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Shakespeare would tell us to “Beware the Ides of August”, not March. The meaning of Ides 
comes from ancient Rome, as “Ides” was meant to divide a month in half.  During the second 
half of August a lot of the senior executives on Wall Street and Europe take their summer 
vacations.  As a result, they leave instructions with the trading desks to make money, “but do 
not lose any money”, liquidity dries up, allowing any trading firm with a conviction to move the 
market easily in either direction.     
 
We still believe a number of important factors are still in place for the economy and the investor: 
 

1) The Federal Reserve is  on the investor’s side particularly if the Global Economy 
continues to pull back.  Currently, no country wants to have the highest interest 
rates as that will encourage investment inflows, driving up the price of their 
currency and potentially harming exports. The Federal Reserve outlined 3 factors 
for cutting interest rates last week:  

i. Soft global trade 
ii. Trade uncertainty 

iii. No inflation in sight 
2) No recession in sight at this time. As we mentioned in a previous article, it is very 

hard to go into a recession when the S & P 500 companies are making profits.   
3) There are a number of successes for the US economy, continued job growth, wage 

gains, high level of US consumer confidence, spending on discretionary items like 
recreation and durable goods.  As long as US unemployment and wages stay on 
their current path, there is no reason to believe higher prices from Chinese goods 
can’t be absorbed without triggering a recession. 

4) The bond market is not sending any alarming messages.  With interest rates low, 
the credit spreads between US Treasuries and corresponding investment grade 
debt are not widening out.  This allows companies to refinance debt at lower 
levels, keeping their interest expense at low levels.  

5) 30 fixed year mortgage rate for buying a home is under 4%, see chart below. 
People will still be buying homes, fixing them up,  overall a positive sign in my 
opinion..  As an aside,  let’s get a fixed mortgage in Denmark,  10 year fixed -
0.5%, 20 year fixed 0.00%, 30 year fixed 0.5%. Now is the time if you wanted a 
second property in the EU. 
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6) Energy is still cheap,  I filled up for gas at Costco on the weekend at $2.29  
7) Interest rates will be lower for longer,  while this may prop up both the US and 

Global economies since it encourages companies/people to borrow, at some stage 
the bottom for interest rates is zero.  Or is it? 

- currently $15T in debt worldwide which has a negative interest rate. 
 
Things we will be watching and commenting on in the future, include the following: 
 

- Happenings in Hong Kong…..as I write,  the airport is being occupied by protestors. 
- Brexit,  we will be following the ongoing saga. 
- Global trade discussions,  not just the US / China anymore.  Japan / Korea have their own 

little spat,  plus others. 
- Negative interest rates. 
- Modern Monetary Theory (MMT),  you will hear a lot of this in the run up to the next 

election. 
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Sources include the following:   
 
Research Affiliates June 2019 
13D Global Research and Strategy 
Riverfront Investment Group 
Joe Ziddle – Blackstone 
Bloomberg 
 

We thank you all for taking the time and reading “Market Watch.” It is meant as an educational 
piece on the always evolving markets. It is something we plan on providing every month, and 
your feedback is very important to us. Please feel free to always reach out with questions, 
thoughts, or comments. If there are ever any topics you wish us to explore, please share. April 
2019 
 
 On a personal note, RMH is now in the position to bring on new clients and please be sure to 
share this informational letter with whomever you wish. RMH’s focus is on the customizable 
investment needs of individuals, families, and foundations. We enjoy working with our clients to 
better understand their goals, values, and passions for what is important in their lives. In 
expanding our client base, we look forward to working with people who share these same desires 
     
 

Richard Mundinger, CFA 
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