December 20, 2019
In this week’s Highlights,
Ryan Grabinski believes a
U.S. soft landing is still
possible, the elections are
coming
into
focus
in
Washington and cyclical
shares should bode well as
we head into 2020.

U.S. Soft Landing Continues but First Quarter Could Be
Bumpy, Global Conditions Improving

o The Fed is done cutting rates this year and projects no rate cuts
or hikes in 2020. There is room for another “emergency” cut
with inflation still low, if conditions warrant it. Hiring is in good
shape, but the recent Boeing news could impede 1Q growth.
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o U.S. housing had a rough 2018 as the sector felt the lagged
effects of four years of rate hikes & rising interest rates. That
has reversed in 2019, and the lagged effects should last in 2020.

Strategas Asset Management | 52 Vanderbilt Ave, New York, New York 10017 | (855) 273-7227

December 20, 2019

o The China bottoming process is on-and-off. Investment,
industrial production, and retail sales received a boost in
November from improving global conditions and Alibaba’s
11/11 singles day.

o Data continues to portray a stagnant economy in Japan postVAT hike and typhoon. The Mfg PMI was under 50 for the
eighth consecutive month in December. Imports and exports of
goods contracted to -4.4% 12M/YoY and -5.4%, respectively in
November. And the Yen is still strengthening.
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Focusing Shifting Toward The 2020 Elections
o The most frequent client request on the policy front in
December has been how stocks trade in presidential election
years. Surprisingly, presidential elections have generated an
average 6.3% price return and have the smoothest quarterly
returns in the entire four-year cycle.

o The risk of recession in a presidential election year is a greater
stock market risk than the political candidates themselves.
Furthermore, the S&P 500 has predicted the presidential
election winner 87% of the time since 1928. If the S&P 500
was higher in the 3-months leading up to the election, the
incumbent party has won and if stocks are lower in the 3month period, the opposition party has won.
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Cyclicals Poised For Late-Cycle Leadership
o The 2/10s curve is steeping and is another signal that the market
is discounting better global growth in 2020. Coupled with
bullish turns for Copper and Crude Oil, the rally in German
bond yields, the KOSPI breaking out, and a weakening Japanese
Yen, the package of macro charts remain decidedly pro-risk.

o U.S. high yield spreads traded to a 52-week low yesterday, the

first signal since mid-2016. Combined with money growth
annualizing at roughly 10% and an ongoing package of riskseeking leadership factors – high beta is outperforming low
beta, stocks > bonds, banks reaccelerating vs. REITs, etc. – the
tone of the tape continues to reflect a supportive liquidity
backdrop.
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o With global growth set to bottom and the dollar topping out,
we upgraded the energy sector. Besides, management teams
appear to be adhering to investor preferences of capital
discipline as opposed to production growth at any cost in prior
years. A humiliated asset class – consensus sentiment is
exceedingly bearish on the sector, allowing for a contrarian
opportunity; the size of the sectors weight has diminished
significantly. We believe it can outperform going forward.

o The market may be hitting all-time highs but it’s hard to find a
lot of happy faces on either the buy-or sell-sides of the business.
Compared to a year ago, it seems as if the fears (or for some,
hopes) of an imminent recession in the U.S. have all but faded
with continued strength in job growth and consumer spending.
A Fed that’s easing, rather than one that’s tightening, seems to
have made all the difference. One of the most popular questions
we get this time of year is what are your themes for the
upcoming year. The list below is what we believe will be
important.
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IMPORTANT DISCLOSURES
This communication was prepared by Strategas Asset Management, LLC (“we” or “us”). Recipients of this
communication may not distribute it to others without our express prior consent. This communication is provided
for informational purposes only and is not an offer, recommendation, or solicitation to buy or sell any security. This
communication does not constitute, nor should it be regarded as investment research or a research report or securities
recommendation, and it does not provide information reasonably sufficient upon which to base an investment
decision. This is not a complete analysis of every material fact regarding any company, industry or security. Additional
analysis would be required to make an investment decision. This communication is not based on the investment
objectives, strategies, goals, financial circumstances, needs or risk tolerance of any particular client and is not presented
as suitable to any other particular client.
For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify
the intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning
of MiFID II and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on
an independent basis and are not “investment advice” or “personal recommendations” within the meaning of MiFID
II and the rules of the UK Financial Conduct Authority.
The information in this communication has been obtained from sources we consider to be reliable, but we cannot
guarantee its accuracy. The information is current only as of the date of this communication, and we do not undertake
to update or revise such information following such date. To the extent that any securities or their issuers are included
in this communication, we do not undertake to provide any information about such securities or their issuers in the
future. We do not follow, cover, or provide any fundamental or technical analyses, investment ratings, price targets,
financial models or other guidance on any particular securities or companies. Further, to the extent that any securities
or their issuers are included in this communication, each person responsible for the content included in this
communication certifies that any views expressed with respect to such securities or their issuers accurately reflect his
or her personal views about the same and that no part of his or her compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this communication. This communication is
provided on a “where is, as is” basis, and we expressly disclaim any liability for any losses or other consequences of
any person’s use of or reliance on the information contained in this communication.
Strategas Asset Management. LLC and Strategas Securities, LLC are affiliated with Robert W. Baird & Co.
Incorporated (“Baird”), a broker-dealer and FINRA member firm, although the firms conduct separate and distinct
businesses. A complete listing of all applicable disclosures pertaining to Baird with respect to any individual
companies mentioned in this communication can be accessed at http://www.rwbaird.com/researchinsights/research/coverage/third-party-research-disclosures.aspx. You can also call 1-800-792-2473 or write: Robert
W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, Milwaukee, WI 53202.
Past performance is not a guarantee of future results.
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