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To understand the Trump administration, we think it’s
important to recognize candidate Trump’s two major policy
priorities: (1) trade and (2) immigration. He, along with his
advisors Peter Navarro and Stephen Miller, see it as their
responsibility to return the country back to a dominant
manufacturing power, complete with U.S.-only supply chains and
the demographics of decades ago. For them, stock market and
immigration disruption are byproducts.

If you like the research, pass
it on! The sign-up link is right
here.

We trace most of this year’s market volatility back to Trump’s
view of how the U.S. should look. The national security reviews
(e.g. steel, aluminum, and autos), NAFTA negotiation, and China
Section 301 study advance his goal of returning the country to a
prior era. In pursuing his vision, Trump tends to govern by instinct,
often using unpredictability and changing views to keep his
negotiating opponents off-guard. The results bring volatility and
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uncertainty.
We strive to look this through the volatility and noise to
understand how policy is impacting the markets.

Make You Think

Policy Items We’re Watching in Q3 2018:

Regulation is Slowing the

•

Trucking Industry
• Trump’s China War

Trade: Trade continues to be the biggest potential headwind to
the market. As a result, we expect headline volatility to linger as
markets attempt to decipher if Trump is bluffing on tariffs.
While negotiations play out, we prefer to hold U.S. focused
companies with minimal foreign currency exposure.
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•

Immigration: Border arrests trended down in 2017 after Trump assumed office pledging an
immigration crackdown. However, 2018 border arrests are increasing as the administration doubles
down on its agenda and strengthens border enforcement. We expect this to impact U.S.-Mexico
relations and be a defining issue in the midterm elections.

•

Trucking: Electronic logging devices (ELDs) continue to be implemented, which we believe will slow
trucker productivity. In our view, ELDs are compounding a driver shortage, which will force trucking
companies to increase compensation and turn down freight. In the transportation segment, we
prefer to own asset-light companies with exposure to the spot freight market, as well as
companies involved in the intermodal and rail markets. Additionally, we believe wage increases in
the trucking segment may push inflation through the economy.

•

Defense: The FY 2019 appropriations process is underway in Washington D.C. We continue to
expect companies involved in the defense industry to grow their revenues over the upcoming
years due to the long lead time of defense contracts and the added tailwind from foreign
demand. In our view, aircraft manufacturers and shipbuilders are best positioned to benefit from
increased spending.

•

Refining Spreads: Drilling companies in the Permian Basin are extracting record amounts of oil, but
pipeline capacity issues mean not all of it is moving out of the area. Trucking shortages (see above)
are exacerbating the issue, allowing some refiners to purchase crude at the local spot price, which
decreases their input costs, in the Permian Basin. After cracking the crude, the refining companies
may then be able to capture the spread by selling the refined oil products at the market rate.

•

Financial Deregulation: The Trump administration continues to focus efforts on dismantling the
Consumer Financial Protection Bureau (CFPB), which is responsible for consumer protection in the
financial sector. In our view, this will continue to benefit specialty finance companies, nontraditional lenders, and select regional banks.

•

Healthcare:
o

The Affordable Care Act (ACA) continues to be a long-tail policy. After years of fighting the ACA,
Republicans appear slightly more willing to expand Medicaid and Medicare, but only under
their terms. Additionally, we don’t believe risk reduction payments will be stopped under the
ACA, despite headlines stemming from a recent New Mexico court ruling. In our view, these
two items will help stabilize the insurance exchanges and insurer business models.

o

The Trump administration also released its drug pricing plan during Q2 2018. In our view, the
plan does little to impact drug prices or pharmaceutical company business models.

•

Midterm Volatility: Campaign season will kick into high gear during Q3 2018. We expect the political
environment to be highly charged. In our view, it’s too early to call midterms as control over the
recent Supreme Court vacancy and immigration will be contentious items. Plus, Donald Trump is
a master campaigner who gets his base.
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Outlook Summary
All of this is occurring against the backdrop of a solid U.S. economy. Unemployment is hitting record lows,
GDP is approaching 3% annually, and lower tax rates are increasing profits. In our view, the market is looking
through Trump’s trade negotiations and governing style because of this strength. However, we are more
cautious on the trade overhang and think headline risk, both to the upside and downside, will remain high.
We believe handicapping Trump is a fool’s errand. Instead, we’re continuing to monitor the above
policies that we think will impact individual companies and sectors.
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About EventShares
EventShares is an asset manager located in New York City
focused on the impacts created by legislation, regulation, and
fiscal policy. The firm is founded on the belief that policy is a
powerful leading indicator for companies. We seek out
investments with embedded policy catalysts believed to offer
better-than-expected return opportunities (alpha).
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DISCLAIMER: Active Weighting Advisors LLC ("AWA") is an SEC-registered investment adviser that manages ETFs under the
brand name EventShares Funds. Mr. Phillips is the Chief Investment Officer of AWA. The views expressed are subject to
change, and no forecasts can be guaranteed. The comments may not be relied upon as recommendations, investment advice
or an indication of trading intent. AWA is not soliciting any action based on this document. In preparing this document, the
author has relied upon and assumed, without independent verification, the accuracy and completeness of all information
available from public sources. Investing involves risk, including the possible loss of principal and fluctuation of value. Mr.
Phillips and AWA disclaim responsibility for updating information. In addition, Mr. Phillips and AWA disclaim responsibility for
third-party content, including information accessed through hyperlinks. For more information about EventShares, contact us
by calling 877.539.1510 or visit our website atwww.EventShares.com.
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