In this week’s Highlights,
Ryan Grabinski suggests
there are signs global growth
may be bottoming, a trade
“deal” may be approaching,
and small caps are gaining
traction.
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Package of U.S. Soft-Landing Evidence

O October surveys saw a continuation of recent trends in
manufacturing that define the current state of the global
economy. Half of the indexes are growing while the other half
are contracting. While we would like to see global economic
growth reaccelerate, we accept the current landscape in which
manufacturing is bottoming.
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o Credit still not too burdensome.
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o Further improvement to wage growth and the unemployment
rate looks limited.
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o Global data is improving on the margin. Investor sentiment
(current & expectations) rebounded meaningfully in November,
manufacturing PMIs improved, and as the chart below shows,
German new orders appears to be bottoming.

Germany: New Orders: Manufacturing [Volume]
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China Trade Negotiations Happening Piece By Piece:
August’s Damage Is Nearly Reversed

o In May 2018, China offered to purchase US agriculture
products, lower auto tariffs, and open up its financial services
sector, and provided vague language about protecting IP.
Trump rejected that offer and tariffs were implemented. The
current Phase 1 components look similar. The only difference
is that today, $400bn of Chinese goods currently have tariffs
placed on them that did not exist 18 months ago. Negotiators
have been more optimistic than the market, but now financial
markets seem to be catching up, with August’s damage nearly
reversed.
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o The S&P 500 has not declined in the year following a mid-
term election since 1946, keeping the streak alive.
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Equity Markets Continue To Be Driven By Liquidity

O As the Fed has cut rates, U.S. M2 money supply growth has
reaccelerated (i.e., we’re seeing increased liquidity growth). This
makes sense since it’s the purpose of central bank easing, i.e.,
there’s a good inverse correlation between fed funds (down) and
liquidity (up). Stable lending standards for loans are enhancing
liquidity too. If the economy experiences a soft landing, as we
expect, this liquidity should continue to boost asset prices.
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O Any pick-up in nominal GDP should bode well for small-cap
equities.

Russell 2000 Y/Y Pct. Chg. vs. Nominal GDP Growth
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O Recently there has been an expansion in new highs for small-
caps, which has been historically bullish for the asset class.

Forward Russell 2000 Returns When 65-Day Highs > 20% (95th Percentile)
Data Since 1995
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o From a longer-term perspective, equities have been the best
asset class, especially down the cap spectrum.
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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 Ditectives): 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
IT 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, W1 53202.
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