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NATIONAL AND INTERNATIONAL NEWS                

  AFFECTING LOCAL BUSINESS 
 

 

   
  

Short Items of Interest – US Economy 

 
• Change in Nomenclature – For several months it has been hard to define just what kind of conflict the US 

and China were engaged in. There was always an assumption that much of the confrontation was 

essentially political theater and that at some point both Trump and Xi would see that escalating the 

conflict would do damage to both countries. Most analysts resisted the terminology used by the media as 

unnecessarily provocative. Those days seem to be over as the majority of economists are now calling this a 

real trade war and asserting that Trump and Xi now have a personal stake in the contest. This is a 

confrontation that will not end anytime soon unless one or the other of these leaders capitulates.  

 

• Altered Predictions – Much has changed in the last few days – at least as far as the economic analysts are 

concerned. The consensus view is now that the Fed will execute its next rate cut in September as opposed 

to later in the year. The view is based on heightened tensions between the US and China and the 

assumption that this will further affect global growth negatively. There are also more analysts asserting 

that a global recession is likely by the end of the year. They are still in the minority as the US doesn’t seem 

on that path but it is very possible that Europe and the UK slide into formal recession and China’s growth 

would be at a point where it would be considered recessionary. 

 

• Yield Curve Watch – It is important to point out that an inverted yield curve does not cause a recession. It 

is an indication that recessionary pressures are building. The situation is as bad as it has been in some 

time. The yield on three-month treasuries is trading above the ten-year treasury and the spread is as wide 

as it has been since 2007. There are now models for recession that are giving a 55% chance of a recession 

in the US within the next year and this is as high a probability seen since 2007. Just as a reminder for those 

that have forgotten – 2008 was the year of the recession so that time the inverted yield curve model hit it 

right on the nose. 

 

Short Items of Interest – Global Economy 
 

• Fiscal Pressure on Germany – The German economy is in real distress as all the indicators are pointing to a 

recession and soon. Industrial activity has fallen off, the latest PMI is in the low 40s and the yields on 

German bonds have never been lower. If ever there was a case to be made for fiscal stimulus this would 

be it. The Germans are not enthusiastic about these moves and there is still considerable resistance as 

such a policy could lead to inflation. The frustration is that Germany’s problem is mostly external. The 

consumer in Germany is still spending albeit more cautiously but the export sector has all but collapsed as 

the country has been affected by both the Brexit mess and the US-China trade war. Those who oppose the 

stimulus point out that both of these issues could be settled and the German move would be rendered 

unnecessary. 

 

• Corruption in Poland – The Law and Justice Party is an anti-elite and populist group that swept to power 

on the basis of its anti-corruption pledge but it seems that temptation has been hard for the leaders to 

resist. The Speaker of the Parliament – Marek Kuchcinski – has been forced to resign when it was 

discovered that he had been flying relatives on government planes to holiday destinations. He is not the 

only member of the ruling party to have been accused of abuse of power and this might start affecting the 

popularity of the government. 

 

• Coup Thwarted – The former leader of Kyrgyzstan tried to depose the man who replaced him but has 

been arrested and charged with plotting a coup. He had assumed the military and police would back him 

but most stayed loyal to Sooronbai Jeenbekov who had been the Prime Minister in the former regime.  

Almazbek Atambayek had been accused of massive corruption and was deposed with little violence. 
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What Happens as Interest Rates Fall? 
     It is an old and still accurate Scottish saying and as appropriate now as ever – “it is an ill wind that blows nobody good”. In the world 

of economics, it is very rare that anything is universally good or bad – there are always going to be winners and losers. The trade turmoil 

is a classic example. Those that have been buying stuff from China are facing steep tariffs and that will force them to find other sources 

or absorb that cost. The countries competing with China to be that source will benefit as will companies in the US that compete against 

that Chinese company. The US consumer will lose as they will see higher prices and reduced variety. In the larger context there will be 

reactions that will carry their own global implications. In response to the disruption of a trade war there has been an effort on the part 

of many central banks to reduce their interest rates as a hedge against slower growth. In addition to these lower rates there have been 

dramatic reductions in bond yields as the equity investors get nervous. Long term interest rates have been falling fast and the tumble 

doesn’t seem to be ending anytime soon. This is certainly not making bond investors very happy but it thrills the nations that are issuing 

these bonds as they will face reduced debt service on those they sell. Investors are moving towards these bonds simply because they 

are fearful regarding the state of the equity market. Who benefits from these low long-term rates? 

 

Analysis: One of the most obvious reactions will be in the mortgage market as mortgages are tied to the yield on the ten-year treasury 

bond – a yield that has been falling rather dramatically. Currently the 30-year fixed mortgage rate is at 3.75 and that is as low as it has 

been since 2016. This will certainly goose the refinancing market as there are still plenty of homeowners that are saddled with far 

higher rates. The low rates will also make it easier for people to buy new homes. The rates are only one factor though and there will 

likely be continued issues of higher cost homes, lenders that are more cautious and areas where housing stock is still in short supply. 

The new home market has been stagnant for the last year or so and these lower mortgage rates might be a bit of a boost as long as the 

prospective homeowner stays engaged. 

      Another reaction to the lower long-term rates may be seen as far as credit cards but don’t expect anything dramatic. The average 

rate for a credit card is now at 19.29% and that is higher than it has been in several years. It is conceivable that lower rates will see a 

drop in these rates as the credit card issuers generally respond to the prime rate and this rate is pegged more closely to the Federal 

Funds rate. Relief for the consumer will be minor and that is an important consideration given the fact the reluctance to go into debt 

has all but vanished. The US consumer is solidly back to using that credit card and for everyday purchases. The frugality that manifested 

after the recession of 2008-2009 has vanished as people are as exposed as they were before. 

     There may be changes as far as student loans are concerned but these will be minor and will not kick in for a while. The student loans 

that are handled by the government (as most are) have their interest rates set once a year in May. The terms are then set for the life of 

the loan. The rate at the moment is 4.53%. These rates are pegged to the ten-year treasury so it is possible that loans for next year 

might be set at a lower rate provided the bonds are still seeing low yields. For those that already have student loans there will be no 

change at all. There could be changes for those that have private sector loans but these will be minor as well. 

    Car loans are generally fixed rate loans and are pegged to the Fed rate but not directly. The car dealers can do what they want with 

rates and that has always been obvious as sales are near constant. The average car loan now is 4.67% for a five-year loan but there has 

always been a lot of wiggle room for the right buyer. Banks got very interested in making car loans when the mortgage market started 

to dry up and they are dealing with a lot more default activity than in the past. This makes them eager to see better consumers with 

better credit. 

     Those that have high yield savings accounts and/or CDs are going to see their rates go down and that reduction activity has already 

started with many institutions. This reduction in interest rates has been a concern for many in the banking system as it reduces the 

incentive for people to save and use the banks for deposits. The Fed officials that have been opposing lowering rates have cited this 

impact as the bigger issue even as they acknowledge that inflation is not the worry they feared it would be by this time. 

Oil Market Reaction 
     There has been immense volatility in the oil market of late and concerns regarding global trade and the potential for a global 

recession has driven the price per barrel towards lows in the 50s and some have predicted that prices will fall into the 40s. The sense is 

that much of this concern is overblown as the oil fundamentals are still solid. Demand in the US has held steady but it has dipped in 

Europe and Japan. There are still significant supply issues in the Middle East and North Africa with output lower in Iraq, Libya, Algeria 

and Nigeria. Russia and OPEC are still committed to reduced output and even the production in Canada and the US has slowed a little. 

 

Analysis:  The market analysts assert that prices have reached bottom and will start heading back up sooner than later. The expectation 

is that the per barrel price will hit around $65 by the middle of October unless there is some dramatic event that worries the market on 

the demand side. The Iranian sanctions are driving that oil off the market and Venezuela is all but cut off. This is also the start of the 

hurricane season and that could disrupt production in the Gulf of Mexico. The sense is that investors are overly concerned with the 

trade dispute but will calm down soon. 
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Redefining Climate Change 
   Over the last few years there have been a number of semantic changes as far as the issue of climate is concerned. The term “global 

warming” has faded from use as it was not all that descriptive when it came to all the reactions that have taken place in the last decade 

or so. The term of preference became “climate change” and now there is a new moniker making the rounds – “climate emergency”. At 

this juncture there is no doubt whatsoever that there has been climate change and that this change has created major issues all over the 

world – from agricultural crisis to increased storm activity, shrinking ice sheets, heat waves and so on. The arguments have centered on 

culpability as opposed to solutions. It is as if the fire department shows up at the site of a burning ten story apartment building and 

proceeds to sit around a table debating what started the fire. It would seem to make sense to deal with the fire and the rescues needed 

before addressing the why. The reasons for the heating of the planet are many and varied – from human contribution to greenhouse gas 

to increased solar activity to natural cycles. The point is that steps can be taken to ameliorate the impact of this change and even to 

reduce it without having to establish a culprit to blame. 

 

Analysis: In general, there appear to be three approaches to addressing climate issues. The first is to take steps to slow down or 

eliminate the factors that have contributed to the accumulation of the greenhouse gas that has figured so prominently in the warming of 

the atmosphere. The major areas of concern have been power production (especially coal fired plants), transportation (ships, cars, trucks, 

planes etc.) and industrial activity. These efforts focus on eliminating fuels that contribute the most to pollution and gaining greater 

efficiency in the systems that persist. The second approach has been to capture or sequester the carbon dioxide and other pollutants that 

are creating the problem. There have been many developments ranging from iron filings dumped into the Antarctic to storing the carbon 

dioxide in caves. The plan is to use nature as well – planting millions and millions of trees and other plants that absorb the offending 

gasses. The third approach has been to adjust to the new reality of a warmer planet. This means shifting farm sectors, restricting 

development along seashores, preparing for storms and other weather-related events and building protections for vulnerable areas. 

     None of these approaches will be cheap and all will be controversial to a degree. It is also unlikely that any one of them will impact the 

problem sufficiently, they will all come into play in one way or another. The fact is that climate impact has already been expensive and 

will become more so over time. It is essentially a matter of “pay for it now or pay for it later”. This kind of three-pronged approach will 

test the limits of government due to the complexity of the challenge as well as the expense. Ideally this is a set of campaigns that will 

draw on the private sector and the individual as much or more than the government. Lifestyle changes by the population will affect the 

pollution levels as people opt for fuel efficient transportation and electric vehicles, the use of solar panels on their homes, cultivation of 

green space and the avoidance of products that contribute to pollution levels. It will also involve decisions to change where people live 

and work.  

     The most significant hurdle is that addressing this issue requires international cooperation and there has been precious little of this in 

evidence. If the US or Europe acts and China or India doesn’t there will be very little to gain. If the US does not engage it will matter little 

that others choose to. 

As If There Was Not Enough to Worry About 
     Have you grown weary of the political turmoil and the vagaries of the economy? Are you fed up with stories of social unrest and 

culture wars? Do you crave something else to worry over? How about a hurricane forecast that is worse than had been originally 

expected? The latest report from the Hurricane Forecast Center asserts that conditions are setting up for a bad year. The factor that has 

changed the assessment is the earlier than expected departure of the El Nino pattern in the Pacific. 

 

Analysis:  The rise in Pacific Ocean temperatures creates a pattern of high-level winds that stretch across the United States and into the 

south Atlantic. This creates wind shear that tears the tops off the storms that come marching across the Atlantic from the coast of Africa. 

These are nascent hurricanes that are prohibited from growing in intensity. Now the expectation is these storms will be able to fully 

develop and make it into the Caribbean, Gulf of Mexico and along the Eastern seaboard. The previous prediction was for between four 

and six named storms with only one or two reaching full blown hurricane status. Now the prediction is for between six and eight and 

three are likely to be major. There is no sense yet as to where they would go. 

What Else Can You Get from Armada? 
    As you peruse the Business Intelligence Brief you are no doubt wondering what else you might get from the authors of these reports. 

You are in luck as the BIB is not our sole publication. There is the Black Owl Report – published three times each week and aimed at the 

business executive. Keith Prather is the primary writer for the BOR and you can get a free one-month trial if you like. It is a subscription- 

based publication available for $84 a year. In addition to these regular reports we do longer in-depth studies, white papers and analysis 

of breaking economic and business stories. Beyond all that we like to be responsive to our readers and regularly answer questions posed 

by our readers – just e-mail chris.kuehl@armadaci.com  for more details or to ask one of those questions. 
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Speaking this Month 

 
 

 

08/15/19 Indianapolis Federal Home Loan Bank Private 

08/20/19 Kansas City Surety Association Public 

08/22/19 Tulsa Institute of Management Accountants Public 

08/27/19 Atlanta Steel Market Update Public 

09/11/19 Milwaukee Wisconsin Banker’s Association Public 

09/12/19  Milwaukee Assoc.  of Women in the Metal Industries Public 

09/16/19 Lake Geneva  FISA – Dist. Serving Sanitary Processing Public 

09/17/19 Louisville Kentucky Society of CPAs Public 

09/18/19 Springfield (Mo) Institute of Management Accountants Public 

09/18/19 Chicago Forging Industry Association Private 

09/19/19 Nashville OMNIA Public 

09/20/19 Atlanta National Association for Credit Management Private 

09/23/19 Louisville Kentucky Society of CPAs Public 

09/24/19 Fargo North Dakota Society of CPAs Public 

09/25/19 St. Louis Missouri Society of CPAs Public 

There estimates keep rising as far as storm damage is concerned. These latest numbers assert that annual costs will be in excess of $50 

billion and these will only increase over the next few years. The impact of climate change has been intensely debated but the fact is that 

the US has been subject to storms for many decades. The one factor that has been responsible for the increased toll is that more people 

and businesses are now vulnerable to everything from flooding to hurricanes to tornados.  
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09/27/19 Washington American Supply Association Private 
 

 

 

 

     

 

   

 

What Do We Mean by Intelligence? 
 

The name of this publication is the Business Intelligence Brief. Why did we call it that? All three words mean something to us and 

inform what we do. The first is business. This is a very broad term as there are tens of thousands of different businesses and they have only a 

few things in common. Our intent is to provide the kind of information that helps people understand the world and helps them grow their 

business and make bigger contributions to the companies they work for. 

 

That brings us to the intelligence part. We believe in providing intelligence that is actionable and timely. The aim is to be able to 

anticipate what is to come so that contingency plans can be developed. We are not reporters; we will rarely be involved in “breaking news”. 

We are analysts and we strive to provide answers to the key questions of “why” and “so what”.  

 

Finally – we strive to be brief. That is far harder than one would assume. The temptation is to go on and on in detail but that is too 

much to digest. We simplify when we can but encourage readers that want more to reach out and ask. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inconvenient Facts 
   It is not altogether clear who or what is to blame for the unfortunate situation we find ourselves in. We are daily fed a steady diet of 

incomplete sound bites that obscure all nuance and avoid detail like the plague. Is that what we demanded from media and our 

politicians because we are too lazy to deal with all the facts and implications or is this just what they wanted to shove down our throats? 

It is a little of both. As we enter yet another protracted political year we will soon be inundated with half truths, propaganda and outright 

lies. Immensely complex issues will be reduced to nostrums and simplistic interpretations as they all compete for the attention of a 

disinterested and often ignorant population. 

     Let’s review. A fact is a verifiable observation. A fact is a statement that is known to be consistent with objective reality and can be 

proven to be true with evidence. There is ample opportunity for analysis and interpretation as to the implications of that fact but the fact 

itself is unassailable. It is a fact that the top 10% of income earners in the US pays 70% of all the income taxes and the top 1% pays 37.3% 

of all income tax. It is also a fact that the bottom 50% of income earners pays 3% of all income tax collected. One can argue that one 

group or another should be taxed more or less but it is important to understand the basic fact that half of the public are not – in fact – 

taxpayers as far as income taxes are concerned. That fact should frame the debate over taxation but it rarely does. 

 The Business Intelligence Brief (BIB) is prepared by Armada Corporate Intelligence (Armada) exclusively for the membership of the Greater Kansas City 

Chamber of Commerce (The Chamber), through an agreement between Armada and Chamber Management Services, LLC (CMS).  Neither CMS nor The 

Chamber assumes any responsibility for the editorial content, and any such editorial content shall not be construed as an official position of either CMS or The 

Chamber.  Armada has taken all reasonable steps to verify the accuracy of the content of the information in the BIB, and therefore, Armada shall not be 

responsible for any errors or omissions.  

Armada Staff –Chris Kuehl, Keith Prather, Karen Sanchez    P.O. Box 733 – Lawrence, Kansas 66044 – intel@strategic-briefs.com 

 

 


