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PORTFOLIO	UPDATE	–	AUGUST	2,	2019	
	
The	last	couple	months	have	afforded	us	relative	calm	in	the	capital	markets,	with	the	S&P	500	climbing	
from	an	adjustment	down	to	under	2,750	points	to	more	than	3,000	by	the	time	July	was	coming	to	a	close.	
We	seem	to	have	adjusted	to	an	environment	where	major	political,	economic	and	trade	figures	walk	
around	with	war	paint	applied,	and	after	brief	interruptions	markets	seem	to	shrug	off	the	chest	thumping	
and	return	to	business.	Our	concern	right	now	is	that	this	time	is	different.	
	
A	convergence	of	three	significant	forces	seem	like	a	recipe	for	volatility	if	not	an	outright	correction.	
	
The	first	is	the	situation	with	the	Federal	Reserve.	On	the	whole,	we	actually	think	the	Fed’s	language	
coming	out	of	the	last	meeting	was	reassuring.	No	more	rate	hikes	means	the	risks	associated	with	rising	
rates	recede	for	a	while	more,	and	a	single	reduction	Chairman	Powell	characterized	as	a	mid-course	
correction	tells	us	any	concerns	about	the	economy	slowing	are	minor	and	addressable.	All	in	all,	the	Fed	is	
telling	us	things	are	pretty	good	and	that	staying	mostly	out	of	the	way	of	the	markets	and	the	economy	is	
the	right	course	of	action.	
	
Our	stock	market	thought	otherwise.	Many	investors	were	banking	three	rate	cuts	this	year,	and	bidding	up	
the	US	market	on	that	hope/assumption.	We	have	written	numerous	times	before	about	“monetary	
methadone”	and	investors	continue	to	be	hooked.		But,	this	alone	was	not	enough	to	darken	our	outlook.	
Our	assumption	was	that	the	longer-term	good	news	from	the	Fed	position	would	take	hold	and	the	short-
term	pouting	about	no	more	rate	cuts	would	go	away.	
	
Then	President	Trump	happened.	Again.	For	the	most	part,	the	markets	have	shrugged	off	his	Twitter-
jawboning	about	everything	from	the	Fed	to	China	to	free	trade.	It	has	introduced	some	extra	episodes	of	
volatility	in	the	very	short	term,	but	markets	now	seem	conditioned	to	keep	on	going,	actually	separating	
the	news	from	the	headline.	This	time,	President	Trump	reintroduced	the	rhetoric	of	tariffs	in	the	trade	
negotiations	with	China,	including	a	new	10%	tariff	imposed	on	another	$300	billion	in	imports	to	the	US	
beginning	on	the	1st	of	September.	Our	view	is	that	the	haphazard	approach	to	a	tariff	regime	is	not	
productive	—	While	the	goal	of	balancing	trade	with	China	is	necessary,	it	is	potentially	beyond	reach	
without	a	disciplined	approach.	The	market	has	previously	reacted	to	and	then	subsequently	shrugged	off	
prior	rhetoric	and	the	actual	implementation	of	tariffs.	As	of	right	now,	we	are	only	seeing	the	immediate	
reaction	on	the	announcement,	but	no	visibility	on	the	follow-through.	We	view	this	is	an	aggravating	
factor	but	also	nothing	that	would	break	the	market	loose	on	its	own.	
	
For	us,	the	more	consequential	concern	is	the	rapidly	deteriorating	civil	rights	situation	in	Hong	Kong.	
What	started	as	protests	against	a	botched	policy	move	by	the	China-friendly	HK	government	over	
extradition	to	the	mainland	has	expanded	to	more	widespread	political	unrest	and	protests	over	economic	
equality	and	right	to	vote	among	other	issues.	Some	protesters	have	gone	beyond	demonstrating	and	have	
begun	vandalizing	infrastructure	and	property,	and	the	interface	between	the	protests	and	law	
enforcement	have	gotten	increasingly	violent.	Our	specific	concern	as	of	Friday	morning	is	that	the	rhetoric	
from	Chinese	authorities	and	the	military	presence	has	gotten	increasingly	bellicose	in	their	determination	
to	restore	order	and	also	enforce	Chinese	(anti-democratic)	policy.	The	potential	for	an	event	multiples	the	
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size	and	consequence	of	Tienanmen	Square,	particularly	in	Hong	Kong	which	is	the	West’s	gateway	to	
capital	and	markets	in	China,	could	throw	markets	into	chaos.	
	
Any	of	these	on	their	own	would	give	us	pause,	but	taken	together	in	the	same	week	we	view	the	risks	as	
immediate.	For	that	reason,	we	have	reduced	our	equity	exposure	across	all	portfolios	and	models,	
primarily	from	emerging	markets,	but	also	selectively	from	small	cap	equity	and	in	a	few	cases	from	
corporate	credit	in	order	to	buffer	the	portfolio	from	this	concentration	of	event	risk.	If	any	two	of	these	
issues	move	toward	resolution	that	will	raise	our	confidence	that	staying	constructively	exposed	to	equity	
risk	is	ok.	However,	retaliatory	tariffs,	bullets	fired	at	protesters,	or	yet	another	problem	in	from	the	wings	
could	motivate	us	to	further	trim	market	risk	for	a	period	of	time.	
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DISCLOSURES	
	
Wilde	Capital	Management,	LLC	is	a	registered	investment	adviser.		Information	presented	is	for	educational	purposes	only	and	does	not	intend	to	
make	an	offer	or	solicitation	for	the	sale	or	purchase	of	any	specific	securities,	investments,	or	investment	strategies.		Investments	involve	risk	and,	
unless	otherwise	stated,	are	not	guaranteed.		Be	sure	to	first	consult	with	a	qualified	financial	adviser	and/or	tax	professional	before	implementing	
any	strategy	discussed	herein.	Past	performance	is	not	indicative	of	future	performance.	
	
It	is	important	to	remember	that	there	are	risks	inherent	in	any	investment	and	that	there	is	no	assurance	that	any	money	manager,	fund,	asset	
class,	style,	index	or	strategy	will	provide	positive	performance	over	time.	
	
Diversification	and	strategic	asset	allocation	do	not	guarantee	a	profit	nor	protect	against	a	loss	in	declining	markets.	All	investments	are	subject	to	
risk,	including	the	loss	of	principal.	
	
The	information	contained	herein	is	based	upon	the	data	available	as	of	the	date	of	this	document	and	is	subject	to	change	at	any	time	without	
notice.	
	
Portfolios	that	invest	in	fixed	income	securities	are	subject	to	several	general	risks,	including	interest	rate	risk,	credit	risk,	the	risk	of	issuer	default,	
liquidity	risk	and	market	risk.	These	risks	can	affect	a	security’s	price	and	yield	to	varying	degrees,	depending	upon	the	nature	of	the	instrument,	
and	may	occur	from	fluctuations	in	interest	rates,	a	change	to	an	issuer’s	individual	situation	or	industry,	or	events	in	the	financial	markets.	In	
general,	a	bond’s	yield	is	inversely	related	to	its	price.	Bonds	can	lose	their	value	as	interest	rates	rise	and	an	investor	can	lose	principal.	If	sold	
prior	to	maturity,	fixed	income	securities	are	subject	to	gains/losses	based	on	the	level	of	interest	rates,	market	conditions	and	the	credit	quality	of	
the	issuer.	
	
Foreign	investments	are	subject	to	risks	not	ordinarily	associated	with	domestic	investments,	such	as	currency,	economic	and	political	risks,	and	
may	follow	different	accounting	standards	than	domestic	investments.	Investments	in	emerging	or	developing	markets	involve	exposure	to	
economic	structures	that	are	generally	less	diverse	and	mature,	and	to	political	systems	that	can	be	expected	to	have	less	stability	than	those	of	
more	developed	countries.	These	securities	may	be	less	liquid	and	more	volatile	than	investments	in	U.S.	and	longer-established	non-U.S.	markets.	
	
An	investment	in	small/mid-capitalization	companies	involves	greater	risk	and	price	volatility	than	an	investment	in	securities	of	larger	
capitalization,	more	established	companies.	Such	securities	may	have	limited	marketability	and	the	firms	may	have	more	limited	product	lines,	
markets	and	financial	resources	than	larger,	more	established	companies.	
	
Portfolios	that	invest	in	real	estate	investment	trusts	(REITs)	are	subject	to	many	of	the	risks	associated	with	direct	real	estate	ownership	and,	as	
such,	may	be	adversely	affected	by	declines	in	real	estate	values	and	general	and	local	economic	conditions.	
Portfolios	that	invest	a	significant	portion	of	assets	in	one	sector,	issuer,	geographical	area	or	industry,	or	in	related	industries,	may	involve	greater	
risks,	including	greater	potential	for	volatility,	than	more	diversified	portfolios.	
	
Important	Disclosures:	Exchange-Traded	Funds		
	
Exchange-traded	funds	(ETFs)	are	investment	vehicles	that	are	legally	classified	as	open-end	investment	companies	or	unit	investment	trusts	
(UITs),	but	differ	from	traditional	open-end	investment	companies	or	UITs.	ETF	shares	are	bought	and	sold	at	market	price	(not	net	asset	value)	
and	are	not	individually	redeemed	from	the	fund.	This	can	result	in	the	fund	trading	at	a	premium	or	discount	to	its	net	asset	value,	which	will	affect	
an	investor’s	value.	Shares	of	certain	ETFs	have	no	or	limited	voting	rights.	ETFs	are	subject	to	risks	similar	to	those	of	stocks.	
	
ETFs	included	in	portfolios	may	charge	additional	fees	and	expenses	in	addition	to	the	advisory	fee	charged	for	the	Selected	Portfolio.	These	
additional	fees	and	expenses	are	disclosed	in	the	respective	fund/note	prospectus.	For	complete	details,	please	refer	to	the	prospectus.	
	
For	additional	information	regarding	advisory	fees,	please	refer	to	the	Fee	Summary	and/or	Fee	Detail	pages	(if	included	with	this	report)	and	the	
program	sponsor's/each	co-sponsor's	Form	ADV	Part	2,	Wrap	Fee	Brochure	or	other	disclosure	documents,	which	may	be	obtained	through	your	
advisor.	
	
Certain	ETFs	have	elected	to	be	treated	as	partnerships	for	federal,	state	and	local	income	tax	purposes.	Accordingly,	investors	in	such	ETFs	will	be	
taxed	as	a	beneficial	owner	of	an	interest	in	a	partnership.	Tax	information	for	such	ETFs	will	be	reported	to	investors	on	an	IRS	schedule	K-1.	
Investors	should	consult	with	their	tax	advisors	in	determining	the	tax	consequences	of	any	investment,	including	the	application	of	state,	local	or	
other	tax	laws	and	the	possible	effects	of	changes	in	federal	or	other	tax	laws.	
	


