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TOTAL RETURN - S&P 500 INDEX 

2017 2018

LARGEST MARKET PULLBACK -2.8% -19.8%

RECORD HIGHS 62 18

# DAYS WITH >1% VOLATILITY 8 64

21.8% -4.4%

US GDP GROWTH 2.5% 3.0%

S&P EARNINGS GROWTH 11.9% 21.1%

INFLATION 2.1% 1.9%

C O M P A R I S O N  O F  T W O  V E R Y  D I F F E R E N T  Y E A R S



SOURCE: BLOOMBERG, STANDARD AND POORS
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SOURCE: DEUTSCHE BANK, BLOOMBERG
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W H A T  H A P P E N E D  I N  T H E  F O U R T H  Q U A R T E R ?

SOURCE: JP MORGAN & BLOOMBERG
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R E C E S S I O N
S C O R E C A R D

SOURCE: BLOOMBERG
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# Recession Warnings 0 6 8 3



MARKET 
CORRECTION

CENTRAL 
BANK 

RESPONSE

6 MONTHS 
AFTER 
LOW

1. 1984 -14% Fed funds cut 20%

2. 1988 -34% Fed funds cut 19%

3. 1998 -19% Fed funds cut 40%

4. 2010 -16% QE2 & PBoC
eased 24%

5. 2011 -19% OT announced 29%

6. 2016 -13% Fed paused 20%

AVERAGE -19% 25%

M A R K E T  R E C O V E R I E S  D U R I N G  N O N - R E C E S S I O N A R Y  C O R R E C T I O N S

SOURCE: EVERCORE ISI



-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

EPS % PE % Annual Price Return

2 0 1 8  E A R N I N G S  G R O W T H  W A S  C O M P L E T E L Y  O F F S E T  B Y  
V A L U A T I O N  C O N T R A C T I O N

SOURCE: BLOOMBERG



20.6%

13.6%

5.0%

-0.5%

-5%

0%

5%

10%

15%

20%

25%

Above Average/
Accelerating EPS

Above Average/
Decelerating EPS

Below Average/
Accelerating EPS

Below Average/
Decelerating EPS

A
ve

ra
g

e 
1 

Y
ea

r 
F

o
rw

ar
d

 R
et

u
rn

s

SOURCE: BLOOMBERG

S L O W E R G R O W T H  C A N  S T I L L  L E A D  T O  S T R O N G  R E T U R N S



SOURCE: BLOOMBERG, CORNERSTONE MACRO
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SOURCE: BLOOMBERG
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SOURCE: BLOOMBERG

25% on $267 bln
3/1/2019

10% on $200 bln
9/24/2018

25% on $34 bln
7/6/2018

TOTAL IMPORTS 
FROM CHINA

$517,000,000,000

T A R I F F  R E C A P



25% on $16B
8/23/2018

25% on $34B
7/6/2018

10% on $200B
9/24/2018

Threat at unknown rate on
$267B

T A R I F F  R E C A P

SOURCE: BLOOMBERG



SOURCE: FACTSET, LAZARD
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SOURCE: BLOOMBERG
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SOURCE: BLOOMBERG
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CASH FLOW
PLANNING

STRATEGIES

Daniel A. Barnett, CFA
PORTFOLIO MANAGER



O U R  A P P R O A C H  T O  C A S H  F L O W  P L A N N I N G



Potential Cash Flow 
“Disruptions” How to Plan For..

Poor Market Returns
(sequence-of-returns risk)

Diversification across asset classes

Conservative asset allocation around retirement age

Flexible spending

Inflation Risk Owning stocks and real assets

Healthy understanding of living expenses

Bad Behavior CNBC Sabbatical

Limit frequency of checking account balances



Facts
Portfolio Value: $1,000,000

60% Stock/40% Bond Portfolio

Annual Withdrawals: $40,000

Retire in 1966

How to Plan For
Portfolio Diversification

Conservative allocation around   
retirement years

Flexible Spending

Year Real Return Value
1966 -5.2% $908,367
1967 11.4% $972,052
1968 3.6% $966,775
1969 -10.9% $821,237
1970 3.3% $808,512
1971 8.5% $837,451
1972 9.7% $879,020
1973 -14.9% $708,157
1974 -22.6% $507,967
1975 17.5% $556,909
1976 13.5% $592,368
1977 -9.2% $498,083
1978 -3.8% $438,993
1979 0.5% $401,075
1980 8.6% $395,437
1981 -6.9% $328,021
1982 18.5% $348,837
1983 12.6% $352,622
1984 5.3% $331,422
1985 21.6% $363,109
1986 15.2% $378,196
1987 0.2% $338,825
1988 7.8% $325,140
1989 18.6% $345,516
1990 -3.9% $291,995
1991 20.2% $311,012
1992 4.3% $284,461
1993 6.4% $262,639
1994 -2.5% $216,035

1995 25.2% $230,392
Average ROR 5.1%

Mrs. Smith
Year Real Return Value
1995 25.2% $1,211,613
1994 -2.5% $1,141,145
1993 6.4% $1,174,070
1992 4.3% $1,184,840
1991 20.2% $1,384,313
1990 -3.9% $1,290,141
1989 18.6% $1,489,711
1988 7.8% $1,565,410
1987 0.2% $1,528,013
1986 15.2% $1,719,827
1985 21.6% $2,051,829
1984 5.3% $2,121,221
1983 12.6% $2,347,473
1982 18.5% $2,742,703
1981 -6.9% $2,512,545
1980 8.6% $2,687,804
1979 0.5% $2,660,556
1978 -3.8% $2,518,585
1977 -9.2% $2,247,779
1976 13.5% $2,512,345
1975 17.5% $2,912,242
1974 -22.6% $2,213,473
1973 -14.9% $1,843,944
1972 9.7% $1,983,548
1971 8.5% $2,112,678
1970 3.3% $2,142,845
1969 -10.9% $1,868,920
1968 3.6% $1,895,680
1967 11.4% $2,072,062

1966 -5.2% $1,925,075
Average ROR 5.1%

Mr. Button



Inflation Risk
Owning Stocks and Real Assets

Healthy understanding of spending 
patterns

Prices double every 25 years (on 
average)



Bad Behavior
CNBC Sabbatical (media makes money selling 
headlines)

Limit frequency of checking account balances

You only lose money if you sell
something at a loss!



What if you never had to worry about money for the rest of your life?



TAX 
PLANNING

CONSIDERATION

Skye Barry, CFA
PORTFOLIO MANAGER





Under the old tax plan, 70% of filers used the standard deduction

Under the new tax plan, 90% of filers will use the standard deduction

Standard deduction doubled
• Individuals: $12,000 ($13,300 over 65); Married filing jointly: $24,000 ($26,600 over 65) (2018)

• Deductions increase with inflation

Personal exemptions eliminated

Child tax credit increased from $1,000 to $2,000 per child

S T A N D A R D  D E D U C T I O N



Property, state and local taxes – Limited to $10,000 in 2018

Mortgage interest – Limited up to $750,000

Home equity loan interest – Only if used to buy/build/improve home

Medical expenses – Deductible if over 7.5% of AGI in 2018, 10% in 2019

Miscellaneous deductions eliminated

Lower income tax rates across the board

Changes are temporary, due to revert back to prior law in 2026

I T E M I Z E D  D E D U C T I O N



Qualified charitable distributions from an IRA
• Those 70½ and older may transfer up to $100,000 directly to charity, tax free

Gifts of appreciated stock
• Consider concentrated positions given long bull market

Donor Advised Fund
• Bunching gifts using a Johnson Charitable Gift Fund

C H A R I T A B L E  G I V I N G  S T R A T E G I E S



Estate tax exemption doubled to $11.4 million / $22.8 million
• Reverts to prior law in 2026

Right assets to the right people at the right time in the right way

Johnson Trust Company continues to be a great resource

E S T A T E  T A X  C O N S I D E R A T I O N S



JASON O. JACKMAN, CFA
jjackman@johnsoninv.com

JOHNSONINV.COM

800.541.0170

CINCINNATI

CINCINNATI | KENWOOD

CLEVELAND | AKRON

COLUMBUS

DAYTON

THANK YOU!
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