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UMich measure of consumer confidence
moved up to 97.8 in March from 93.8 in
February). We would not be altogether
surprised if the employment measures
remained choppy, in an improving trend,
heading through mid-year, but with wages
rising at a still digestible +3.4% Y/Y and the
unemployment rate falling to just 3.8% in
February, the U.S. consumer remains in
good shape.

Here’s To Ten More Years
Throughout the second half of last year, with
increasing concern, we highlighted the
double-barreled risk posed by the potential
for policy errors on the monetary and trade
fronts. Indeed, data in 1Q’19 has been on
the softer side. The Atlanta Fed GDPNow
tracker of U.S. GDP remains low, at 1.3%
Q/Q AR for the quarter, and the package of
weak U.S. economic indicators continues to
mount (U.S. retail sales, which were revised
lower in Dec’18; new home sales down 6.9% M/M in Jan’19; industrial production
up just +0.2% M/M in Feb’19 after a
January decline). Of course, the Fed has
seen the light, and even setting the equity
market’s best start to a year since 1987 aside
for a moment (see chart), following their
pivot to a more measured pace of policy
normalization in early-January we have
already seen a marked improvement in
interest rate sensitive sectors (housing,
autos) and, more broadly, a welcomed
bounce in consumer confidence. (The
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Shifting gears, despite trans-pacific
acknowledgements of progress and the
desire to reach a substantive and mutuallybeneficial agreement, the status and
outcome of trade negotiations with China
remains in the air. While we maintain our
view that a deal will get done (and that both
presidents, Trump and Xi, want a deal),
further delay raises the risk that business
confidence – and more importantly, capital
investment (capex) – will remain restrained.
This is an important consideration
domestically when one considers the supplyside inducements weaved throughout the
fiscal stimulus passed in Dec’17. While tax
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cuts have made an important contribution to
keeping the U.S. economy expanding, for
the U.S. economy to re-accelerate in a
meaningful way, corporate participation will
need to improve. As Strategas’ chief
economist, Don Rissmiller, reminds us,
‘business spending on hard assets is generally
larger, more cyclical, and more volatile than
spending on soft assets. “Soft spending,”
like on technology, tend to be initiated when
businesses are looking for increased security
and/or efficiency while brick-and-mortar
projects tend to be put in motion when
existing capacity is becoming strained.’ To
wit, data from China has been weak as well.
Consumer-focused economic stimulus has
not worked well in China (retail sales,
production, and the PPI are all still
weakening) and policymakers have tee’d-up
business-focused measures to try and
stimulate the economy. The question is
whether they too can work in the vacuum
with no trade deal. Uncertainty surrounding
international trade is a hip check to business
spending – on both sides of the Pacific. Stay
tuned.

As legendary investor Sir John Templeton
said, “bull markets are born on pessimism,
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grow on skepticism, mature on optimism
and die on euphoria.” While hints of
optimism undoubtedly emerged in the wake
of President Trump’s election in 2016, the
slowdown in the global economy over the
last year tempered any universal embrace
and the emergence of weaker data in the U.S.
over the last six months, has led to a near full
re-rack of skepticism among investors over
the durability of the Long Cycle and integrity
of the bull market. However, despite the
presentation of peak uncertainty and the
sharp sell-off in equities last year – frankly in
most asset classes – the most unloved bull
market in history marked its tenth
anniversary on March 9th, now some +2,160
S&P points and +325 percent above, as of
this writing (3/19/19), its 3/9/09 666 intraday low. Given the slowdown in global
growth, it is not unreasonable to expect a
pause in the upward trajectory of stocks. But
with the market trading at 16.5x CY’19
earnings expectations and 10-year Treasury
notes yielding 2.4%, the actual risk-reward
profile of the market is favorable. While
volatility will no doubt remain elevated in the
quarters ahead – which is good for active
share – as the global economy works
through transitory pressures and proceeds
through its Slowing Expansion phase, we
believe recessionary pressures remain
sufficiently subdued enough to allow the
equity market to maintain its upward
trajectory.
While we have been consistent – and remain
comfortable – with the view that the U.S.
economy is not likely to fall into Recession
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any time soon, we must acknowledge the
emergence of a softer growth profile and the
likelihood it will persist for, at least, the first
half of the year. In concert with the sharp
rally in domestic shares off the late-Dec’18
low, the environment seems well situated to
taper our exposure to the U.S. stock market.
While we remain broadly constructive on
Equities the balance of risks appears to favor
international equity markets in the
intermediate-term (6 to 12 months).
International shares have been strong in
recent months, particularly across the
emerging economies, and though hardly
gangbusters, global growth appears to be
bottoming ahead of the U.S. We have
maintained an above benchmark allocation
to Emerging Market shares since Nov’18
and recently increased exposure to
Developed Markets.
While the decision to taper exposure to
Domestic equities may be more obvious,
economic green shoots (note the European
LEIs) have piqued our interest. Steady
internal demand continues to buoy growth.
Contained inflation expectations should
keep the ECB from making “mistakes” the
Fed did by seeking to normalize monetary
policy too soon, or too quickly. Wage growth
also remains subdued. While sovereign yields
(notably Bunds) remain under pressure,
contributing to extended weakness in the
Banking sector, additional fiscal and
extended monetary policy accommodations
have resulted in a modest easing of financial
conditions on the Continent. To be sure, the
global economy is only in the early stages of
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finding traction. We would anticipate
monitoring the data closely and reassessing
our position as we move into the end of
2Q’19.
We were reminded this week of an old
gardener’s proverb, ‘things that grow
quickly, die quickly; things that grow slowly,
die slowly.’ Here’s to ten more years!

Strategas Asset Management is a
registered investment advisor providing
macro thematic, event, and factor-driven
investment strategies to pensions,
endowments, foundations, financial
advisors, ultra and high net worth
investors, and as a sub-advisor to '40 Act
funds. The Firm operates as an
independent, wholly-owned subsidiary
of Baird Financial Group.
Nicholas Bohnsack is the President &
Chief Executive Officer of Strategas
Asset Management and a Managing
Director of Baird.
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March Recommended Asset Allocation
Strategas Recommended Global Asset Allocation (Mar’19)
Equities
Bonds
70%
27%
B'mark

MSCI ACWI 60%

Barclays Agg 38%

2%

Domestic
International

35%
35%

-400bps
+400bps

Core Credit
Extended Credit

23%
4%

Overweight

Dev AC Core
US LC Value
EM AC Core
US MC Value

25%
11%
10%
5%

+400bps
-100bps

IG Corporates
Local Currency EMD
US Dollar EMD

10%
2%
1%

Neutral

M/M CHG

US MC Growth
US MC Core
US SC Core

2%
2%
1%

-100bps

Agencies
US High Yield
TIPS

1%
1%
0%

Underweight

M/M CHG
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Cash
3%

US LC Growth
US LC Core

8%
6%

-100bps
-100bps

US MBS
U.S. Treasuries
ABS/CMBS
Convertibles
Bank Loans

9%
3%
0%
0%
0%
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Europe Appears to Be On the Mend
.

Economic Surprise Indexes
(Source: Bloomberg)
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German LEI May Be Bottoming
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U.S. Equity Profits Appear to Be
Under Pressure In The Near Term
South Korea Exports Y/Y vs S&P 500 NTM EPS Y/Y
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EM Earnings Revisions More Drastic Than Developed Markets
2019 Earnings Revisions
Emerging Markets vs. Developed Markets
(Indexed to 100, 1/1/2018)
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U.S. Dollar Important Going Forward,
Likely Acts As The Speedometer For The Fed Again
U.S. Dollar Index
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Yield Curve At For the Forefront Of Investors’ Minds
U.S. Treasury Yield Curve
(10yr-2yr, bps)
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Despite Worries About Yield Curve Inversion,
Investment Grade and High Yield Spreads Remain In Check
U.S. Investment Grade Corporate OAS (bps)
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U.S. High Yield Corporate OAS (bps)
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APPENDIX – IMPORTANT DISCLOSURES
This communication was prepared by Strategas Asset Management, LLC (“we” or “us”) and is intended for
institutional investors only. 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. The intended recipients
of this communication are presumed to be capable of conducting their own analysis, risk evaluation, and decisionmaking regarding their investments.
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.
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