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GLOBAL ECONOMIC OVERVIEW

“Slower Doesn’t Mean Done”

We see domestic and global growth slowing as the protracted expansion enters the final
innings of an extra innings economy. The US economy has been the driver of what matters

most to worldwide equity markets, expanding earnings!

Going forward, the U.S. economy will become a headwind rather than a tailwind to
continued global economic expansion. This change is driven by a multitude of economic and

geopolitical developments.

As most of the news reading public is aware, the uncertainty surrounding our economy is
championed by the tech trade war or more succinctly, the intellectual property debate between

the U.S and China.

Adding to the uncertainty, strained financial conditions (i.e. elevated interest rates),
compressed margins and tighter labor markets are contributing to the U.S. slowdown. Further
clouding the markets clarity is the uncertainty surrounding monetary policy. Corporate business
plans and their resultant capital expenditures (CAPX) have deteriorated while trade activity and

business sentiment have both faded.
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Overall, the reduced U.S. fiscal contribution should be mildly dilutive considering

enhanced government stimulus in China and Europe.

Although both domestic and global growth are slowing with minimal inflation, it is
important to highlight that underlying inflationary pressures still vary across regions, reflecting
contrasting macro fundamentals and differing levels of capacity utilization in the world’s major
economies. We expect developed market central banks to continue adopting a strategy of
gradual normalization regarding interest rates, while being sensitive to macro-economic

developments.

Therefore, thoughtful increases in interest rates will now be linked with a measured
unwind of global and domestic net asset purchases. This formula indicates a clear shift from

Quantitative Easing to Quantitative Tightening.

www.YosemiteCapital.com YCM




Exhibit 1, S&P 500 Volatility Index (VIX) Source: YCharts
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Overall, we see the risk of a U.S. recession as minimal in 2019, but as we extend into 2020 the
probability of a mild recession increases. We believe the forward looking equity markets are
pricing in an overly pessimistic future igniting volatility (see chart above) that continues to cloud

a more positive economic environment.
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Disclaimer: Past performance is not indicative of future results, The information contained herein is based on internal research derived from
various sources and does not purport to be statements of all material fact relating to the issues mentioned. This information contained herein, while
not guaranteed as to accuracy or completeness, has been obtained from sources we believed to be reliable. The views expressed are the views of
Yosemite Capital Management, and are subject to change at any time based on market and other conditions. This is not a solicitation for the
purchase or sale of any security and should not be construed as such. References to specific securities and issuers are for illustrative purposes only
and are not intended to be, and should not be interpreted as, recommendations to purchase or sell such securities. The S&P 500 Index is designed
and maintained by Standard & Poor’s (a division of The McGraw-Hill companies), is a free-float market capitalization weighted index that
includes 500 leading companies in industries of the U.S. economy, and is intended to be an ideal proxy for the total market. This index is
calculated on a total return basis with dividends reinvested and is not available for direct investment. CAPX is the capital expenditure of the firm,
standing for the net investment of the firm during the period.
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