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 Flat equity returns this year mask considerable volatility that may signal an inflection point for markets. 
Stock prices seem reluctant to follow accelerating economic growth in the US amid investor fears that 
reflation will poke a gradualist Fed into more aggressive tightening. Additional angst stems from the 
potential for a widespread and protracted trade war that could inflict lasting damage on the international 
ecosystem of trade agreements and regulations 
 

 On July 6
th
 the US officially put into force tariffs covering some $34 billion in Chinese imports with talk of 

ratcheting the level up to half a trillion dollars, while trading partners applied or prepared retaliatory 
actions. Trade restrictive measures have increased over the last few years and populist nationalists from 
both the left and the right are challenging the global interdependence model 
 

 The globally coordinated monetary accommodation that helped markets shake off threats to the post-
Great Recession economic recovery has now splintered into different paths, with the Euro-zone and Japan 
maintaining a loose stance and US policy makers shifting to fiscal stimulus that has propelled growth and 
pushed inflation toward the Fed's 2% symmetrical target 
 

 We expect the FOMC to hike rates by December 2018, which would push the Fed funds rate to 2.25%-
2.50%. The Fed wants to maintain its maneuverability on interest rates in the event of an economic 
downturn that necessitates monetary accommodation. Still, the Fed may end the expansion in the usual 
way, by over-tightening. The probability of such an outcome increases slightly with each strong data 
reading on inflation, housing, confidence and other measures. Signs of trouble exist with 2-yr/10-yr US 
Treasury yield curve heading toward inversion 
 

 Higher interest rates also drive dollar strength. Consequences of a strengthening reference currency 
include pressure on smaller, highly indebted economies that may encounter difficulty via a liquidity crunch 
or run on their currencies. We have already seen weakness in the Turkish lira and Mexican peso, and an 
IMF intervention to help Argentina defend its currency 
 

 The US administration's gamble that growth-driven corporate and individual tax collections will rise to 
offset tax cuts may pay off. If not, though, public debt-to-GDP in the US may rise to uncomfortable levels 
and drive up borrowing costs for the US Treasury. That would exacerbate any downturn as borrowing 
costs increase across the spectrum of businesses that need to refinance their debt 
 

 We see continuing volatility in the markets, particularly in equities, and are beginning to question the 
resilience of the market to potential shocks from an escalating trade war and possible geopolitical flare-
ups. With general uncertainty and the possibility of a true inflection developing, the LISI Investment 
Committee voted at its late-June meeting to keep Tactical Asset Allocations as is, but determined to watch 
upcoming data and events carefully for signs of a definitive turn in the fortunes of the markets 
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IMPORTANT RISK DISCLOSURE STATEMENT 
 
Bank Leumi USA is a subsidiary of Bank Leumi le-Israel, B.M., an Israeli bank founded in 1902.  In the U.S., banking products and services are 

provided through BLUSA, and brokerage products and services are provided by Leumi Investment Services Inc.  Leumi Investment Services Inc. is a 

member of FINRA ) and SIPC (www.sipc.org), and is a wholly-owned subsidiary of Bank Leumi USA. 

Non-deposit investment products offered through Bank Leumi USA and Leumi Investment Services Inc. are: 

                * Not insured by the FDIC or any other federal or government entity 

                * Not guaranteed by Bank Leumi USA, Bank Leumi le-Israel, B.M., or any other bank 

                * Subject to investment risks, including possible loss of the principal amount invested. 

 

All investors must carefully consider the risks, charges, fees, and expenses, review the prospectus or other offering information if applicable, and 

consider their personal financial situation and tolerance for risk before making any investment. If the information discussed in this communication 

concerns insurance, emerging markets, structured products, or other securities or securities-related product sold by or through Leumi Investment 

Services Inc. or Bank Leumi USA, please go to www.leumiusa.com/bank-disclosures for possible additional important disclosure information 

concerning the product or service. 
 Leumi Investment Services, Inc. is a securities broker-dealer registered with the US Securities and Exchange Commission and various state 

securities regulators in the United States.  Leumi Investment Services Inc. is not registered with, and does not intend to register with, regulatory 

authorities outside the United States. Leumi Investment Services Inc. does not offer any services to persons outside the United States that would 

require Leumi Investment Services Inc. to become a registered or licensed in any non-US jurisdiction. 

In accordance with applicable local law, Leumi Investment Services Inc.’s personnel may, from Leumi Investment Services Inc.’s office(s) in the 

United States, privately place certain securities with non-US persons.  This material is being provided to you in connection with securities referenced 

in this communication (the “Securities”). The Securities will be privately offered and restrictions may apply to subsequent transfers.  Any non-US 

investor who acquires the Securities does so under the investor’s own responsibility.  Without limiting the foregoing, Leumi Investment Services 

Inc. provides the following notices: 

Notice to residents of Mexico: 
The Securities may not be publicly offered or traded in Mexico unless the same are offered or traded pursuant to the provisions of Article 8 of the 

Mexican Securities Market Law (Ley del Mercado de Valores) and regulations issued thereunder.  The information contained herein is solely the 

responsibility of the issuer of the Securities and has not been reviewed or authorized by the Mexican National Banking and Securities Commission 

(Comisión Nacional Bancaria y de Valores). 

The Securities offered have not been and will not be registered with the Registro Nacional de Valores (National Registry of Securities) of the CNBV.  

Neither this nor any other offering material related to the offering of the Securities may be utilized in connection with any general offering to the 

public within the United Mexican States for the purpose of the sale of the Securities.  Any investor of Mexican nationality who acquires the Securities 

will do so under (his) (her) (its) own responsibility. 

Notice to residents of Brazil: 
The Securities have not been and will not be publicly issued, placed, distributed, offered or negotiated in the Brazilian capital markets and, as a 

result, have not been and will not be registered with the Brazilian Securities Commission (Comissão de Valores Mobiliários, the CVM). 

 Notice to residents of Panama: 
The Securities have not been and will not be registered with the Superintendency of Securities Market of the Republic of Panama under Decree-Law 

No. 1 of 8 of July of 1999, as amended by Law No. 67 of 1 of September of 2011 (the “Panamanian Securities Act”) and may not be offered or sold 

within Panama except in certain limited transactions exempt from the registration requirements of the Panamanian Securities Act.  The Securities do 

not benefit from the tax incentives provided by the Panamanian Securities Act and are not subject to regulation or supervision by the 

Superintendency. 

The Securities may be sold without registration to persons in Panama who qualify as Institutional Investors. The exemption from registration will only 

continue to be valid, and the offer will not be subject to registration before the Superintendency, if, within the first year following the purchase of the 

shares by Institutional Investors under this exemption, Institutional Investors only offer and/or sell the acquired shares (a) to other Institutional 

Investors, and (b) by means of a private offering.  If the aforementioned offer is made, within the first year following the purchase of the shares by 

Institutional Investors under this exemption, by means of a public offering, the shares will be subject to registration before the Superintendency. 

Notice to residents of Uruguay: 
This is a private offering.  The Securities have not been registered before the Central Bank of Uruguay. 

Confidentiality and Restriction on Further Distribution of Materials 
The materials that accompany these disclosures are provided to certain persons as part of a private offering of the Securities.  These and any other 

materials provided by Leumi Investment Services Inc. are confidential and are intended solely for the recipients to whom Leumi Investment Services 

Inc. provides them.  They may not be reproduced or distributed to other persons.  These materials may not be utilized in connection with any public 

offering of the Securities. 
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