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“There is one rule for industrialists and that is:  Make the best quality of goods possible at the lowest cost possible, paying 
the highest wages possible.” 

       -Henry Ford 

 

Continuing down the path of the longest economic expansion in our nation’s history we should take a moment to understand 
the reasons behind its longevity.  Part of that understanding is that by March 2009 the markets had contracted so much it 
was as if we were headed for a total collapse of the financial system and thereby the whole economy.  Coming up from such 
an extreme low once confidence started seeping back in was the beginning.  What happened next was a normal human 
response to adversity; overreact to try and prevent a recurrence.  By that I mean our lawmakers began to regulate to a 
degree not seen since the Great Depression of the 1930’s.  Adding approximately 21,000 new regulations, law makers 
required businesses to comply with these new laws at an estimated $22 billion annual cost. This left businesses with less to 
raise wages and invest in capital expenditures, all things that slowed the recovery.  While I’m not arguing there wasn’t a need 
to increase scrutiny over the bad actors in the financial markets, what I do believe is that the agencies responsible for 
oversight were equally at fault in not following the regulations that were already on the books.  Knowing that tweaking 
regulations to keep laws current is vital, creating new ones and not getting rid of the old tends to be overkill. 

 

As Congress began reducing regulations and embarking on a tax reform package, businesses began to gain confidence in their 
ability to compete globally.  With that new-found confidence, they began to invest in themselves as well as their employees.  
An argument can be made that too much of these new-found funds were used to buy back stock and pay CEO’s bigger 
bonuses, in some cases may be true; however, in a broader sense its not.  GDP would not be growing at a 3% plus level and 
wages for all workers up 5% in 2018 without investment and expansion taking place.    Even though more time is needed to 
see the full effect of these legislative changes, on the surface the economy is growing above normal and unemployment is at 
historic lows. 

 

Where to now?  That’s the $64,000 question.  Unilateral negotiations tend to be the stated direction.  Would we as a nation 
be better off with our allies by our side?  Not sure, but when our allies are taking advantage of us through added tariffs 



against us is it possible to negotiate against one’s self?  Tariffs that were agreed upon on the 1940’s to help rebuild Europe 
and Asia after World War II have out lived their purpose.  Tariffs agreed upon with China when China was an emerging 
economy and needed help in kick starting their growth have out lived their purpose.  Years of kicking the can down the road 
should end, however the direction of these negotiations are tough to watch.  

 

I do believe it’s in the best interest of all parties to reach an agreement on trade, but a quick fix is improbable.  One thought 
is that with the election just 17 months away some resolution is probable prior to that date.  Politicians in power realize that 
a good economy tends to keep them in power. 

 

Update 

The economy is growing at a 3.2% level coming out of the second quarter.  Unemployment is at 3.7% nationally.  The 
consumer is strong, but manufacturing, materials and transportation are feeling the effect of the trade scrimmage the most.  
Financials are also having troubles with net interest margins (NIM) due to low interest rates.  Pharmaceuticals are struggling 
because of the pending legislative issues with the cost of certain medicines.  However, I believe these issues will be resolved, 
and as they are, I’ll be looking to add names of companies wrongly sold off and that show upside opportunity. Earnings are 
still beating analysts’ projections, however in most cases those estimates have been revised lower over the past three 
months. Even though the likelihood of an earnings recession is possible, it’s now looking improbable. Earnings for the second 
quarter should come in with an increase of approximately +1%. More later... 
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IMPORTANT DISCLOSURES 

The information set forth was obtained from sources believed to be reliable, but we do not guarantee its accuracy or completeness.  Past performance is no 
guarantee of future results. The views expressed herein are those of the author. All opinions are subject to change without notice.  Neither the information 
provided, nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.  Past performance is no guarantee of future results.This 
information has been prepared solely for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security 
or other financial instrument, or to participate in any trading strategy.  Past performance of any security is not a guarantee of future performance. There is no 
guarantee that this investment strategy will work under all market conditions.    Holdings are subject to change daily, so any securities discussed in this profile 
may or may not be included in your account if you invest in this investment strategy. Do not assume that any holdings mentioned were, or will be, profitable.  
The performance, holdings, sector weightings, portfolio traits and other data for an actual account may differ from that in this material due to various factors 
including the size of an account, cash flows within an account, and restrictions on an account.  Top holdings, sector allocation, portfolio statics and credit 
quality are based on the recommended portfolio for new investors as of the date specified. Holdings lists indicate the largest security holdings by allocation 
weight as of the specified date. Other data in this material is believed to be accurate as of the date this material was prepared unless stated otherwise. S&P 500 
Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market.  An investment cannot be made directly 
in a market index.Tax laws are complex and subject to change. Wells Trecaso Financial Group, LLC does not provide tax or legal advice and are not 
“fiduciaries” (under ERISA, the Internal Revenue Code or otherwise) with respect to the services or activities described herein except as otherwise agreed to 
in writing by Wells Trecaso Financial Group. Individuals are encouraged to consult their tax and legal advisors (a) before establishing a retirement plan or 
account, and (b) regarding any potential tax, ERISA and related consequences of any investments made under such plan or account.Securities offered through 
IFS Securities, Inc., Member FINRA/MSRB/SIPC. 3414 Peachtree Road NE, Suite 1020, Atlanta, GA 30326.   IFS Securities Inc. and Wells Trecaso Financial 
Group, LLC not affiliated.  Securities offered through IFS Securities are NOT FDIC INSURED, NOT BANK GUARANTEED, and MAY LOSE VALUE. Please 
contact your financial advisor for information regarding specific investments.  Investing involves risks, including possible loss of principal.  Please consider 
the investment objectives, risks, charges and expenses of any security carefully before investing. 

 


