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V A N  L I E W  T R U S T  C O M P A N Y

The holiday season for all of us generates many different emotions.  There is joy, and at times, anxiety, pertaining 
to family and possibly finances.  There are also the expectations for the new year.

Given the cross currents of politics and economics, both here and abroad, we wouldn’t be surprised to see more 
volatility, and some unexpected results in the equity and bond markets.

We believe a recession is not imminent.  Consumers will continue to be the mainstay for economic growth as 
manufacturers face more uncertainty.  In this time of lower expectations, management of the companies in which 
we invest on behalf of our customers will need to adjust to the business environment in order to maintain attractive 
growth and profitability targets.  We are concerned but optimistic about 2020.

In this holiday issue of As We See It, my associate Sam Hallowell reviews three different paths that the economy 
may follow in 2020.  Two, of which, could be very rewarding for investors.
            Alfred B. Van Liew
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T H O U G H T S  F R O M  O U R  C H A I R M A N

November is the time we try to tighten our focus on 
the long-term outlook for US stocks and bonds in the 
coming year. There are several things we know: the 
tariff war is the major issue and impediment to strong 
economic expansion; the Federal Reserve, by its own 
admission, has made its last rate cut for the foreseeable 
future; year-to-date equity and bond investment 
performances were far better than expected; the rate 
of US GDP growth has slowed to slightly below a 
target of 2%; employment and unemployment numbers 
are very good and consumer confidence is strong. In 
addition, the rate of inflation remains low and salaries 
are growing at a pace higher than inflation. All in all, it 
seems the country is in a good place economically for 
the start of the New Year. These are pretty remarkable 
outcomes when cast against a world economic 
environment that exhibited slowing growth roiled  

    by tariff wars, Brexit  
    woes and geopolitical  
    volatility. We   
    spend hours in our  
    weekly investment  
    meeting discussing  
    economic data and 
comments from several analytical sources. This being 
Halloween season, we have also brought out a crystal 
ball to help look into the future. 

When we wave our hands over the ball it presents 
three possible outcomes which waft around like 
swirls of smoke. The first path shows a future in 
which existing tariff confrontation escalates and trade 
disruption becomes more widespread, US economic 
growth slows more dramatically causing 
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tensions lead to a bounce in consumer confidence and 
spending.  Executive confidence improves, leading to 
expectations of a boost in business spending on plant 
and equipment. The need for further Fed rate cuts 
ends.  Softening of the trade war prompts an increase 
in business investment while salaries and home prices 
(a major source of wealth) start slowly rising again. 
The unpredictability of US economic policy remains 
an issue, but the overall investment climate improves.   
 
Reviewing these outcomes we think the odds very 
small of the first two scenarios happening, maybe 10% 
or less. We lean towards path number three because 
we believe some settlements to the tariff war and 
Brexit will eventually be found in 2020, if for no other 
reason than they are hurting every nation, not just 
the combatants. The economic pressure to come to a 
solution continues to build. Even partial settlements 
with talks of future meetings would significantly 
relieve global angst and stimulate worldwide economic 
activity.  That being said, we believe our economic 
expansion, although slowing, is still intact and we 
are inclined to continue to overweight fundamentally 
sound US securities until the path to the future 
becomes clearer.   

consumer sentiment to drop sharply in concert with a 
contraction in employment levels and wage growth. 
At the same time the European Union struggles to 
forestall constituent-wide recessions as expectations 
for improved global growth numbers deteriorate. 
Brexit is kicked down the road once again and the 
rate of Chinese economic growth dips below 5%. 
The worldwide slowdown also compresses the level 
of interest rates further as more nations transition to 
negative yields while governments, handicapped by 
political infighting and rising deficits, are unable to 
respond.  That is one pretty grim forecast.

The second path appears as a polar opposite. Brexit is 
completed with no major disruptions. Europe adopts 
a policy of fiscal stimulus and emerging market 
economic conditions begin strong rebounds which 
help to push interest rates there well above zero. China 
comes to terms with the US on trade and a deal is 
signed. Business executive sentiment jumps leading 
to increased spending on plant and equipment. The 
outlook for US economic growth jumps as a result. 
Consumers applaud the news, increasing spending 
above anticipated levels. Domestic interest rates begin 
to gradually rise while the value of the dollar weakens 
against other major currencies. That also raises hope 
of strengthening export volumes.  That is a very sunny 
outlook.

We wave our hands one more time as the third 
outcome becomes clearer. Concerns about continued 
slowing in global growth dissipate a bit as signs of 
progress are made on the tariff front. The abating trade 

As the outlook for manufacturers has clouded in 2019, consumers have 
saved the day and continue to be the driving force behind US economic 
growth.  Retail sales have held up despite the modest slowdown in US 
GDP.  We think holiday spending may look good too.        
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