
BespokePremium.com

Long Pause Or 
Finally A Peak?
Where The Global Economy 
Stands And The Outlook For 
Asset Markets.

April 29, 2019

An independent research firm that uses big data to present timely investment ideas in an easy to understand format.

https://www.bespokepremium.com/


BespokePremium.com

Introduction

• Bespoke Investment Group is an independent research provider and asset manager headquartered in
Harrison, New York.

• What is a Global Macro Strategist?

• More importantly, what is “Global Macro”?

• “Macro” refers to an investment process that is top-down, policy-sensitive, driven by economic trends,
involves multiple asset classes, and pursues absolute returns.

• Macro investing does not rule out investment in single stocks, but generally seeks to identify macroeconomic
catalysts as opposed to microeconomic catalysts.

• Policy catalysts: central bank or fiscal authority reactions to economic, financial, or political changes.

• Economic catalysts: economic or financial market shocks or trends.

• Behavioral catalysts: identifying market mispricing of risk driven by bias or poor understanding.

• Toolkit: economic data, economic models (either formal or informal), policy communication, technical
analysis.

• Successful macro trading requires risk management, diversification, and flexibility.

https://www.bespokepremium.com/
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Four Down, Eight To Go: Market Recap

S&P 500, Weekly, Past 5 Years

P/E vs 30y Average (%) 10 Year Yield, 1986 - Current
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EPS Good, Revenues Good, Guidance Rough
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The Fly In The Ointment: Global Growth

US Guidance Is Sensitive To Global Growth Global Activity Reversed Hard In 2018

48

49

50

51

52

53

54

55

56

-12

-8

-4

0

4

8
Monthly Equity Guidance Spread
(SA By Bespoke), 3m Avg

Markit Global Manufacturing
PMI

-35

-30

-25

-20

-15

-10

-5

0

5

10

15

20

25

30

-20

-15

-10

-5

0

5

10

15

20
Global Trade Volumes YoY

Germany Manufacturing
New Order Volumes YoY

https://www.bespokepremium.com/


BespokePremium.com

Where Does The Shock Come From?

Decomposition of YoY Global Trade Volumes By Region, Through January 2019

Germany Manufacturing New Order Volume % Change Since December 2017 Peak
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Eurozone Shock: Auto Industry

Eurozone Exogenous Shock: Emmissions Regulation Germany Auto Manufacturing Order Volumes
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Chinese Credit: Real Or Behavioral?

Chinese Growth Has High Credit Intensity Chinese Credit Looks Correlated To Equity Markets… …But Much Less So Presented Like-For-Like
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Made In China Makes A Comeback

Chinese PMI Confirms Domestic Strength China Industrial Production Volumes: Past 10 Years YoY
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Third Shock: Not A Shock At All

Global Expectations Cycle: Citi Economic Surprise Indices, 2004 - Current
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What About The US?

Another Mid-Expansion Slowdown Has Played Out ISM Manufacturing PMIs: US Outperforms, But Not Immune
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Fiscal Stimulus Offered Promise

Net Effect of Fiscal Policy Changes, % of GDP By Fiscal Year Cumulative Fiscal Effect of Policy Changes, % of GDP Fiscal Effect of Recent Policy Changes, % of GDP By Fiscal Year
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Declining Receipts Have Not Boosted Growth

Federal Receipts By Major Type, 3m Average, % of GDP Federal Outlays, Receipts, & Growth Sensitivity
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US Households Still Not Re-Leveraging

Composition of YoY Growth In Domestic Debt, By Sector Debt by Sector, % of GDP
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Markets To Fed: The Cycle Is Over

Hike Pricing Hasn't Been Very Accurate: Reason To Doubt Cuts? Recent Rates Rally Was Positioning-Driven
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US Catalyst: Housing

New Home Sales Reversing Higher, Inventories Clearing Rates Heuristic: Housing Stocks vs Mortgage Rates
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Implications: Interest Rates

The Trend Is No Longer Duration's Friend Term Structure Inverted…Depending On The Curve (%)

1

2

3

4

5

6

7

8

9

10

11

10 Year Yield

-1

0

1

1

2

2

3

3m5y UST Curve

2y10y UST Curve

https://www.bespokepremium.com/


BespokePremium.com

Implications: Equity Markets

GICS Level 4 Sector
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Conclusion

• The global economy has paused, but looks likely to recover.

• European and Chinese activity are the key areas to watch for confirmation of a recovery.

• US economic activity has paused, but should rebound.

• Favor cyclical stocks and low-duration fixed income.

Questions?

Contact

bespokepremium.com

george@bespokeinvest.com

@bespokeinvest

@pearkes
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