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That ‘70s Show:
Economic Reruns
Could Be on the Air
for Another Decade

By: Thomas F. Landstreet

q history in stagflation and other key
elements driving the U.S. economy

Government is the 800-pound gorilla in the economy.
Frustrating as that can be, investors who know how to
connect the dots between policies and stock prices stand
to make impressive returns. They can trade angst
for alpha.

Macro investors seek to identify investment themes
that move whole sectors of the economy, creating winners
and losers. In the case of government policies, they never
add to GDP, they just rearrange it.

| analyze policies through the scrim of what my former

boss Arthur Laffer calls the “four grand kingdoms of
macroeconomics.” This is more than an economic
framework--it's a way to make money. The Four Kingdoms
consist of monetary, fiscal, regulatory and trade policies. It is

TRUSscOl |

INVESTMENT MANAGEMENT



Arthur Laffer PhD Ronald Reagan




Laffer's Four Grand Kingdoms of Macro economics

* Monetary — Money, banking & interest rates
* Fiscal — Tax rates, subsidies, stimmies, all spending
* Trade — Free trade, to trade wars to shooting wars

* Regulatory — Requirements, restrictions



Americans are flocking to Texas: 9 of the 10
fastest-growing U.S. cities are there

The population growth in many Texas towns may be attributed in part to the state’s relatively
lower cost of living compared with many other states.




"Inflation is
chasing too few goods"

Milton Friedman
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Monetary Policy
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Source: Board of Gavernars of the Federal Reserve System (US) fred.stlouisfed.org

Shaded areas indicate U.S, recessions.
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Fiscal Policy



FACT SHEET: CHIPS and Science

Act Will Lower Costs, Create Jobs,
ACT GUIDEBOOK Strengthen Supply Chains, and

CLEAN ENERGY Counter China

INFLATION REDUCTION




Unexpired Expired
COVID-19 Total unobligated unobligated Total
relief fundin obligations balance balance  expenditures

Public Health and Social Services Emergency Fund 345.7
(Health and Human Services)

Pension Benefit Guaranty Corporation Fund 52.7
(Pension Benefit Guaranty Corporation)

Emergency Rental Assistance 46.5
(Treasury)

Veterans Medical Care and Health Fund 14.5 9.9
(Veterans Affairs)

Transit Infrastructure Grants 69.5 65.9
(Transportation)

U.S. Coronavirus Refundable Credits 62.4 58.8
(Treasury)

CDC-Wide Activities and Program Support 26.4 228
(Health and Human Services)

Other areas (includes over 250 accounts) 3,996.8 3,925.5
Total 4,614.5 4,499.8

Source: GAO analysis of data from the Department of the Treasury and applicable agencies. | GAO-23-106647

INVESTMENT MANAGEMENT



Percentage of Gross Domestic Product
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US Federal Debt Net Interest Payment to GDP
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FRED w = Government current expenditures: Federal: Income security: Welfare and social services
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Shaded areas indicate U.S. recessions.
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I Figure 1: It is as if the Fed has cut rates for US Corporates

4% | US non-financial corporate net interest expense
as % of GDI
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Sowrce : Deutsche Bank, Bloomberg Firsance LP I

Source: Deutsche Bank Research
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FRED 44— Consumer Price Index for Al Urban Consumers: Al Items in U, City Average
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US Core PCE Price Index QoQ Annualized

Survey: 2.7%
Actual (Q2): 2.9%

The Daily Shot*
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Exhibit 10: US Inflation is on the Move
CPlYoY % Today vs. CPl YoY % 1966-1982 Replayed (rhs)
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Source: Bloomberg.
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Europe

Green suicide



ESG Gone Wild in Ireland

"
)

200,000 cows to be culled in order to meet climate targets
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Texan's idea of green compliance

RESERVED
FOR
GREEN
VEHICLES
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24-sui-24 HCOB Germany Manufacturing PMI: New orders

Jul: 41.3

The Daily Shot”
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Source: S&P Global
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2428 HCOB Germany Manufacturing PMI: Employment

Jul:

The Daily Shot” w
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Source: S&P Global
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HCOB France Manufacturing PMI

Survey: 45.9
Actual (Jul): 44.1

The Daily Shot”
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Source: S&P Global
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"Inflation is too much
money chasing -

TRUSCO |




Trade

Geopolitical Shifts Underway
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Figure 7. Trade Restrictions Imposed
(Number)
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Charts of the Day

12M Rolling Share of U.S. Imports by Countries & Hegmn & Ds
China - LHS

Mexico - LHS
Sngapore, TaWwan & South Korea - RHS
— =w— — Emarging East Asia® - RHS

“Mainly Indonesia, Malaysia, Philippines,

Source: Hugo Ste-Marne, Portfolio & Qusntitstive
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China's Local Governments Are In the Red )
They rely on transfer payments from Beijing, other funds to make ends meet

/ Combined budget deficit B Central government's surplus = Local governments' deficit

200 1 12 183 "4 15 16 7 18 19 20 ‘21 22 2023

Source: Ministry of Finance
Note: Shows augmented balances, which include main budgets and fund budgets




Hidden Risks

Local government financing vehicles have |
racked up trillions of dollars in off-the-books
debts, far surpassing official debt loads.

$10.0 trillion

L B Official
local debt

5.0
B Local

25 financing
vehicle
0 debt

2018719 20 21 22 '23 '24




PBoC 1-Year Lending Facility Rate

2.30% / -20 bps

4

The Daily Shot”
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24-1u-24 HSBC India Manufacturing PMI: New Export Orders

Al

Jul: 57.3

The Daily Shot”
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Source: S&P Global
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Hndtan Banks' Short-Term Debt Soars on Loan Demand
’ @ Total Certificates of Deposit Outstanding Hi: 4248,

™ Year- onmmm’@-jg loans on 6/28/24 MYear-on-year growth in deposits on 6/28/24
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Source: @markets Read full article

Back to Index
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United States, international students enrolled
in higher education, by country of origin,'000
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Source: Institute of International Education

CHART: THE ECONOMIST

source. The Economist Read full article
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BRICS Draws Membership Bids From 19
Nations Before Summit

m Algeria, Egypt, Indonesia have asked to join the group
® Foreign ministers from the five BRICS members meet in June

Don’t let

volatility be
the end of
opportunity.

Discover how PIMCO
fixed income can lead
to better outcomes

= d \ | I' | >

Yang Jiechi attends the 11th Meeting of the BRICS High Representatives for Security Issues via
video link in Beijing. Photographer: Yin Bogu/Xinhua/Getty Images
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Chart 3: Geopolitics...freight rates up 120% past 6 weeks
Global freight rates- 6 month % change

180%
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— Global freight rates - 6mo % chg
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Sowrce: BofA Global Investment Strategy. Bloomberg

BofA GLOBAL RESEARCH

Source: BofA Global Research




U.S. Recession Debate

No Landing?
Soft Landing?
Hard Landing?
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Economlc Growth Quickens,
Rising at 2.8% Rate in Second

Quarter

Second-quarter GDP marks sharp acceleration from the
first quarter




2640824 Kansas City Fed Manufacturing Index

Survey: -5
Actual (Jul): -13

The Daily Shot”

| 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024

TRUSCO| |

INVESTMENT MANAGEMENT




swae  Kansas City Fed Manufacturing: Number of Employees

-12

The Daily Shot”
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Share of S&P 1500 companies
paying a dividend or
repurchasing stock

m Dwvdends 1 Buybacks

63% i

1965 Today

Source: FactSet, Goldman Sachs Global Investment
Research




GLOBAL PE DRY POWDER [SM]
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Pace of PE Distributions Drops to More Than Decade Low
m Distributions as % of NAV

1996 98 00 02 04 06 08 10 "2 "4 16 18 20 2022

Source: Raymond James Private Capital Advisory. Fundraising Market Analysis
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Cash Flows for Private Equity Investors Turned Deeply Negative
Difference between quarterly capital calls and distributions globally

|
2000

Source: The Burgiss Group

Source: @PaulJDavies, @opinion Read full article
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Venture capital fund distributions

As a share of net asset value; Quarterty; Q1 2004 to Q4 2023

40%

Data: PitchBook; Note: Data is for funds S to 10 years old; Chart: Axios Visuals
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Recessions Often Start Not Long After The Fed Beéiné
Cutting Rates
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NOTE: SHADED AREAS DENOTE NBER-DESIGNATED RECESSIONS
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Recent Chinese
tariff increases

/

Electric vehicles
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Trump

Oil & Gas
* Increase LNG exports
* Allow more drilling on federal lands and
offshore
» Accelerate new pipeline projects
» Deregulate oilfield emissions

Pro Nuclear

Diminish Off-Shore Wind

Ban EV Tax Credits

Against Green New Deal

Withdraw from Paris Climate Accord

Harris

Oil & Gas

= Continue Biden's ban on LNG exports

= Ban drilling on federal lands and offshore
» Enact fees for greenhouse gas emitters
» End hydraulic fracturing

Pro Nuclear
Expand Off-Shore Wind

EV Tax Credit
« Current EV tax credit of up to $7,500

Green New Deal
Pro the Paris Climate Accord
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Betting Odds Data

BETTING ODDS TRUMP HARRIS OBAMA KENNEDY NEWSOM

RCP Average 57.1 35.1 2.8 1.2 0.9
BetOnline 59 37 —
Betfair 56 32

0
Bovada 59 36 2
Bwin 60 37
Polymarket 57 31
Predictlt 53 40
Smarkets 56 33
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Market Cap to GDP by Country

More
Overvalued

95% 93% 93% More

83% g1% Undervalued
75% :

55% 54%
2% 495
44% 429

37%
34% 329 32% 32% 29% 2745 2o

UK
Australia
Singapore

South Korea
Malaysia
South Africa
China & HK
Indonesia
New Zealand
Argentina

Source: Bloomberg; Tavi Costa © 2024 Crescat Capital LLC
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% of U.S. adulls who say they follow each type of news ...

m Very closely mSomewhat closely

Net

78% 78 82

it

44

2016 2017 2018 2024 2016 2017 2018 2024

Local news National news

Source: Pew Research Center survey of U.S. adults conducted Jan.

22-28, 2024.
"Americans’ Changing Relationship With Local News”

PEW-KNIGHT INITIATIVE
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Questions?

Tom Landstreet
Trusco Capital Management
615-271-4481

truscomgmt.com
Twitter: @Tlandstreet
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