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SUMMARY: (Almost) everywhere I go, the cries of “Recession Coming!” ring out in flavor-of-the-day angst aimed at upsetting my 
— and your — peace of mind.  And then there is last Friday’s Non-Farm Payroll report.  Ah, yes, that meddlesome U-3 datum that 
showed U.S Unemployment has hit a 50-year low.  It’s so absurd it drives me to sarcasm — a commentary tool I rarely use. Yet I 
continue to stress that there are definitive differences between slow growth, no growth, and negative growth.  Let’s take a look... 

 

The global economy used to have a simple rule: The U.S. led; and every-
one else followed. Whether it was high interest rates in 1981, a         
technology bust in 2001 or a mortgage crisis in 2008, it was a weak U.S. 
that dragged other countries into recession, not vice versa.  With the 
politically-drive impeachment fiasco, this could be the year that script 
gets flipped. While the U.S. isn’t in recession, its manufacturing sector 
may be, and the broader economy has certainly slowed. Business       
investment and trade both subtracted from growth in the 2nd quarter, 
and some economists project that they did so in the 3rd as well. Overall 
economic growth has tracked close to a 2% annual rate thanks to strong 
consumers, but there are signs they, too, may be flagging.  Still, the    
employment data bodes well for 4Q19’s success. 

Here’s my take: 

While I don’t like the ISM data from last week, the U.S. survived the 
2015-16 dip on that chart just fine.  I expect the same result to happen 
this time.  “Politics aside” is easier said than done.  That’s the rub. 

 
 

The U.S. unemployment dropped to a 50-year low in September and job 
growth continued at a modest pace, signs the economy is holding up 
despite a broader global slowdown.  The jobless rate dropped to 3.5% in 
September from 3.7% in August, marking the lowest rate since          
December 1969 when it also logged in at 3.5%. Employers added 
136,000 jobs in September, and payrolls for August and July were    
revised up, the Labor Department reported Friday. Job gains and       
historically low unemployment have helped buffer the U.S. economy 
against weakness in manufacturing at home and abroad that have 
stoked concerns of a deepening slowdown.  So, of course, what will the 
Fed do? Will they cut 25– or 50-basis points later this month?  I expect 
25 bps, but there are plenty of U.S. trading partners that would like to 
see 50 bps just so the U.S. Dollar would weaken... 
Here’s my take: 

There has never been a U.S. (or any other country) recession when     
unemployment was at lifetime lows.  The two data points are exact    
opposites of economic behavior.  So, looking at the chart, could a “1970-1971” recession repeat occur?  It is way too early to 
tell.  My vote is that this current bull growth pattern is only in the 3rd inning... 
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About the CB3 Separately Managed Accounts (SMAs):                                         

Dynamic Income (DI) 

DI utilizes dividend-paying equity securities to generate income 
per its investment objective.  The portfolio is comprised of 20-
40 holdings, primarily in U.S. companies, with equity holdings 
concentrated among large-cap stocks.  Favored stocks have an 
increasing three-year net growth in payout. The portfolio may 
contain up to a 10% weighting in international and 60% in 
cash.  *Benchmark: iShares Select Dividend (DVY) 
 

Conservative Yield (CY) 

CY invests in fixed income ETFs and CEFs, aiming to produce a 
total return exceeding its benchmark, but also protecting its 
capital base. The portfolio can invest in anything from U.S. 
Treasury, short and long term corporate, international, 
emerging market, domestic and international high yield, and 
leveraged bonds.  Holdings range across durations and bond 
sectors.  Up to 60% cash can be held.  *Benchmark: Vanguard 
Total Bond Market (BND) 

Capital Growth (CG)  

CG uses advanced technical analysis to identify stocks with 
attractive momentum characteristics, targeting an investment 
objective of capital appreciation.  These stocks must also have 
a growth “story.”  The portfolio is comprised of 20-40 equities 
and ETFs across all market capitalizations. Up to 50% of assets 
may be invested in cash. International and alternative asset 
positions may be used. *Benchmark: iShares Russell 1000 Growth 
(IWF) 
 

Organic Value (OV) 

OV invests in stocks of established companies that are 
attractive on a technical basis and may be fundamentally 
undervalued. These stocks are returning capital to their 
shareholders through dividends and stock buybacks. The 
objective is capital appreciation.  The portfolio is comprised of 
20-40 individual positions. Up to 50% of the assets may be 
invested in cash. *Benchmark: iShares Russell 1000 Value (IWD) 

	

Rather than show you a monthly RRG chart, I am     
opting for a 100-year chart (!) on the S&P 500.  This is 
a 100-year look at the S&P 500.  Note that, even 
though the bull market began in 2009, we didn’t break 
out to new lifetimes highs until 2016.  I can make a 
case that the current 2016 break-out is maybe one-
third of the way towards completion — based on the 
length of the previous two secular bull markets.  After 
the worst market performance since 1929-1950, the 
depths of the 2000-2009 secular bear market is not 
likely to occur again for five to eight more years.  Will 
there be downturns and short–term bear markets    
during this timeframe?  Yes, for sure.  Could another 
2000-2009 downturn occur within the next 2-3 years?  
I do not see that based on current data.  And current 
data is what we use to make decisions for your        
portfolios. 

Please call or e-mail with any questions you may have.                                                                   
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Small Cap (SC) 

SC invests in small and micro-cap securities with the goal of capital appreciation. Dividends are merely incidental in this 
program.  The portfolio is comprised of 20-40 holdings, almost exclusively U.S. companies. Capitalization of equity holdings is 
limited to small- and micro-cap stocks.  Favored stocks have technically favorable attributes within sectors that are also 
technically strong. SC stocks may contain up to a 10% weighting and up to 60% in cash.   *Benchmark: Russell 2000 (IWM) 
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