November 1, 2019
In this week’s Highlights,
Ryan Grabinski suggests the
economy is still weakening,
but policymakers are active,
the senate will not remove
Trump
without
new
information,
and
signs
currently point toward a riskon environment.

U.S Economy Still Weakening But Policymakers Are Active
o There is lots of additional evidence of an economic slowdown
in the U.S. For example, manufacturing shipments of nondefense capital goods ex aircraft is decelerating.

Ryan Grabinski
Equity Strategist
rgrabinski@strategasrp.com

o The MNI Chicago business barometer this past week showed a
sharp decline.
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o Policymakers are trying to come to the rescue and expanding
balance sheets.

o The Federal Reserve cut interest rates for the third time this
year. If this truly is a “midcycle adjustment,” history indicates
equities should rally roughly +14%, further supporting
consumers and warding off a recession.
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House Vote Shows Long Odds the Senate Removes Trump
From Office; NAFTA Close to Being Finalized
o All Democrats, except for two members, voted for the inquiry,
and no Republicans voted for the inquiry. This suggests it is a
long shot the senate removes Trump from office unless new
information surfaces. It is also worth noting that support for
impeachment is falling.

o We believe the negotiations are no longer about “if” a deal will
be reached, but “when.” Labor enforcement remains a vital
issue. The fact that the US does not have a budget currently
means that there is no budget vehicle to increase funding to
Mexico for labor enforcement.
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The List of Items to More Fully Embrace Risk-On Is
Getting Checked Off
o This week we published a list of nine items that we need to
see to embrace more risk-on:
1. A détente in US/China trade relations
2. A pick-up in the economic data surprises
3. Strategas RAG (risk appetite gauge) > +2
4. FOMC speeches indicating no further need to ease
5. Evidence the CLO sell-off is contained
6. U.S. weekly jobless claims staying low
7. A bottom in Germany’s PMI
8. Oil prices > $50.
9. A stabilization in China’s producer prices

o The recent back up in global long-term bond yields, signs that

global central bank balance sheets are once again growing, and
the steepening, albeit modest, of the U.S. yield curve, are
enough for us to at least make a step in the direction by
overweighting Financials and dropping Consumer Staples to
market weight.
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o Call it QE or call it a technical adjustment; it may be a
distinction without a difference and is bullish regardless for
risk assets.

o New highs for the S&P are generally not a time to worry over
the next six months. In the past, the market has declined
greater than -2%, only 18% of the time, and has been skewed
to the upside with returns higher than 2% more than 67% of
the time.
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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/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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