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Over the last year, investors have become accustomed 

to markets rallying on hopeful trade deal news related 

to the ongoing U.S. – China trade war.  On October 

11th the Trump Administration announced that recent 

negotiations have resulted in a “Phase 1” deal, which 

forestalls an increase in U.S. imposed tariffs on 

Chinese goods being imported into the United States 
slated for October 15th.  Broad markets rallied more 

than one percent in response to this announcement, 

but that rise faded toward the end of the trading day 

as a lack of details, no written agreement, and a 

statement that the deal will be formalized over the 

next two to three weeks came to light.  

In response to this minimal, vague, “handshake” trade 

understanding, I have to believe that the smart money 

in the market expected such a hollow agreement that 

puts off President Trump’s threatened increase in 

tariffs due to domestic political considerations.  The 

current level of tariffs has been detrimental to 

economic growth and increases the amount of 

speculation that a recession could occur in 2020.  It 

would have been politically precarious to allow tariffs 

on Chinese goods rise any higher than the current 25% 

level and risk a recession before the election.  I do not 

expect the markets to treat this narrow and vague 

agreement, which does not lower tariffs as a relief 

valve of the current cautious sentiment, which has 

kept the broad U.S. equity markets from advancing 
much more than five percent since the beginning of 

2018.

What has become clear to me is that market 

expectations regarding the direction of U.S – China trade 

negotiations are the primary drivers of near-term equity 

market direction.  I have stated many times in the past 

that equity markets have a hard to discounting more 

than one or two macro risks at any one time.  In the 
unlikely event that markets could stop worrying about 

U.S. – Chinese trade negotiations, the truth is that there 

are other equally worrisome issues that will come to the 
forefront and keep markets on edge.   

The Chinese seem to be in the driver's seat as it is 
politically inconvenient for the incumbent U.S. 
administration to keep tightening the economic screws 
on China as we approach a presidential election year.  

Making matters worse, for the economy and markets is 

that without actually reversing tariffs, the economic 

damage and slowing economic growth here and abroad 
are likely to continue to worsen with each passing 

month.  Tariffs on Chinese goods now sits at 25% on a 

substantial amount of these imports, but not all.  The 

goods subject to tariffs are set to broaden even further 

in December.  Additionally, tariffs have begun to be 

imposed on European goods, and there are threats to 

expand what is subject to tariffs coming from Europe.   
In reality, tariffs on European goods would not only slow 

an already very weak European economy; they would 

indirectly hit China because the European Union is 

China’s single largest trading partner.  It is very hard to 

see how a very lethargic global economy can materially 

turnaround in the face of this bellicose approach ahead 
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of next year’s presidential election.  The current level of 

U.S. tariffs on Chinese goods and the uncertainly that 
now overhangs U.S. – European Union trade relations 
sows a damaging level of economic cost and uncertainty 
into the complex system of global commerce.  

Beyond tariffs, extreme uncertainty is the current state 

of affairs.  This menacing uncertainty is defined not only 

by trade relations, but political uncertainty is 

paramount with the future of the European Union 

hanging in the balance of Brexit and a possible new 

middle eastern migration resulting from Turkey’s 

incursion into northern Syria.  U.S. political strife is 

hitting extreme levels as the process of impeachment of 

the President gains momentum and the Democratic 

primary field begins to come into focus.   

Tactically, portfolio management during times of 

substantially high uncertainty must emphasize caution.  

Equity market strength will be used to harvest profits to 

be reallocated to more defensive investments.   
Opportunistic buying during periods of market 

weakness will occur, but will be tempered compared to 

less uncertain times.  Equity security selection will be 

skewed toward companies whose earnings are not 

significantly levered to above-trend economic growth, 

but are instead economically resilient, driven by 

company-specific catalysts or a product of strong 

secular growth trends.   

Seven Summits Capital portfolios are actively risk-

managed.  We do not react to markets by trying to time 

them; we instead can adapt to market and economic 

dynamics because we are not tethered to simply buying 

and selling highly correlated market products such as 

ETF’s or mutual funds.  We are highly differentiated 

because we use a buy/sell discipline developed over the 
last twenty years and an over-arching risk management 

approach to portfolio management that is individually 

calibrated to our clients’ unique situations.  

Our clients turn to us for more than managing highly 

customized portfolios.  For example, we. also help 

clients manage extraordinary tax liability situations.  We 

utilize unique strategies which can produce significant 

current-year tax losses to help offset high tax bracket 

earnings.  To help with estate planning, as well as tax 

planning, we utilize attractive charitable trust 

strategies that can provide substantial tax deductions, 

asset protection features, and the ability to have much 

of the value of your charitable contributions returned 

to you or your heirs on an inflation-adjusted basis in 

the future.  Everything we do is as a fiduciary.

I am proud that Seven Summits Capital is a fee-

only fiduciary that does not utilize “off the shelf” or 

conflicted proprietary products.  Instead, we provide 

highly effective customized solutions to some of the 

most consequential and complex financial challenges 

that successful individuals encounter throughout their 

lives.  

Seven Summits today has over 75 unique relationships, 

including many multi-generational relationships 

spanning 60 years or more.  We grow through referrals 
and I encourage everyone receiving this commentary 

to share it with friends and family.  We greatly value 

every referral that we receive from our clients and 

treat those referred with the same care that we have 

shown all of our clients over the years.
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Please remember that past performance may not be 
indicative of future results.  Different types of investments 
involve varying degrees of risk, and there can be no assurance 
that the future performance of any specific investment, 
investment strategy, or product (including the investments 
and/or investment strategies recommended or undertaken 
by  Coastal Investment Advisors), or any non-investment 
related content, made reference to directly or indirectly in 
this newsletter will be profitable, equal any corresponding 
indicated historical performance level(s), be suitable for your 
portfolio or individual situation, or prove successful.  Due to 
various factors, including changing market conditions and/
or applicable laws, the content may no longer be reflective 
of current opinions or positions.  Moreover, you should not 
assume that any discussion or information contained in this 
newsletter serves as the receipt of, or as a substitute for, 
personalized investment advice from Coastal Investment 
Advisors. To the extent that a reader has any questions 
regarding the applicability of any specific issue discussed 
above to his/her individual situation, he/she is encouraged 
to consult with the professional advisor of his/her choosing.  
Coastal Investment Advisors is neither a law firm nor a 
certified public accounting firm and no portion of the 
newsletter content should be construed as legal or accounting 
advice. A copy of Coastal Investment Advisors’ current written 
disclosure statement discussing our advisory services and fees 
is available for review upon request.

Curt Stauffer is an Investment Advisory Representative of 
Coastal Investment Advisors. Coastal Investment Advisors is 
not affiliated with Seven Summits, LLC. Investment Advisory 
Services are offered through Coastal Investment Advisors, a 
US SEC Registered Investment Advisor, 1201 N. Orange St., 
Suite 729, Wilmington, DE 19801.

Any mention in this commentary of a potential securities or 
fund investment should not be construed as a recommendation 
for investment. Investors should consult their financial advisors 
for advice on whether an investment is appropriate with due 
consideration given to the individual needs, risk preferences 
and other requirements of the client.
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