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Not Looking Like A “V” Shaped Bottom For the U.S. 
Economy 

 

o The Fed has cut rates 3 times in 2019, but wants to pause in 
December. There have been some modestly encouraging signs 
in the global economy from countries such as Germany and 
China (eg, the Caixin PMI) recently. However, as we continue 
to monitor the incoming U.S. data, we see an economy that is 
still slowing. 
 

 
 

o Also, remains difficult to see a “V” bounce in investment.  
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o In November, we saw a global economy that continued to 
slow but gave some encouragement that we are at/near a 
bottom. Of the eighteen indexes we monitor, ten were 
contractionary and eight were expansionary with seven of 
those eight strengthening. 

 

 
 

o As previously mentioned, December pause looks likely, but 
there is more room to go in 2020 if the fed needs it.  
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Latest On Trade & Trump Reelection 

o Most recently, we have not seen a big bounce in our China 
trade basket despite the news stories talking of trade progress. 

 

 
 

o The best predictor of whether US presidents get re-elected is 
after-tax, after-inflation income. This economic indicator has 
worked linearly, with faster income growth tied to a larger 
share of the vote for presidents. Historically, presidents were 
reelected with 1.4 percent growth and Trump had been well 
over 2 percent for most of his presidency due to tax cuts, wage 
growth, and low oil prices. However, the data released last 
week showed a marked deceleration in the 10-month growth 
rate to 1.18 percent. 
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Majority of Signs Point to a Risk-On Environment 

o Our market balance sheet, which categorizes 16 building 
blocks of the market's strengths, remains unchanged at an 
elevated level.  

 

 
 

o The markets are more vulnerable to accidents when fewer 
than 50% of stocks are above their 200-day averages. 
Currently the read is higher than 70%. 
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o The valuation premium of US equities to European equities is 
close to as wide as it was back in 2012, the last time the 
premium was sustained. To the extent to which Europe, given 
its dependence on net exports, was the biggest loser in the 
growing trade tensions between the U.S. and China, it should 
also have the most to gain should those tensions ease. This 
puts equity investors with a global mandate in the unenviable 
position of needing to increase their exposure to markets that 
are likely to continue to face a poor policy backdrop 
indefinitely.   
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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. 
 
Past performance is not a guarantee of future results. 
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