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WHAT WE CARE ABOUT 
 
Studying the global economy today for signals about where 
to find good investment opportunities is challenging. What 
is good news and what is bad news?   What should we 
being paying attention to and what should we ignore?  
What if we called tariff disputes “parties” (like in Boston) 
rather than “wars” would the public still care? Which 
country is pushing the rhetoric too far and which one is 
hiding the truth?  Who should we believe, the news media’s 
bias towards flashy headlines or the boring economic 
reports from government and corporate boardrooms?   
 

We care about the boring stuff.  We care that the yield 
curve for U.S. treasury bonds is flattening (the difference 
between short term rates and long term rates is very small).  
We care that European central banks still need to keep 
rates low to spur on their economies, that China is still a 
major investor in U.S. treasuries, and that trade imbalances 
are normal.  
  

We don’t care about which world leader is having dinner 
with the Queen or that leaders from historical adversaries 
are shaking hands for the first time.  Not to say these are 
unimportant or bad, but they just do not have a meaningful 
impact on corporate stock prices.  Sure the headlines can 
swing the market quickly but that so far has only provided 
short term buying opportunities from markets that over 
react. 
 

For all of our clients worried about social safety nets, 
immigrants, gun control, abortion, and Supreme Court 
nominees; understand that while social agendas get 
pushed in politics quite a bit, they are very difficult to quickly 
change. There has always been a balance between social 
progression and conservative old guard. Nothing in this 
political cycle looks terribly different to us, other than the 
lack of polite discourse. From an investment perspective 
these will have very little meaning. 
 

More important to your investments, the U.S. is facing a 
burgeoning trade war on ALL fronts. Europe, India, China, 
North America; even Russia is suing the U.S. in WTO 
(World Trade Organization) courts. It is Ironic that China 
and Russia now represent global free trade interests. 
There are also many opinions regarding which companies 
and countries will win or lose. Two examples of key items 
or sectors we want to discuss are - the Honda Civic and 
food.  

 
 
 
Among foreign made sedans and coupes the Civic is 
important because it’s affordable, it’s widely known and 
distributed, it’s foreign, and its margins are razor thin for 
Honda. Pricing of the Civic will actually tell us what impact 
trade has on our pocket book. Honda can’t swallow the 
tariff costs for a Civic, so we will be able to tell price 
increases rather quickly. Also, important to note, domestic 
car manufacturers are starting to discontinue sedan and 
coupe lines because their margins are too narrow. Ironic, 
do we even know what qualifies as a domestic auto-maker 
anymore? (take a look at the article about auto-
manufacturing in the U.S. on our website.) 
 

Food is extremely important economically for the U.S. We 
are one of the definitive exporters of food throughout the 
globe. There have been a lot of targeted tariffs facing red 
states and agriculture is the main one. If China isn’t buying, 
then demand goes down. Without significant U.S. 
subsidies, what do we do with all our food? While it appears 
car prices are going up, it’s safe to say a trade war will drive 
food prices down. This is positive for packaged foods, 
restaurants, grocery stores, Amazon, and wallets. The 
farmer’s loss will be the public’s gain. 
 

Ultimately, the U.S. economy is not driven by the flow of 
goods across its borders. Our real staying power is in 
Intellectual Property and Service. The real reason we are 
fighting these trade disputes is the lack of respect for 
intellectual property rights in certain countries (China). 
 

Two sectors of the economy we are watching closely are 
Industrial Conglomerates and Financials.  Both sectors 
have done well over the past few years and both sectors 
represent large portions of our client portfolios as well as 
the indexes.  
 

Industrial conglomerates; companies like Boeing, which 
have really fueled the run up in the Dow, seem to be at 
stretched valuations. Analysts that are positive see a seven 
year back log in airplane orders and no end in sight to the 
demand for airplanes. The trade war highlights the 
stretched valuations, as Boeing will be on the front lines of 
re-negotiated trade deals, IP theft, cancelled orders, and 
potential contract wins from Airbus.   
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A flattening yield curve is bad for banks, but good for 
homebuilders. Jamie Dimon, the CEO of JP Morgan, thinks 
the ten year treasury will go to 4% as the Fed hikes rates. 
The real concern is what if he is wrong? An inverted yield 
curve (cheaper to borrow long than to borrow short term) 
will disrupt our economy. It will tighten up home purchases, 
new builds, institutional lending and mortgage rates. The 
U.S. needs a healthy, working financial system to grow. 
That means big banks need to lend money, which in turn 
means they need to make money on loans to us. A flat or 
inverted yield curve does not help. 
 

Investing is an uncertain business. It has always been an 
uncertain business. There is a balance between higher 
valuations businesses that are clearly dominate (think 
Amazon) and deeply troubled but cheap businesses (think 
Wells Fargo). We have had summer interns here every 
summer since we moved to Tiburon. The main thing we 
want them to take away from their stay here is to think. 
Think beyond numbers and accounting and growth. When 
all else fails, being a partial owner of a well-run, productive 
business is a nice investment to hang your hat on. As 
usual, investments take time, and over time quality shows, 
and quality businesses stay in business. 
 

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 
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