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Same lyrics, different tune

Do worry, be happy

2018

1. Investors should worry

2. Businesses should be happy

3. Better year for Main Street 
than Wall Street

2019

1. Businesses should worry

2. Investors should be happy

3. Better year for Wall Street than 
Main Street
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Key themes

• The economy will grow more slowly, but still 
above-trend

• Manufacturing jobs are back and growing in 
the U.S.

• The Fed’s “Full Employment Mandate” has 
not been met

• We are still in the 8th inning of the expansion, 
but watching for the 9th
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U.S. economy: Structural limitations
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U.S. economy: Wage gains empower the consumer
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U.S. economy: Confidence drives Capex
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U.S. economy: Widening deficit = Fiscal stimulus

Surplus

Deficit
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Manufacturing jobs: 1991 – 2018
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Three chapters of U.S. manufacturing employment

U.S. global 
dominance

Europe & Japan recover 
industrial base

China & 
emerging markets
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The death & life of U.S. manufacturing

Trends

• China no longer the cheapest
• U.S. energy costs among the lowest
• U.S. energy industry demand
• Competitive tax environment
• Infrastructure rebuild

- Physical
- “Soft” infrastructure
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Net manufacturing jobs by subsector: 2010 – 2018
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The footprint of manufacturing is larger than you think

The Manufacturers Alliance for Productivity
and Innovation estimates:

Each dollar of domestic manufacturing
value-added generates $3.60 more

elsewhere in the economy.

Each manufacturing job
is associated with

3.4 other jobs.
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The Fed’s unfulfilled mandate
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The most important number
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The components of the workforce recovery
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Modeling a second chance society

A True
Second
Chance
Society

Private Sector
Employers willing to 
employ second 
chancers and provide 
support for needs 
typical to that 
community

Government
Reduction of barriers 

to employment of 
second chancers and 
support for employers 

who hire them

Non-profits
Preparation and referral of 
workforce, supplemental 

employee support, respecting 
the needs of employers
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Macro benefits: a longer, stronger expansion?
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Watching for the ninth inning
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Inflation expectations remain contained



19

The yield curve briefly inverted in August

Normal 
curve

Inverted 
curve
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Spreads not threatening on a long-term perspective
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PMIs becoming a point of worry
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What should investors do?
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How do markets behave toward the end of cycles
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How do markets behave toward the end of cycles

First yield curve inversion 
to equity market peak

Length to equity
market peak

Performance of 
S&P 500 index

12/14/1988 – 7/16/1990 19 months 41.4%

5/26/1998 – 3/24/2000 22 months 43.0%

12/27/2005 – 10/9/2007 21 months 28.8%

Source: Bloomberg, Strategas Research Partners
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The futility of market timing
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Questions?

Thank you
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Disclosures & definitions

GDP (Gross Domestic Product) is the total market value of all final goods and services produced in a country in a given year, equal to total consumer, investment and government spending, plus the value of exports, 
minus the value of imports. 
The Atlanta Fed Wage Growth Tracker is a measure of the nominal wage growth of individuals. It is constructed using microdata from the Current Population Survey and is the median percent change in the hourly 
wage of individuals observed 12 months apart.
CEO Confidence Index measures CEO confidence in the economy 1 year from now. This concept tracks the general state of the economy as it relates to businesses.
Capital Goods New Orders Nondefense Ex Aircraft & Parts tracks the value of new orders received during the reference period. It is often used as a proxy for capital expenditures, or CapEx. Capital expenditure are 
funds used by a company to acquire, upgrade, and maintain physical assets.
U.S. Treasury Federal Budget Deficit or Surplus as a % of Nominal GDP: The government budget balance is the difference between government revenues and government expenditures. A budget surplus would 
mean revenues are higher than expenditures. A deficit means expenditures are greater than revenues.
U-3 Unemployment Rate is the total unemployed as a percentage of the civilian labor force. U-6 Unemployment Rate is the total unemployed, plus all persons marginally attached to the labor force, plus total employed 
part time for economic reasons, as a percent of the civilian labor force plus all persons marginally attached to the labor force. 
The Labor Force Participation Rate refers to the number of people who are either employed or are actively looking for work. The number of people who are no longer actively searching for work would not be included 
in the participation rate.
The Consumer Price Index (CPI) is a measure of prices paid by consumers for a market basket of consumer goods and services. The yearly (or monthly) growth rates represent the inflation rate
5-Year, 5-Year Forward Inflation Expectation Rate measures expected inflation (on average) over the five-year period that begins five years from today.
The U.S. Treasury Yield is the pre-tax yield to maturity on Generic United States on-the-run government bill/note/bond indices at different maturities. The 10-yr and 2-year maturities are widely quoted and the spread 
between the two is often referred to as the “yield curve.”
The BarCap U.S. Corporate  HY YTW – 10-yr Treasury Spread is calculated by taking the Barclays Capital U.S. Corporate High Yield Yield-to-Worst minus the U.S. Generic Government 10-year Yield.
The Institute for Supply Management (ISM) Manufacturing Purchasing Managers’ Index (PMI) is an indicator of the economic health of the manufacturing sector. The PMI is based on five major indicators: new 
orders, inventory levels, production, supplier deliveries and the employment environment.
The S&P (Standard & Poor's) 500 Stock Index is a composite of the 500 largest companies in the U.S. and it is often used as a measure of the overall U.S. stock market.

Opinions are provided by Fifth Third Private Bank. This information is intended for educational purposes only and does not constitute the rendering of investment advice or a specific recommendation on investment 
activities and trading. The mention of any specific security does not constitute a solicitation or an offer to buy or sell any security. This information is current as of the date of this presentation and is subject to change at 

any time, based on market and other conditions. 
Asset Allocation, Diversification, Alternative Investment and Hedging strategies are intended to mitigate the overall risk within your portfolio. Some strategies may be subject to a higher degree of market risk than others. 

There are no guarantees that any strategy presented will perform as intended.
Indexes are unmanaged and do not incur investment management fees. You cannot invest directly in an index. Past performance is no guarantee of future results.

Fifth Third Private Bank is a division of Fifth Third Bank offering banking, investment and insurance products and services. Fifth Third Bancorp provides access to investments and investment services through various 
subsidiaries. Investments, investment services and insurance:

Insurance Products are made available through Fifth Third Insurance Agency, Inc.

Are Not FDIC Insured Offer Not Bank Guaranteed May Lose Value
Are Not Insured by Any Federal Government Agency Are Not a Deposit


