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“Note to salary setters: Pay your people the
least possible and you’ll get from them the
same.”
-Malcom Forbes
The economic recovery has finally filtered down to
the masses with income increases greater than the
rate of inflation. According to the Bureau of Labor
Statistics the fourth quarter of 2018 yielded a wage

and salary increase of 5% compared to the
Consumer Price Index for All Urban Consumers
(CPI-U) of 2.2% over the same time period. 1 This is
good news given a true economic recovery cannot
continue without participation by all. Many have
argued that this recovery, starting in March 2009,
has benefited the wealthy asset holders (equities,
real estate, etc.) and not the wage earner. From the
bottom of the markets I would agree. However,
when you take a deeper dive it’s not so much the
case. Take for example the return of the S&P 500. If
you take the return from March 2009 to March 2019
the return is exceptional, up approximately 275%! 2
But when you look back to the top of the market in
March 2000 the S&P 500 is up approximately 95%.
Not that 95% is bad, but when you annualize the
return it’s only 3.56%...not nearly as impressive.
Median Household Income 2 did not fare as well
from January 2009 to June 2018, (latest data) up
approximately 20%. However, going back to
January 2000 Median Household Income was up
53%, or 2.27% annually. 3 Not that a differential of
1.3% annually is a good thing, it’s just not as bad as
some media scores would have you believe.
Income inequality is a real problem in our country
that needs to be addressed. The middle class is
shrinking due to the shifting of job opportunities.
Union jobs once plentiful have left, going to
emerging countries seeking lower employment
costs. These were high paying jobs with great
benefit packages. Jobs that were mainly in the
manufacturing sector of the economy employed a
significant portion of the middle class. As the
“Globalization” effect occurred, these jobs began to
fade away leaving these highly paid displaced
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workers without broad based skills and few
opportunities. Places like Youngstown, Flint,
Detroit, Allentown, etc.…began to struggle and
towns fell into disrepair as did their communities.
Drug and alcohol addiction became rampant and a
generation was lost! Getting back on track will take
a monumental effort and the focus will be on the
younger generation, giving them training and job
skills to compete in today’s economy. Kind of
reminds us of the displaced white-collar middle
manager of the 1980’s when technology came into
vogue. Productivity surged but the displaced
worker never found his/her way back to the same
level of employment. Those that did emerge did so
by reinventing themselves.
I believe the solution will be multifaceted and will
require unique strategies. Ray and Barb Dalio,
through the Dalio Foundation, have teamed up with
Connecticut State Government. The goal is to keep
22% of at-risk students from disengaging from
education. Their belief is that the $900 million
Connecticut spends on incarceration would
decrease meaningfully by getting these kids to
successfully complete high school and finding
decent employment. The $100 million the Dalio
Foundation donated was matched by the state and
earmarked for education. Many believe public and
private partnerships such as this is a step in the
right direction. Judd Gregg, former Senator and

Governor of New Hampshire, said recently that our
politics have turned more toward a nation of envy
vs. that of opportunity. We need to have our citizens
believe in the potential each of us have and the
possibilities in achieving great things! I believe with
education and training many more doors will open
for the disengaged and disenfranchised.
Update
Earnings season is upon us. Speculation is that
we’re headed for an “Earnings Recession”. What
that means is that coming out of a year that featured
a boost from tax reform, earnings will either flat line
or have negative growth compared to last year same
quarter. The concern would be earnings staying on a
negative trend. We believe earnings will rebound
and this quarter is more of a “settling” process,
digesting our Trade Negotiations with China and
the European Union. It appears one of the potential
speed bumps has been softened, that of the Federal
Reserve’s acting aggressively to normalize interest
rates. Chairman Powell has backed away from his
“3 more increases in 2019” to the possibility of no
more rate increases! He further stated that decisions
on rates would be “Data Dependent”. So far, so
good. We’ll keep an eye on earnings and all that
impact them. Recession worries seem to be pushed
into 2020/21…We’ll be watching closely!

IMPORTANT DISCLOSURES

The information set forth was obtained from sources believed to be reliable, but we do not guarantee its accuracy or completeness. Past performance is no
guarantee of future results.
The views expressed herein are those of the author. All opinions are subject to change without notice. Neither the information provided, nor any opinion
expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results.
This information has been prepared solely for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security
or other financial instrument, or to participate in any trading strategy.
Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment strategy will work under all market
conditions.
Holdings are subject to change daily, so any securities discussed in this profile may or may not be included in your account if you invest in this investment
strategy. Do not assume that any holdings mentioned were, or will be, profitable.
The performance, holdings, sector weightings, portfolio traits and other data for an actual account may differ from that in this material due to various factors
including the size of an account, cash flows within an account, and restrictions on an account.
Top holdings, sector allocation, portfolio statics and credit quality are based on the recommended portfolio for new investors as of the date specified. Holdings
lists indicate the largest security holdings by allocation weight as of the specified date. Other data in this material is believed to be accurate as of the date this
material was prepared unless stated otherwise.
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market. An investment cannot be made
directly in a market index.
Tax laws are complex and subject to change. Wells Trecaso Financial Group, LLC does not provide tax or legal advice and are not “fiduciaries” (under ERISA, the
Internal Revenue Code or otherwise) with respect to the services or activities described herein except as otherwise agreed to in writing by Wells Trecaso Financial
Group. Individuals are encouraged to consult their tax and legal advisors (a) before establishing a retirement plan or account, and (b) regarding any potential tax,
ERISA and related consequences of any investments made under such plan or account.
Securities offered through IFS Securities, Inc., Member FINRA/MSRB/SIPC. 3414 Peachtree Road NE, Suite 1020, Atlanta, GA 30326. IFS Securities Inc. and Wells
Trecaso Financial Group, LLC not affiliated. Securities offered through IFS Securities are NOT FDIC INSURED, NOT BANK GUARANTEED, and MAY LOSE
VALUE. Please contact your financial advisor for information regarding specific investments. Investing involves risks, including possible loss of principal. Please
consider the investment objectives, risks, charges and expenses of any security carefully before investing.

