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U.S. Economy Still Slowing but Global Growth May Be 
Bottoming 

 

o A soft landing in the U.S. is our base case but it may take until 
2020 to form a clear bottom.  
 

 

o The OECD’s global leading economic indicators show the 
global soft patch ending. With the LEI turning up, a further 
slowdown in the global economy may be limited. 
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o The Fed’s senior loan officer opinion survey showed banks 
mildly tightening lending standards for C&I loans in the 4th 
quarter. Lending is worth monitoring because it is consistent 
with muddle-thru employment growth in the U.S. 
 

 
 

o We continue to believe it’s doubtful we get a “V” bottom in 
CEO confidence, since 2020 has its own set of uncertainties 
coming (U.S. election, impeachment, Brexit again, etc). Our 
hope is for a “U” bottom after a U.S./China trade truce in late 
2019. Our risk case remains that we get an “L” bottom (ie, flat). 
The recovery shape is vital for capex going forward.  
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Investors Are Lowering Their Probability of A U.S.-China 

Trade Truce & Repricing Escalation 

o While the S&P 500 is near all-time highs, our China trade 
indicators have rolled off considerably since November 12th 
when President Trump spoke at the NY Economic Club. Most 
notably, the yield curve has flattened after “uninverting” 
following the US-China trade truce in October. 
 

 
 

o NAFTA has a better chance of completion in the short run as 
Democrats come to the end of negotiations. However, the 
unions told the Democrats supporting NAFTA 2.0 they are 
not ready to move ahead with passage. Unions seem to be 
running a death-by-delay strategy.  
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Liquidity Driven Market Remains For Now 

o The Fed’s balance sheet has grown by 31% over the last three 
months. This growth is the highest percentage increase since 
January of 2014. While there is some debate about whether or 
not to call this another round of QE, we would argue that this 
is a distinction without a difference for owners of risk assets. 
Don’t fight the Fed. 

 

o There is currently $3.6 trillion in money market mutual funds 
today, up 22% year over year. The figure is just shy of the high 
in money market funds witnessed at the depths of the bear 
market in 2009. Along with net redemptions from domestic 
equity ETFs and mutual funds since the bull market, current 
cash levels are another indication we are far from the euphoric 
stage that signals a significant bull market top. 
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o It is quiet and currently the low volatility stretch resembles 2017. 
Historically low volatility is a feature of bull markets.  

 

 

o From an asset allocation standpoint, we increased our overall 
allocation to equities from 65% to 68% by reducing cash to 
5% from 8% and maintained our recommended underweight 
to fixed income. With the shift in asset class exposure, we 
tilted our portfolio positioning toward Value over Growth and 
International over Domestic. 
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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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