may be worth less than their original cost upon redemption or
maturity.
There are special risks associated with an investment in real estate, including credit risk, interest rate fluctuations and the impact of varied economic conditions.
Lending and other banking services available through Wells Fargo Advisors (NMLS UI 2234) are offered by banking and non-banking subsidiaries of Wells Fargo & Company,
including, but not limited to Wells Fargo Bank, N.A. (NMLSR ID 399801), Member FDIC, and Wells Fargo Home Mortgage, a division of Wells Fargo Bank, N.A. Certain
restrictions apply. Programs, rates, terms, and conditions are subject to change without advance notice. Products are not available in all states. Wells Fargo Advisors is licensed by
the Department of Business Oversight under the California Residential Mortgage Lending Act and the Arizona Department of Financial Institutions (NMLS ID 0906158). Wells
Fargo Clearing Services, LLC, holds a residential mortgage broker license in Georgia and is licensed as a residential mortgage broker (license number MB2234) in Massachusetts.
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