


The economy, though, is likely to begin to slow in the back end of the year, and like gentrification it will 

bring change most find uncomfortable. The same way grandmothers must sell the family home for 

pennies on the dollar to pay the rising property taxes, companies must grow profits in a slowing 

economy with rising rates. 

These are important matters. Investors are charged with deciding if they should wear a jacket or a pair of 

shorts – it’s not so easy to decide as the seasons blend into one another. When the economy is growing, 

technology, industrial  and consumer discretionary stocks tend to do well, especially if we 

correspondingly have inflation. It makes sense that people splurge and companies upgrade when the 

getting’ is good. 

Once growth slows, provided prices are still rising, energy companies, real estate and utilities have 

historically outperformed. The theory goes that these businesses are not expected to grow but so fast and 

their dividends are rewarded. Let’s call it the bird in the hand theory. Should both growth and inflation 

decelerate, consumer staples and health care companies benefit from being a safe haven. Consumers 

might not buy the best toothpaste, but toothpaste will be purchased.  

Europe and the emerging markets, 

however, are in a different situation 

altogether. They might be better than 

us at soccer, but their economies have 

already slowed dramatically. From 

the 2018 peak, world equity indices 

are down 10 percent from $87 trillion 

in market capitalization to $78.6 

trillion. Spanish retail sales slowed to -

0.4% year-over-year in May vs. +0.7% 

in April. German retail sales slowed to 

-1.6% year-over-year in May vs. +1.2% 

in Aprili.  

Meanwhile, Chinese stocks are down 20 percent from their January highs. Emerging market equities, like 

Argentina and the Philippines, have been rocked by the one-two punch of a stronger dollar and slowing 

growth. Italian equities are down 12 percent since early May. 

It would be easy to blame all of this on President Trump’s trade war, namely the imposition of tariffs by 

the U.S. on $34 billion in Chinese goods and the immediate reciprocation from Beijingii. It’s worth noting, 

however, that he does have a point - China not only forces a number of foreign companies to partner with 

Chinese firms in order to do business in the country, but also requires those foreign companies to hand 

over intellectual property, including proprietary information to their Chinese colleagues. 

It’s not just China being affected either, the president has threatened to impose 20 percent tariffs on 

foreign cars and car components, which would likely have a significant impact on the America's 

automobile industry. The European Union has made no bones in the past that EU automakers employ 

110,000 U.S. workersiii in American factories, 60 percent of whose production is exported, thus lowering 

the trade deficit that concerns the President. This will be interesting. 





With his study in hand, he lobbied local legislators across the country to introduce legislation and his 

efforts are largely responsible for the seatbelt laws that save thousands of lives each year across all 

demographics. One of those lives being my own, having hit a pole six feet in the air 12 years ago, with the 

column of the car sitting on the driver’s side head rest missing my ear by a fraction of an inch. 

Some things just take their own sweet time and you can’t tell for certain the exact manner in which things 

will shake out, only that they will. One day the payroll numbers are favorable and the next wage growth 

is tepid. Commodity prices looked to be accelerating with inflation expectations until trade talks hurt 

soybeans and good weather suggested corn would have a bumper crop. Rates were supposed to spike 


