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U.S. Economic Policy Uncertainty Index

Thematic investing has continued to become more and more 
prominent in the investment community. In the passive versus 
active fund management debate, "other" genres have emerged 
which have grown in popularity amongst investors. Sophisticated 
acronyms like ESG (Environmental, Social and Governance) and 
SRI (Socially responsible investing) have driven headlines, but in its 
simplest form, thematic investing has always been the objective 
behind funds. As we see it, thematic investing can be defined as the 
identification of an opportunity in the market - a theme - and a 
resulting investment model to ideally generate consistent returns 
over long periods of time. At Strategas, we have long used themes 
to help drive and form investment conclusions. In 2016, with the 
dysfunction in Washington rising, central banks around the world 
becoming more accommodative than ever and demand from 
clients growing, we felt it was time to incorporate our own 
strategies into the markets. Our Policy Opportunities Portfolio is 
intended to exploit the under appreciation the markets have for the 
impact companies lobbying efforts ultimately have on their share 
price and our New Sovereigns Portfolio was created in the throes 
of the global financial crisis when investors started to worry about 
the value of their cash as a “safe harbor” equity portfolio. We’ve 
found that those longer time horizons have reaped the rewards of 
investing in these portfolios. 
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5 CHARTS ON THE MACRO BACKDROP 
Uncertainty is elevated and global growth is slowing but neither of 
these stories are new. The response from monetary policy appears 
to be coming with the probability of a Fed rate cut (-25bps) at their 
July meeting near certain. Risk assets have already priced this in 
with downside vulnerability if rates remain the same.  
 

 
 

 
While liquidity appears to be less of a headwind, earnings may be a 
roadblock but with pre-announcements at elevated levels, it’s hard 
to be short as much of the negative news appears to be priced in. 
The more companies guide down before earnings season, the 
greater the chances that companies can beat lowered expectations. 
Currently the preannouncement ratio is at its highest level since 1Q 
2016. 
 

 
 

In this week’s Highlights, 

Ryan Grabinski discusses the 

U.S. macro landscape. 
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The yield curve warrants watching as the 3-month/10-year 
differential continues to remain negative. Since 1962, the current 
inversion is the 11th longest stretch where it was inverted. What 
looks comforting is that the inversion now stands at -1bp, which is 
much improved, from the -25bps at the beginning of the month. 
 

 
 

 
The economic data remains decent at the moment but does not 
appear to be strengthening. The pricing in of political risk has 
clearly become more complicated and as a result business sentiment 
& spending remains suppressed. Consumer confidence has 
weakened as of late but fortunately, the labor market is hanging in 
there with U.S. payrolls bouncing back in June. 

 

 
 
 

-400

-300

-200

-100

0

100

200

300

400

500

600

'62 '66 '70 '74 '78 '82 '86 '90 '94 '98 '02 '06 '10 '14 '18

Spread Between 3 Month Treasury Bill
& 10-Year Treasury Note

 

Source: Bloomberg 

Source: Conference Board 

For Information about Investing 

In Our Strategies Contact: 

Chris Orcutt 

Head of Sales & Distribution 

(212) 201-0087 

corcutt@strategasrp.com 

 

mailto:corcutt@strategasrp.com


July 12, 2019 

 

 

Strategas Asset Management | 52 Vanderbilt Ave, New York, New York 10017 | (855) 273-7227  Page | 4 

Nearly all of the data points since the G-20 Osaka summit have 
been negative with respect to a US-China trade agreement. 
Negotiators failed to come up with a face-to-face meeting on their 
most recent call; China is saying it never agreed to any Agriculture 
purchases; and the US negotiators have started to believe the 
hardliners have taken over completely. Without a break in the 
coming weeks, we would have to start believing that China may be 
trying to wait out Trump past the 2020 election. No action from 
China raises the probability of more tariffs coming which would be 
detrimental to U.S. economic growth as well as corporate profits.  
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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/research-
insights/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. 
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