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The World Turned Upside Down

Financial Markets

It was an interesting week in the equity markets! We saw the start of a potential market rotation, and
the week ended with a global tech outage stemming from a single software update from CrowdStrike.
Often, after a volatile week in the market, investors and analysts begin to wonder whether a correction
is underway. Reviewing last week’s performance numbers for the major equity market indices helps to
make sense of the situation.

The Dow gained 0.72%, the S&P 500 lost 1.97%, while the tech-heavy NASDAQ lost 3.65%—Iless than
stellar numbers to say the least. However, small caps diverged from the pack, with the Bloomberg
2000 rising 1.63%, significantly outperforming large-cap stocks during the week. This is quite the
opposite of what investors have gotten accustomed to. It can mean all or none of what follows. At the
extremes, it could mean a correction or the end of the bull market, but it could also mean a rotation is
underway. It is way too early to tell, but, clearly, these are important points to ponder. As readers will
see in the economics section, we don’t see either of the extreme outcomes as especially likely. A wild
card is the very unusual and vitriolic election we are facing. President Biden’s withdrawal from the race
is only the latest in what has been and will continue to be a turbulent election cycle.

Economics

The Fed’s steady as she goes policy appears to be working. We have argued for some time that the
Fed is on the correct path, and the economic data has been supportive of that stance. This is why we
argued earlier that a market collapse is the most unlikely market event.

One of the major election debates revolves around the future of globalization. The idea of globalization
has been around for a very long time. Three of its earliest and most important advocates were David
Hume, Adam Smith, and David Ricardo—all famous for their foundational economic writings during the
18th and early 19th century. However, global trade and comparative advantage were long in use
hundreds of centuries before these early economists put pen to paper. History is replete with stories of
sailing vessels crisscrossing the Mediterranean and Adriatic seas since the beginning of recorded time.

The theory of Comparative Advantage is quite simple. If each country produces what it makes at a
lower cost and trades for what the other makes more efficiently, both countries are better off. However,
there are three very important related points to consider. First, comparative advantage presumes a
governing body is in place to enforce global laws and regulations. Second, countries are incentivized to
make better products more inexpensively in hopes of changing the terms of trade. Lastly, there are
certain products, such as rare earth elements, that are vital to a nation’s existence, which may be
legitimately subsidized. The theory of Comparative Advantage says nothing about competition but
assumes each country will act in its own best interest. Ultimately, it expects global competition to be
fierce but for each country to achieve outcomes they wouldn’t have been able to on their own.
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Conclusion

As we were writing the conclusion to this paper, President Joe Biden announced he is dropping out of
the presidential race. It is certainly not the way he and many others would have liked to see it end. We

thank President Biden for a long, distinguished career, and wish him well.
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. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will
materialize.

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved.

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources
believed to be reliable, but not guaranteed.

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.
1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD
21202. ©2024, 1919 Investment Counsel, LLC. MM-00001200.

Il. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the
factors listed here as appropriate for the strategy’s objectives.

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.

lll. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio
shown here.
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