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It’s that time of year again, when our clocks spring forward, beer (and the river
in Chicago) is briefly green, and phrases like “bracket buster” and “Cinderella

Story” float through the airwaves until college basketball’s annual gauntlet yields a champion. Almost as if to match the pace
of everyone’s daily life, the investment markets have been equally busy, on a tear from the recent lows set on Christmas Eve,
nearly erasing the drama that was the 4th quarter of 2018. To paraphrase many a giddy TV talking head, the “Fed Put” seems
to be alive and well.
For a phrase used ad nauseum for several years now, few outside of the financial news networks are familiar with the tonguein-cheek implication of the statement. While the Fed’s stated dual mandate focuses on maximum employment and controlling
inflation (by maintaining stable prices and moderate long-term interest rates), what the “Fed Put” implies is that keeping equity
markets “happy” may be the phantom third mandate being shouted down the halls of the Eccles Building in Washington D.C.
The last 180 days provide some compelling evidence, where an escalating 4th quarter market selloff was appeased with
surprising haste and effectiveness. Looking back, the solid market gains of early 2018 were quickly wiped out at the start
of the 4th quarter, with indexes escalating to the downside in early December when Chairman Powell stated that the Fed
was on “autopilot” when it came to their balance sheet policy. Que a few
angry tweets from @realDonaldTrump and a 20%+ drop in the markets,
and suddenly Chairman Powell and his Fed colleagues felt the urge to
“listen to markets” and be “patient on interest rate hikes.” The Santa Claus
rally everyone had been hoping for showed up on Boxing Day (the day
after Christmas for all the non-Brits out there), then morphed into the Cupid
Charge, and continued on as the Leprechaun Leap. At this rate, who’s to
say we don’t keep bounding along until Easter (the Easter Bunny Hop?)!
Patience has yet again been rewarded, and for those with liquidity at the
time, chaos did in fact create some opportunity.
The first quarter, despite its impressively powerful move higher, left a handful of names in its wake. Most notable was Boeing,
who continues to suffer a PR headwind that is lightyears ahead of people getting caught paying bribes to get their kids into
college. The loss of a second 737 Max 8 airplane, this time at the hands of Ethiopian Airlines, showed concerning similarities to
the Lion Air crash in late October of last year, leading to a globally coordinated grounding of the Max 8 aircraft fleet. Accusations
were hurled widely, ranging from supposed shortfalls in training provided by third-world budget airlines to legitimate software
issues related to the Max 8’s autopilot. While the true cause is still being investigated, the fact remains that the newest iteration
of Boeing’s popular 737 airplane is giving the company more heartache than hoped, especially less than two years into
commercial production. The root of the market’s concern is not necessarily the number of planes that were grounded (about
375), but rather the threat to Boeing’s backlogged orderbook for the Max 8, which currently stands at over 5,000 planes (at an
estimated 375 deliveries per year, that’s a backlog of over 13 years). It will take several years for the Max 8 to become a meaningful
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