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PORTFOLIO	UPDATE	–	OCTOBER	31,	2019	
	
Trade	activity	on	Halloween	might	suggest	we	have	been	spooked	by	current	events	and	markets.	There	
certainly	is	plenty	about	which	to	be	concerned	from	Brexit	to	ongoing	tensions	in	Hong	Kong	to	Congress	
certifying	an	impeachment	process	along	party	lines.	Yet	again	channeling	the	(not	so	great)	orator	and	
former	SecDef	Donald	Rumsfeld,	these	are	the	known	knowns,	and	we	have	been	positioned	around	the	
threats	and	the	opportunities	presented	for	some	time,	with	our	latest	shift	in	posture	going	back	to	August	
as	conditions	were	deteriorating	around	the	growing	protests	against	the	PRC	in	Hong	Kong.	
	
On	balance,	after	a	dramatic	(relatively	speaking)	drop	in	long-term	rates	drove	the	total	return	of	bonds	
up	considerably,	we	see	the	next	leg	of	return	opportunity	being	in	the	equity	markets	at	home	and	abroad.	
Bonds	could	stay	where	they	are,	or	rise	slightly.	Either	outcome	does	not	provide	a	particularly	attractive	
risk/return	profile	for	bonds.	We	have	restored	a	market	weight	in	non-US	equities	primarily	through	
developed	economies	and	trimmed	but	sustained	an	overweight	to	US	equities	while	also	buying	more	into	
small	cap	companies	which	have	not	performed	as	well.	In	most	of	our	portfolios	we	do	not	own	non-US	
bonds,	and	for	our	ESG	strategies	we	do	selectively	in	the	Green	Bond	space.	Overall	we	are	pro-market	and	
have	committed	most	of	our	portfolios’	cash	to	stocks.	
	
While	we	can	never	say	with	certitude,	it	does	seem	like	the	Fed	is	on	a	path	of	holding	the	line	if	not	easing	
on	rates.	Maybe	our	ideal	is	that	the	Fed	is	independent	and	focuses	entirely	on	jobs,	inflation	and	
economic	health.	More	and	more	Fed	watchers,	economists,	and	academics	seem	to	be	directly	saying,	or	at	
least	implying,	that	the	Fed	is	being	responsive	to	the	markets.	The	jury	is	very	much	out	as	to	whether	this	
is	only	a	theoretical	or	structural	problem	in	the	long	term,	but	the	reality	has	been	a	pretty	high	
correlation	of	Fed	response	to	adverse	market	moves	for	a	while	now.	Those	market	moves	could	be	
argued	are	themselves	responses	to	more	fundamental	signals	in	the	economy,	but	the	relationship	still	
stands.	We	therefore	are	reasserting	our	conviction	that	“lower	for	longer”	is	not	going	away.	That	is	
further	reinforced	by	what	some	of	the	most	trusted	asset	management	voices	to	whom	we	listen	are	
saying	–	that	taken	over	the	arc	of	history,	we	are	actually	closer	to	real	normal	than	we	want	to	believe.	
Most	of	us	have	spent	our	entire	careers	inside	the	30+	year	decline	in	interest	rates	from	what	were	
extraordinary	highs.	We	would	have	to	talk	to	our	parents	and	grandparents	to	hear	tales	of	low	single-
digit	rates.	Easy	Fed	policy	combined	with	ongoing	support	from	the	other	major	central	banks	means	
equity	markets	should	continue	to	benefit	and	the	rate	curve	will	stay	fairly	flat.	
	
Europe	had	been	a	low-conviction	region	for	us	for	a	while	now.	Germany	has	stumbled,	nations	are	
turning	inward	and	the	benefits	of	cross-border	mobility	are	being	stunted	in	the	quest	to	slow	population	
migration.	The	parade	of	absurdity	out	of	10	Downing	Street	vis	a	vis	Brexit	would	make	Mr.	Bean	cross	his	
eyes	as	it	has	the	EU.	To	put	it	bluntly,	things	have	not	been	good	for	developed	Europe.	We	have	
maintained	a	strong	underweight	as	a	result	because	of	the	blend	of	poor	economics	and	bad	news.	That	
clattering	sound	you	hear	is	the	Brexit	can	being	kicked	further	down	the	street	to	the	end	of	January	2020,	
and	we	are	looking	at	snap	elections	for	the	holidays.	While	we	can	not	assert	that	things	are	better,	we	can	
say	that	the	rate	of	bad	news	is	slowing,	and	market	participants	have	been	pretty	rough	on	asset	prices	up	
to	this	point.	We	feel	that	Europe	is	a	value	play	taken	in	totality,	and	there	is	a	combination	of	less	risk	that	
asset	prices	could	tumble	to	more	bad	signals	and	a	greater	probability	that	good	news	starts	to	flow,	and	
once	the	market	becomes	wise	to	that	prices	could	lurch	higher	quickly.	
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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.	
	


