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Tomorrow, to the surprise of no one, is October first. The fifth anniversary of the
Hong Kong Occupy Movement, and the 70th Anniversary of the People's Republic
of China. Both occasions, the former the government would like to forget, and
the latter it plans to celebrate, will be marked by protests all the same. I am not
sure how the Hong Kong Occupy movement will end, however, from a Bloomberg
report on September 29, 2019, President Xi said he would expect relations between
Hong Kong and the mainland to improve. Furthermore, President Xi said the “one
country, two systems” principle under which Hong Kong has been governed since
its return from British Rule in 1997, must be upheld. I hope the government
follows his words.
An interesting article from this past weekend's New York Times tells how the
journalist has been evicted from his apartment 4 days before the parade and told to
leave Beijing (and as an aside they want to know where he goes). Furthermore this
residential district where the journalist was evicted from, has been on a curfew for
at least several weeks. This curfew forced residents had to be home for 5pm, and
all the windows had to have the curtains closed by 8pm. Should be a spectacular
parade. From the TV or a still picture, take a look above the parade and see if all
of the buildings are covered up.
In light of this upcoming event, it is important to maintain a close eye on the
ongoing trade negotiations between the US and China (read, unfair trading
practices and intellectual theft). In fact, we are probably nearing the end of this
trade war and its tariff hikes. There will either be a deal and the scheduled tariff
hikes for October and December will not go into effect, or the scheduled tariffs
will go into effect and that will be the last of them.
While we ultimately expect a deal, the possibility exists there might not be one.
China is showing no signs that it is willing to make any structural reforms, and it
is not in the U.S.’s best interests to accept a deal with token concessions (both
Republicans and Democrats agree on this). The chart from Matthews Asia below
shows in simple terms that China’s GDP growth is led domestically with almost
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73% domestic consumption, while exports to the US took only 19% of total
exports. To me this shows the press is focused on the wrong thing, it is not a trade
war, however it is about intellectual theft.

The other interesting event, at the moment is the Brexit discussion. Several weeks
ago while I was in Toronto, I played golf with a London based Managing Director
of a U.S. asset manager, with their corporate head office in Los Angeles. Quite
simply they have no idea what is going to happen, and as a result opened an
adjacent office in Dublin.
What we are sure of at this moment is that there won’t be a snap election called by
the current leader of the Conservatives, as there are not enough days left. With
Parliament suspended, the earliest an election could be called is mid November.
The most likely scenario is that there will be another delay to Brexit. The situation
is fluid!
Several weeks ago, the Saudis experienced a drone attack that caused one of their
key facilities to be offline for quite a while. Other than a sharp oil price going
higher as the news came out that day, that gain has been erased as I write . I was
wondering why prices are back to normal so quickly:
1) Amount of oil to produce 1 unit of GDP is much lower than in the past.
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2) Oil prices are NOT currently high enough to have a major negative
impact on the global economy.
3) Higher oil and natural gas prices will allow the U.S. to produce more (oil
and natural gas) and encourage more investment in this sector.
4) In the past the central banks saw energy price disruptions as inflationary,
this time that is not the case.
5) Forecast is for oil prices to be the same level or lower a year from now.
6) Irani desperation, as low oil prices hit countries that rely on the price of
commodities to fund their social agenda (Iran, Saudi, and others).
One way of looking at how the economy how the individual consumer are doing
involves some observations from a father son golf trip where we played for 3 days
in Toronto and 3 days in Pine Valley, New Jersey. Both clubs were very busy
during this time, in fact a lot busier than normal (I asked). At Toronto Golf on
Labor Day we played as a twosome. and to every golfers dismay we had to wait
on every shot. The total time walking was only three hours and forty minutes on a
packed golf course. In Pine Valley we played in 4 hours walking, and the course is
hilly. Increased member turnout at the golf courses and full airline flights show the
consumer is strong.
Speaking of Toronto, the city is booming as shown by the link below with regards
to construction cranes, in fact they have more than New York City, Boston, Los
Angeles and Seattle combined. Seems to me the North American free trade deal
that was recently renegotiated, has been a success. This trade deal links almost
450 million people, with trade of over $1.1 Trillion (up threefold since 1994).
Canadian trade has doubled since 1994, while trade with Mexico has gone up nine
fold in the same period.
https://www.blogto.com/real-estate-toronto/2019/07/toronto-construction-cranes/
We thank you all for taking the time and reading “Market Watch.” It is meant as
an educational piece on the always evolving markets. It is something we plan on
providing every month, and your feedback is very important to us. Please feel free
to always reach out with questions, thoughts, or comments. If there are ever any
topics you wish us to explore, please share.
On a personal note, RMH is now in the position to bring on new clients and please
be sure to share this informational letter with whomever you wish. RMH’s focus is
on the customizable investment needs of individuals, families, and foundations.
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We enjoy working with our clients to better understand their goals, values, and
passions for what is important in their lives. In expanding our client base, we look
forward to working with people who share these same desires

Richard Mundinger, CFA
Research and Editing by Erica Mundinger
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