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HOLD ONTO YOUR SEAT 
 
There is more to unravel this quarter than any other quarter 
since Trump was elected president. The first and most 
important question for us as investors is; are we headed 
into a recession? Even more importantly, as investors; 
does that matter? Second: The trade war, and its 
relationship to our economy. Gaining ground quickly, the 
muddied waters of Trump’s impeachment will force us to 
become political analysts here for the first time. Lastly, our 
forward thinking long term projections for investments. 
 

We are going to start with the easiest topic, impeachment. 
There are conflicting opinions about what this does to the 
stock market. It’s a messy, all-consuming process. Rational 
thinking would suggest that is not good for the market. Our 
opinion is it’s neutral at worst for the stock market. We are 
not going to suggest Trump should or should not be 
impeached. There are some flaws with this Presidency like 
every administration, not the least of which is Trump’s 
inability to delegate responsibility, but that is also the 
biggest benefit to the market if Trump has to defend against 
impeachment.  
 

Markets and investors like rules, and they like those rules 
to remain consistent. Trump’s Presidency has been a 
portrait of law in motion. U.S. vs. California in emissions, 
shifting trade policies with the entire world, potential tax 
changes, lessening EPA standards etc. The problem for 
markets, and why for example GM and Ford are actually in 
agreement with stricter standards in California, is that 
companies don’t know how long these rules will last. GM 
and Ford are probably thinking that they may have six more 
years of relaxed standards, so why bother. Just build it to 
the most stringent specifications. They, like everyone else 
who is thinking about things for longer than a month, realize 
that the younger demographics who are coming to the fore 
believe Global Warming is a clear and present danger. 
Those emission standards are coming back. That is not a 
political stance, it is accepting reality. The youngest adults 
in our country are going to push environmental, social and 
corporate responsibility onto companies that have not seen 
change like this since Theodore Roosevelt started to break 
up the big trusts in the early 1900’s. Trump’s impeachment 
will slow his ability to radically shift rules on a whim.  
Shifting rules that may not stick are worse than having 
established rules. 
 

 
 

 
Further, this Presidency’s ability to persecute trade wars 
across the globe will also be severely hampered by the 
impeachment inquiry. Trump likes to make the final 
decision on everything, and if he is too busy fighting off 
Democrats, then maybe we can get a reprieve from the 
ever escalating tariffs wars that now include Europe, India, 
China, Vietnam, Indonesia and South Korea. Anyone who 
has read the history of the Great Depression recognizes 
two things. The first thing, pay your workers, otherwise no 
one can buy your product. Second, without competitive 
global pricing and trade; companies don’t adapt, meaning 
fewer competitive hires and smaller markets to operate 
profitably in.  
 

That leads us into recession talk. There is a tug of war in 
trying to figure out a recession. We passed the ten year 
anniversary of the Great Recession in March. The market 
bottomed early March in 2009. The housing market 
bottomed out midway through 2011. We haven’t really 
looked back since. Anyone with assets after the Great 
Recession has done exceedingly well. Homes, commercial 
real estate, bonds, and equity are all booming. We have no 
inflation to speak of either. But are we really in a boom? 
Every recession in our life time has been predicated by a 
boom or a bubble, followed up with steeply inclining interest 
rate hikes to curb excess. There has been no excess in this 
expansion, and there has been no boom. 
 

Companies have not over-invested or over-leveraged 
themselves. The carrying cost of debt across the U.S. is 
half of what is was in 2007. Individuals are generally under-
leveraged, financially stable, and borrowing less. Banks 
are not loaning to people that cannot afford to pay it back. 
There are excesses starting to form, but generally this has 
been a very orderly and underwhelming expansion. The 
reason is clear, 2008 was so shocking, and so frightening, 
that companies, governments and individuals have all been 
bracing for the next recession. Which begs the question: 
Can there be a recession if everyone has already planned 
for it? We personally think absolutely a recession can 
happen, but without the interest rate hikes, excess 
leverage and excess investment, the recession itself won’t 
have teeth. If we do get a recession, our call is a soft 
landing. The stock market may not even react to a 
recession. Accommodative fiscal and monetary policy  
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paired with stocks still having the best available return 
would make it difficult for the U.S. stock market to stay 
down for too long a period of time.  
 

There are plenty of other factors to consider as well. 
Trump’s policies so far have been pro-business. However, 
most of his remaining promises are not pro-business. The 
only remaining policy that he has spoken about that would 
benefit business and investment would be a sweeping 
infrastructure bill. That isn’t happening in his first term. The 
rest of his campaign promises tend to be isolationist and 
pro-populist. Not good for the stock market. If the U.S. can 
continue to make ground on wage growth that would 
benefit the stock market (we don’t see a direct correlation 
right now between U.S. worker wages and inflation of 
goods consumed). However, if wage growth is gained 
because of tariffs, that would be inflationary, and probably 
not good for the overall market. Military engagements could 
possibly derail everything; this would include Venezuela, 
Syria, Afghanistan, India, Pakistan, Saudi Arabia, Iran, the 
Korean Peninsula, and Hong Kong. 
 

Our main takeaways from this quarter, and our ten year 
view of markets are vastly different. Short term, this market 
could be a mess. We don’t think it is going to be brutal, or 
great, but certainly messy, however short term there is also 
nowhere to get return, other than the stock market. Just be 
ready for the ride by keeping your focus on the horizon.  
Longer term, we think the Dow at 50,000 and the S&P at 
7500 over the next ten years is highly likely. Interest rates 
can only go up from here long term, which means anything 
sensitive to interest rates will be impacted. Bonds, Real 
Estate, Gold, all the assets that have been in a 40 year plus 
bull market are going to have to correct. This leaves only 
one investment left, stocks. 
 

THE ACT OF GIVING 
 
Below is an updated list of some organizations our clients 
are helping today.   
 

All Local Food Banks 
 www.sfmfoodbank.org 
 www.shfb.org 
 www.foodbankccs.org 
 www.refb.org 
 

Bloom Marin 
www.bloom.org 

 

Maya’s Music Therapy 
www.mayasmusic.org 

 

Friends of the Urban Forest 
www.fuf.net 

 

Guide Dogs for the Blind 
www.guidedogs.com 

 

Doctors without Borders 
www.doctorswithoutborders.org 

 

The Nature Conservancy 
www.nature.org 

 

National Kidney Foundation 
www.kidney.org 
 

Guide Dogs of America 
www.guidedogsofamerica.com 
 

Golden Gate National Parks Conservancy 
www.parkconservancy.org 
 

Fine Arts Museums of San Francisco 
www.famsf.org 

 

Canine Companions for Independence 
   www.cci.org  
 

Alzheimer’s Association 
 www.alz.org 
 

The Foundation for Rotary International  
   www.therotaryfoundation.org 
 

Wildcare 
 www.wildcarebayarea.org 
 

Homeward Bound of Marin 
 www.hbofm.org 
 

Whistlestop 
 www.whistlestop.org 
 

  FINCA 

               www.finca.org 
 

Sonoma Land Trust 
 www.sonomalandtrust.org 
 

Friends of the Earth 
 www.foe.org 

 

 The American Friends Service Committee 
 www.afsc.org 
 

 Amnesty International 
 www.amnestyusa.org 
 

 Eastside College Prep  
www.eastside.org 

  

 Northern Sierra Partnership 
  www.nothernsierrapartnership.org 
 

 American Bird Conservancy 
 www.abcbirds.org 
 

 The Cornell Lab of Ornithology 
 www.birds.cornell.edu 
 

 Mono Lake Committee 
 www.monolake.org 
 

 California Trout 
www.caltrout.org 

 

 Tahoe Rim Trail 
 www.tahoerimtrail.org 
 

 Ocean Conservancy 
 www.oceanconservancy.org 
 

Global Fund for Women 
 www.globalfundforwomen.org 
 

Marine Applied Research & Exploration 
 www.maregroup.org 
 

Marin Agricultural Land Trust 
 www.malt.org 
 

Walk to End Alzheimer’s – San Francisco, CA 
 www.act.alz.org/sanfrancisco2019 
 

Just In Time 
 www.jitfosteryouth.org 
 

USO San Diego 
 www.sandiego.uso.org 
 

Lanai Cat Sanctuary 
 www.lanaicatsanctuary.org 
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