
How much is  
left in the tank?

The economic and market cycle  
as we move through 2019

As our bull market moves further into its record-
setting 11th year and our economic expansion closes 
in on a record 10th birthday, investors are increasingly 
concerned the market and the economy are due to run 
out of gas.  We are the first to acknowledge at some 
point we will confront a bear market and a recession.  
However, the market and economy don’t know if 
they have been rallying and expanding for a day or a 
decade – said differently, the calendar is meaningless. 
What ultimately drives risk assets and the economy is 
monetary policy and fiscal policy and fundamentals. 
And on those fronts, after a bumpy end to 2018 and 
some question marks about 2019, we see more good 
news than bad.

As we moved into 2019, we saw the primary 
risks to the market and economy being the 
Federal Reserve (Fed) raising interest rates and 
unwinding its balance sheet too aggressively 
and the US/China trade discourse deteriorating 
to a point where corporate sentiment and 
spending collapsed.  Well, as we hoped, the 
Fed adopted a patient approach to interest 
rate and balance sheet management and 
the US/China trade discourse improved, with 
an agreement likely imminent. Due to those 
developments, as well as very accommodative 
US fiscal policy, we see near-term risk of a US 
recession or bear market as quite low.
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And why we’re not that worried 
about our politics, deficit, and debt.

(More than most investors probably think)



We can also paint an optimistic picture for the 
market and the economy longer-term.  Simply 
put, US corporations are flush with cash and have 
underinvested in productive assets for years. 
We think it is likely corporate investment will 
accelerate, and with it worker productivity. This 
should drive both earnings and wages higher, 
but in a manner that doesn’t spark meaningful 
inflation.  And as that dynamic unfolds, our long-
lived economic expansion and bull market should 
both continue to move further on down the road.

Then there are politics and the deficit and debt.  
Politics can be additive to market volatility 
but should have no bearing on economic 
fundamentals (remember, politics and policy are 
very different things), while we see near-term 
concerns over US deficits and debt as misplaced. 
As a point of reference, when Ross Perot made 
our debt the centerpiece of his 1992 Presidential 
campaign, debt outstanding was $4 trillion, US 
GDP was $6.5 trillion and the S&P 500 was valued 
at 420. Today, debt outstanding is $20 trillion, 
GDP is $20 trillion and, as of March 31, 2019, the 
S&P 500 reached 2,834, a gain of approximately 
1,000% since the Presidential election of 1992.  
Our country’s borrowing costs are manageable 
and our annual deficit as a percentage of GDP is 
reasonable.  We don’t see US debt or the annual 
deficit as a near term risk to growth or risk assets. 
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As of now, monetary policy, fiscal policy, and 
economic fundamentals are all supportive of 
an optimistic view toward the economy and risk 
assets, and we have positioned our portfolios 
accordingly.  As always, we will monitor policy 
developments and economic fundamentals 
closely and keep you informed of any changes 
in our outlook for the economy and markets 
moving forward.

https://www.washingtonexaminer.com/minor-party-
candidates-strong-this-year-where-perot-was-in-1992
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