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Although the commen-
tary in this newsletter has
been thoroughly re-
searched, well-reasoned
and contains many im-
pressive multi-syllabled
words, please enjoy it
responsibly. There are
many economic minds
that are far smarter than
mine—and even they
can’t agree on even the
simplest economic ques-
tions. In other words,
please enjoy this news-
letter with the full under-
standing that it may be
entirely wrong.

Financial Wanderings

A masterful examination of the previous month’s financial events, written by Brad Blackburn, CFP ©

(and made even awesomer by Andrea Dickerson)

The wrong time for stimulus

Recently, Trump and the Republicans
passed a major tax cut, and also increased

government spending by $250 billion.

Nearly everyone agrees that both of those
things will stimulate the economy, at least
over the short term; so, the stock market
celebrated. However, the market hasn’t
been as optimistic lately. Ironically, the tax
bill and increased budget are part of the
problem. It all comes down to bad timing.

When an economy is in a recession, there's
slack in the “economic rope.” That means
there are plenty of people who don’t have
jobs, lots of empty office buildings to fill,
and lots of idle manufacturing equipment
to ramp back up.

At times like that, you can stimulate the
economy without causing inflation and in-
terest rates to rise. But that’s not where

our economy is. At this point, our eco-
nomic rope is tight — if you pull on it, the
whole thing will move.

There’s another aspect to this as well.
Nearly everyone agrees that the tax bill
and increased budget will leave us with a
higher national debt.

If you go to the bank for a loan when you
already have a lot of debt, and you’ll
want even more debt in the future — that
bank is going to charge you a really high
interest rate. We are already seeing that
effect here in America. Since the start of
the year, the 10-year US Treasury Bond
yield has risen more than 15%, which
means higher interest rates for everyone.

So, although we might all be saving mon-
ey on our tax bills, we’re already paying
more for credit cards, auto loans, and
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mortgages. Similarly, if the tax bill
allows your employer to give you a 3%
increase in your salary, but also caus-
es inflation to pick up to 3% - there’s
no net benefit to you. In other words,

every bit the economy improves from
this point will likely be matched by
higher interest rates and higher
inflation.

Continued from page 1)

This just wasn’t the right time for eco-
nomic stimulus. If you are fat and hap-
py, that’s not the time to stuff your
face with even more cake. Unfortu-
nately, that’s exactly what America is
doing. In fact, if we keep eating cake,
we might get a stomach ache. The
markets are starting to realize that.

Trade wars are not “good and easy to win”

My first thought when | heard Trump’s plan to slap 25%
tariffs on steel imports (and 10% on aluminum) was some-
thing like this: “The global economy is finally clicking on all
cylinders, why are you messing with it?” Upon more re-
flection, | think that was exactly the right response.

However, Trump is right that there’s a problem. While
global trade has absolutely benefitted America, we are
getting a raw deal in some ways (including steel). The
guestion is how to solve that problem.

There’s a broad consensus among financial and economic
experts that trade wars hurt everyone. Even among politi-
cians, there’s remarkably bipartisan agreement on that
point. Of course, Trump isn’t really a guy who believes in
experts or common wisdom.

It’s easy to see why tariffs are appealing. If imported steel
is 25% more expensive, American steel producers can
raise their prices and still be competitive with imported
steel. As a result, they’ll make more money, and buy more
equipment, and hire more workers — and everyone is

happy.

Unfortunately, that’s not the end of the story. Higher
steel prices mean that anything with steel in it will have a
higher price, which hurts consumers. It also hurts any
business that makes stuff with steel because their prices
will go up for raw materials. Goldman Sachs predicted the
tariffs could cost Ford & GM $1 billion just this year.

The biggest worry for the markets is what puts the “war”
in “trade war.” Other countries around the world will
probably retaliate against American industries, which
could encourage Trump to hit right back. It’s hard to stop
a trade “slap fight” from turning into a trade “fistfight”
and then a trade war.

“That escalated quickly”

This is why tariffs are such a risky strategy. In an effort to
help American steel producers, you’re hurting consumers,
and any industry that buys steel, and any industry that
other countries retaliate against — and adding a lot of un-
certainty. So, there are a lot of losers in this deal, and only
one winner: Steel manufacturers.

Unfortunately, | don’t think Trump understands any of
this. He recently bragged to a crowd of supporters that he
complained to Canadian President Trudeau about our
trade deficit with Canada — even though he “had no idea”
if we did or not (we don’t, according to the Commerce
Dept, we actually have a $2.77 billion trade surplus with
Canada). Just think about that for a moment: Trump talks
often about trade deficits as a way to justify his tariff plan,

and was talking to Canadian Presi-
(Continued on page 3)
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dent Trudeau about trade — yet he didn’t bother to
know this very basic fact.

Continued from page 2)

Being aggressive about trade is one of the rare things
Trump has been consistent on throughout his adult life.
You can find clips from the 80’s where he calls for tariffs
on Japanese carmakers. Trump has 3 more years to fight
this battle, and plenty of power as President to make it
happen. There’s already talk that he’s working on a tariff
plan for China. From a guy who tweeted that trade wars
are “good and easy to win,” that shouldn’t be a surprise.
| sure hope all the experts are wrong.

Probably a mountain or a lake

The mountains around
Cashmere don’t get all the
glory. But the views are
pretty spectacular.

(Continued on page 4)




Probably a mountain or a lake

BlackburnFinancial

Registered Investment Advisor

The opinions and views expressed herein are those of Brad Blackburn as of the date of this publication and are
subject to change at any time without notice. This newsletter is for informational purposes only and is not sufficient
for making an investment decision and does not constitute a recommendation to buy or sell any investment. The
information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing
material is accurate or complete. Any decisions you make based upon the information contained in this newsletter
or otherwise are your sole responsibility.

Securities identified in this newsletter do not represent all of the securities purchased, sold or recommended for
client accounts. Blackburn Financial, LLC and its employees may, from time to time, hold positions in securities
discussed in its newsletters. It should not be assumed that an investment in the securities identified will be appro-
priate or profitable to any particular investor. Past performance may not be indicative of future results.

Any forward-looking statements (statements that are not historical facts) expressed herein are not, and should not
be considered, a guarantee of future performance. Actual results may differ materially from those indicated by these
statements.

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow,” is an index representing 30 stocks of
companies maintained and reviewed by the editors of the Wall Street Journal. The NASDAQ Composite Index is an
unmanaged index of securities traded on the NASDAQ system. One cannot invest directly in an index.
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