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Short And Bitter Sweet 
WEEKLY REVIEW 
Equity markets played true to form this week (Thurs-Thurs), finishing the first week in August (which is typically the worst 
month for equities) in the red, after a roller-coaster of economic and geopolitical news.  Following last Friday’s positive 
surprise to 2Q GDP, markets were buoyed further by better than expected Consumer Confidence on Tuesday. But then 
mid-week, the Chicago PMI showed additional weakness in the US manufacturing sector. And then the Fed stepped in (as 
we expected) on Wednesday with a 25bps cut in rates. But disjointed communication by Chairman Powell during the 
subsequent press conference did more harm than good for the markets. Then, by Thursday the breakdown between the 
US and China trade negotiations resulted in the POTUS announcing an additional 10% tariff on up to $300bn on US imports 
(mostly electric and consumer-oriented products) starting in September. As a result, the S&P 500 fell by almost 1.7% from 
last Thursday, while the yield on the US 10yr dropped to 1.86% as of this writing. So here are a couple of our thoughts 
going into next week: 

 Data: Next week will be relatively light from an economic release perspective. The JOLTS will be released on Tuesday, 
then you have consumer credit on Wednesday and PPI on Friday. So it will be interesting to see if markets can recover 
some of this week’s losses, or further sink into the doldrums of Summer. 

 China: We believe the Chinese will continue to drag their feet in working with US to resolve the current trade dispute. 
It is our opinion, that the Chinese government simply has no motivation before the 2020 election cycle begins to take 
shape, and a forerunner on both sides emerge, to do so. While nobody (even with polls) can predict an election 
outcome these days, we believe the Chinese will wait until at least the next democratic debate, which will be in mid-
September, before they even begin to engage with the US trade delegation in any meaningfully manner.  

 The Fed: We believe rates cuts are like Lay’s Potato Chips, you can’t simply have just one. While some investors are 
expecting a “one-and-done” insurance cut, we believe there are at least 1-2 more cuts in the offing over the next 9 
months, bringing the Fed Funds rate down at least another 0.75%. As we have pointed out, a 25bps (or 0.25%) cut has 
virtually no impact to the economy. In addition, as we have pointed out time and time again, investors need to be 
careful what they wish for, as rate cutting cycles are typically a prelude to more dire economic times ahead. And if this 
is not enough, lower and lower rates/yields simply induce investors to take more and more risk, in search for fixed-
income yields, or equity total returns. 

 Jobs: We believe the US job market is topping out but still may post between 100,000 and 150,000 monthly jobs for 
the next several months.  Based on the interactive tool on the Atlanta Fed’s website, to reach an unemployment rate 
of 4%, the US would need to only add 70,000 per month over the next year. So consumer spending should remain at 
solid levels in the near-term and consumer confidence should remain strong for the time being. 

 Capital Gains Uncertainty: Something that we are just starting to explore is the impact on capital gains tax, if a 
democrat occupies the White House in 2020. Front-runner Joe Biden (as well as others) have already vowed to roll-
back the Trump tax cuts, but changes to capital gains tax could have a significant impact on investor sentiment and 
capital market valuations. Stay tuned for more on this topic, as we believe it will begin to garner more and more 
attention as we move further into election season. 
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 Markets: We continue to look for a pullback to get more bullish, especially at heightened equity and fixed-income 

levels. Despite a better than expected earnings season, the S&P 500 remains close to 17x forward 12-month earnings. 
And with the latest round of trade rhetoric and Fed speak, the 10yr has pushed below 1.9%.  

 

We’d love to hear your thoughts. 
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Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and do not 
constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any investment area or vehicle. 
This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only be provided by qualified 
tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not guaranteed. Investment products 
(other than deposit products) referenced in this material are not insured by the FDIC (or any other state or federal agency), are not deposits of or guaranteed by Northeast 
Private Client Group, and are subject to investment risk, including the loss of principal amount invested. Portfolios are subject to investment risks, including possible loss 
of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less subject to governmental supervision than in the United States. 
The values of foreign securities can be affected by changes in currency rates, application of foreign tax laws, changes in governmental administration and economic and 
monetary policy. Investors should consider the investment objectives, risks, charges, and expenses of ETFs carefully before investing. This and other information are 
contained in the fund’s prospectus, which may be obtained from your investment professional. Please read it before you invest. Investments in ETFs are subject to risk, 
including possible loss of the principal amount invested. This information is being provided to current Northeast Private Client Group clients and should not be further 
distributed without Northeast Private Client Group’s approval. S&P 500 Index is a market index generally considered representative of the stock market as a whole. The 
index focuses on the large-cap segment of the U.S. equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a 
price-weighted average of 30 actively traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index 
measures the performance of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market capitalization. NASDAQ 
Composite Index is a market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each 
company's security affects the index in proportion to its market value This commentary contains forward-looking statements and projections. Actual results may differ from 
current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance. Northeast Private 
Client Group makes no representation or warranty, express or implied that this information shall be relied upon as a promise or representation regarding past or future 
performance. This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such opinions are subject to change 
without notice. Past performance is not a guarantee of future results. Indices are unmanaged, and one cannot invest directly in an index. Data and rates used were indicative 
of market conditions as of the date shown. Opinions, estimates, forecasts, and statements of financial market trends are based on current market conditions and are subject 
to change without notice. Securities products and advisory services offered through Park Avenue Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road 
Suite 405, Melville, NY 11747, 631-589-5400. PAS is an indirect, wholly-owned subsidiary of The Guardian Life Insurance Company of America® (Guardian), New York, NY. 
Northeast Private Client Group is not an affiliate or subsidiary of PAS or Guardian. 2019-83766 Exp. 11/19 
 


