
 
 

 

August 1, 2019 

Investor Update 

 

There is nothing like going back and re-writing your monthly letter when you are almost finished.  As a mid-

day escalation of tariffs and trade wars sets in and the market sells off 1.5% in a matter of minutes.  Hopefully, 

most of you were able to watch our webinar at the end of the July which signified a bit more cautious stance on 

our part as both fed cuts and trade wars had to go perfectly in order for us to move higher.  The last two days are 

a great example of why this is the case.  In case you missed it you can check out a replay here. (Webinar 

Replay) 

 

Overall, July saw assets move slightly higher with growth again distancing itself from value and the market 

continuing to get narrower as the difference between winners and losers continues to widen.  While the Federal 

Reserve stated that the cut was a mid-cycle adjustment, we have our doubts as to the both the effectiveness of 

the cut and also that we are mid-cycle and not in the very late stages of the economic cycle.   

 

One thing that both bulls and bears have argued about for years is the use of capital (think low interest rates) for 

companies to increase dividends and buybacks as opposed to invest in the business or increase pay for 

employees.  The bull argument is that corporations are heathy and they are rewarding shareholders, while the 

bear argument is that earnings are inflated by stock buybacks and there is not much real growth.  So far the bulls 

have been correct, but the bottom chart shows that companies tend to buy back more shares than cash when we 

approach the top of cycles.   

 

    
 

 

 

https://www.youtube.com/watch?v=sNtuSTO406A&t=11s
https://www.youtube.com/watch?v=sNtuSTO406A&t=11s


 

 

 

Additionally, the US economy is driven by the consumer as they are responsible for about 70% of GDP.  One 

reason why the US economy has done so much better than the rest of the world is the fact that while 

manufacturing is slowing globally, consumers are still doing really well.  The below chart demonstrates that we 

are still near all-time highs as the consumer continues to surprise.  In fact, economists argue that it is virtually 

impossible for the US to go into recession without a steep drop in consumer spending.   

 

 
 

 

Going forward our positioning has changed as the risk/reward of investing has skewed more towards the risk 

side.  We have taken risk down by about 30% and repositioned into less risky assets.   It should become clearer 

in the next few months whether interest rate cuts and trade negotiations will bring the US economy and stock 

market to a soft landing.  In the meantime we have begun the de-risking process near all-time stock highs and 

will look for a better risk/reward setup to redeploy into risk assets.  If you have any questions about current 

positioning and economic indicators please contact me at 908-376-3041. 

 

Sincerely, 

 

 
 

Mark R. Painter, CFA 


