. HANOVER
The Hanover Advisor Rt T

May 2019

First Quarter GDP Beats Expectations, but May Not Tell the Whole Story

The U.S. economy beat all estimates and grew by 3.2 percent in the
first three months of the year, putting to rest fears of an imminent recession.
December saw severe market volatility and a government shutdown that con-

tinued into the new year. These factors had many worrying that we would

join the rest of the globe in sluggish economic growth.

While Q1 may have bucked expectations, it does not paint an entirely rosy picture. Much of the GDP
growth was driven by business inventories. Amidst ongoing trade tensions, American businesses are stockpil-
ing now, and producing more than they are selling. While this created a boost in Q1, it may hinder GDP in

future quarters as the supply on hand exceeds demand for new production.

Consumer demand was also muted for the quarter. Consumer spending, which accounts for two-thirds
of U.S. economic activity, grew by just 1.2 percent in the first quarter. This was down from 2.5 percent
growth in Q4 2018. Some of this slowdown can be attributed to the delay in tax returns caused by the govern-
ment shutdown, and consumption is expected to rebound. Investment in business and construction slowed

from the previous quarter, and housing investment contracted.

Still, the GDP for the first quarter shows the U.S. economy is continuing to perform well, and that
America may be inured from the slowdown being felt in many other parts of the globe. It should also be noted
that these are not final numbers. The GDP figures will be revised twice in the coming weeks, providing a

fuller picture of our economic health.

Hope for the Best, but Prepare for the Worst

Financial Planning in case of Alzheimer’s or Dementia

Estate planning is always a tough conversation to have. Even though we may hope to put it off as long
as possible we all realize that our time will come, and we will need to have our affairs in order so that our
loved ones can be cared for after we are gone. There are other aspects of estate planning though that are just
as difficult to consider but less certain to impact our lives. One such aspect is Alzheimer’s and other types of

dementia.

Dementia can throw a wrench in the gears of even the most well thought out financial plan, but few of
us are adequately prepared for this. In cases of dementia, it is not enough to simply have an estate plan that

handles taxes and bequests. You should also have a financial and legal arrangement completed that authorize
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; a caregiver—or two—to step in and manage your business affairs and
healthcare. A 2014 report conducted by Merrill Lynch found that just
1 in 4 families had discussed how their parents will be cared for as
they get older. The same study found that only 40 percent of people

older than 50 have a written healthcare directive.

the possibility of Alzheimer’s and hope that we will not need to be prepared, but the odds are against us. Alz-

It is understandable that many of us would rather not consider

heimer’s is one of the fastest growing diseases. The Alzheimer’s Association estimates that there are 5.8 mil-

lion Americans living with Alzheimer’s today. By 2050, that number is projected to rise to nearly 14 million.

Of course, as people live longer the disease becomes more prevalent. Fully 10 percent of people over
65 have Alzheimer’s and at 71, that percentage jumps to 14. By age 85 nearly one-third have the disease.
With odds like that it is imperative that you have a plan in place to ensure that you are properly cared for ac-

cording to your pre-determined wishes.

The most important steps to take are to establish a power of attorney, create a living will, and designate
a healthcare proxy (also referred to as a Health Agent). A power of attorney (POA) is an agreement in which
a person who needs assistance grants legal power to a person who will act on their behalf. There are a myriad

of different types of POAs, each with their own directives and scopes of legal authority.

POAs can be set up to cover healthcare so that someone can make decisions regarding your care on
your behalf. They can also cover finances in order for someone to handle your bills or make decisions about
your investments and holdings. They can be limited so as to only cover a specific task such as selling a house
and arranging a move into an assisted living community. With so many options it is important that you meet
with an estate planning professional to determine the best course of action. It is also important to take action
on this sooner rather than later. A POA agreement must be made when all parties are of sound mind. Waiting
until after an Alzheimer’s diagnosis could create legal problems down the road. You can set up what is called
a “springing” POA that can be established now but will not take effect until certain conditions are met. For
example, you could create a healthcare POA that would “spring” into effect if you become incapacitated or
otherwise unable to manage your affairs.

It is also important for you to establish a Living Will. This is a document that gives advance directives
regarding medical care. If you become unable to communicate your wishes, this legal document will give
your physician instructions on how you want your care handled. Without a Living Will your family and care-
givers may be left uncertain about how your end-of-life care should be approached. Because a Living Will
may not cover all potential circumstances, it is also important to establish a healthcare proxy which empowers
an individual of your choice to make decisions regarding your care. Having this established can avoid argu-
ments among your family about who should have final say with regards to your care.

The best thing you can do is to begin planning as soon as possible. Once you have a plan it is also im-
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portant to regularly review it. State laws may be altered or life circumstances can change. Relocations, di-
vorces, or deaths can alter your plans dramatically. It is also important for children to know their parent’s
wishes. End-of-life planning can be a difficult topic to broach, but thinking about and planning ahead for your

future well-being will make it easier to start the conversation with your loved ones.

This column was contributed by Frank Johnson.
Frank can be reached at fjohnson@hanoveradvisorsinc.com

Canada’s Economic Troubles Could Migrate South
While the U.S. economy is beating expectations, our neigh-
bor to the north has seen its economy practically grind to a halt in /( g - \
recent months, which could have consequences for our economy. = o I \;"‘7 ‘ /;*1
The most recent data shows that Canada’s economy actually con- _ Q/*é _%#?‘ \N
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tracted 0.1 percent in February and is up just 1.1 percent year-over-

year. While falling oil prices meant a slowdown was anticipated, it
has ended up being much more widespread and direr than expected, leaving Canadians in a precarious posi-

tion.

Canada’s housing bubble has burst. Toronto homes have lost 4.3 percent of their value, and sales are
down 12.7 percent year-over-year. Vancouver fared even worse. Homes there have lost 4.5 percent of their
value, and sales have fallen by a staggering 39.3 percent. This is bad news for the labor market too. At year’s
end, 7.7 percent of the Canadian workforce worked in construction. This means that any slowdown in con-

struction could send unemployment sky high.

Household debt in Canada is already worryingly high, sitting at 174.6 percent of income, as compared
to 99.4 percent in the U.S. Even at its peak, just before the financial crisis, American debt was at 133.8 per-
cent of income. Many Canadians are already having trouble keeping their heads above water. Canadian offi-
cials report that 5.1 percent more households and 8.9 percent more businesses filed for bankruptcy protection
in November 2018 than in the same month a year earlier. The situation could get even worse, as an MNP Ltd.
poll conducted this January found that an increase of C$200 in monthly expenses would send 46 percent of

Canadian households into insolvency.

All of this could be bad news for U.S. companies. Canada is one of our largest trading partners, and
exports to Canada totaled $275 billion in 2018. As personal consumption dwindles in Canada, the amount
spent on American goods and services will shrink along with it. The slowdown could also weaken Canada’s
currency, making it harder for American corporations to export goods to Canada and reducing their profits.
The economic health of our two nations is intrinsically linked. A recent study from the Economic Cycle Re-

search Institute showed that since World War II, every time Canada suffered a recession, the U.S. did too.
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Oil Becomes More Volatile Heading into Summer

After suffering a steep decline at the end of last year, oil prices ral-
lied in 2019. Prices are up nearly 40 percent for the year, and, for U.S. pro-
duction it is looking like the first four months of the year will be the strong-
est first four months of any year since 1999. However, as we head into the

summer driving season, the market is becoming more volatile.

Oil prices are highly susceptible to geopolitics. Ongoing trade ten-
sions with China and uncertainty in the Middle East have sent prices sliding lately. Volatility in the market has

some investors looking for less-risky sectors.

Still, overall sentiment remains positive. Commodity Futures Trading Commission data shows that in-
vestors are more bullish than bearish. Economic data in recent weeks has assuaged fears of a steep economic
slowdown, meaning that fuel demand should remain high. However, even if the rally continues, some analysts

feel that there is only so high prices can climb before gasoline and fuel costs begin to hinder economic growth.

Hanover Advisor Bulletins

Special Reminders to all Hanover Clients

¢ The Hanover Advisors website can be accessed at hanoveradvisorsinc.com. There you will find our latest
newsletter and investment commentary, articles, our blog, and videos. You can also learn more about our
services, access both the Black Diamond performance reporting system and your Pershing brokerage ac-
count(s).

¢+ New enhancements to our portfolio reporting system. All Hanover clients have free access to our in-
ternet-based reporting system known as Black Diamond. This robust system provides comprehensive per-
formance reporting, asset allocation and risk assessment on clients’ portfolios. The system will have a new
look and major enhancements starting this fall. Our office is available to assist in accessing and utilizing
the Black Diamond system.

¢ As a reminder to our clients that Hanover Advisors, Inc. now has an office in Greenville, SC. Meetings
can be scheduled at either the Greenville office or our conference facilities at Concourse Parkway in At-
lanta. Please see our website, HanoverAdvisorsInc.com, for detailed contact information.

+ We want to invite all clients to contact our office to schedule a portfolio review. We would be happy to
coordinate a sit down meeting, a conference call, or an online meeting at your convenience. Please call
our office to schedule an appointment.

¢ Due to a error in their software systems upgrade, Pershing Advisor Solution has been mistakenly charging
clients $10.00 per mutual fund exchange. The fee is in error. Clients of Hanover Advisors pay no transac-
tion fees in their accounts. The error is in the process of being corrected and all fees mistakenly billed to
clients will be reversed.

The content of this newsletter is based on information from sources believed to be reliable. However, accuracy and completeness can not be guaranteed. We recommend clients consult their legal or tax advisor
before making any investment. Nothing herein should be construed as an offer, or the solicitation of an offer, to buy or sell any security. The publisher and its associates, directors or employees may have
positions in and may from time to time make purchases or sales of securities mentioned herein. We cannot guarantee, and you should not assume, that future recommendations will equal the performance of

past recommendations or be profitable.
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