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Dear Reader,
We are living at a time when many widely-held assumptions about how the world works will be proven
false. As I wrote last month, one of the first to go will be the near universal belief that China – and its
state-directed “capitalist” system – will soon replace our country’s leading position in the world economy
(see the February GCOR.) China's “economic miracle” is already starting to fade.
On a larger scale, I think the assumption that globalization will remain the foundation of the world’s
economy will also be proven false. When that realization hits, most of what people believe about their
futures will need to be reconsidered.
Globalization started about 70 years ago after WW2 when the US – the world’s leading economic power
– exported its trade-based growth model to Japan. Most European countries, the UK, and many others
soon joined the party. China came along in the 1980s. Borders became porous, distances appeared to
shrink, and nearly everyone in the new economic network prospered.
In recent years, however, many global trading agreements have been scrapped, protectionism started to
spread, and many countries began to promote greater domestic production and consumption. The only
part of the global system that continues to expand is cross-border trade for essential natural resources that
aren’t available domestically.
What few people know is the world first tried globalization in the early 1900s. Germany and Great Britain
formed trade alliances that were similar to what the US and Japan did in our time.1 The German/UK
arrangement also spread widely and lasted nearly 80 years. However, increasing trade disputes,
protectionism, rising nationalism, hardening of borders, calls to “bring our jobs back home”, and
declining financial flows ultimately brought it down. (Is this starting to sound familiar?)
The globalization experiment ended with the First World War. The final nail in the coffin was the Great
Depression. Hopefully, the breakdown of global economic alliances won’t end as badly this time.

Global Trade 1-Yr (Baltic Dry Index2)

Then as now, few saw the end of globalization
coming. That’s understandable since the economic
systems showed no signs of having serious
problems until they were close to failing. Even
when trading agreements were scrapped, domestic
markets started to eclipse overseas operations, and
political tensions were rising, few people
recognized that the problems could sever the
global alliances that had functioned well for so
many years.

1
Rana Foroohar, “US-China Conflict Echoes Europe’s Past”, Financial Times, February
11, 2019.
2
The Baltic Dry Index of raw material shipments that are used in manufacturing has a
good track record for accurately predicting future economic growth.
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I could be wrong about the breakdown of today’s globalized economy – but I doubt it. Nevertheless, I
might be too early with my prediction. But as every investor eventually learns – usually the expensive
way – it’s better to prepare for a problem a few months ahead of time than to be a day late. As we have
often proven with our thoughtful analysis of what’s happening in the world, knowing what’s coming
before others arrive at the same conclusions has led to excellent profits on several occasions.
I’ll have more to say about how we should begin to prepare for a breakdown in globalization later in this
newsletter.
A New Recession Forecast
Speaking of avoiding losses and getting positioned to profit, I think the first indications of the recession
that I’ve been warning about are starting to appear. Several key economic measures turned down last
month. The changes were small, but they were significant – especially when they are taken together.
Most importantly, the US economy is already starting to weaken. Fourth quarter 2018 growth was just
2.6%, vs. 4.2% in mid-summer and 3.4% in the third quarter. The pace of the decline suggests that the
economy will fall further as the year progresses.3 Optimists say the plunge was largely due to the severe
weather and the three week government shutdown – but I doubt it. That’s just whistling past the cemetery.

US GDP Growth Rate From January 2018
The first crack in the economic outlook
occurred when December retail sales dropped
1.2% month-to-month. That was an
unexpected reversal from November’s 0.1%
gain. The retail shortfall was particularly
worrisome because it occurred during the
holiday season when consumers usually
spend freely.
At the same time, over seven million
Americans fell 90 days behind on their car
payments. Because most workers must have
a car to get to work, they do everything
possible to prevent having them repossessed.
Having so many people fall three months in
arrears indicates that all is not as well in the
US economy as the government would have
us believe.
Credit card delinquencies are also rising. Bloomberg reports that 37 million credit card accounts are 90
days or more overdue – which is about two million more than the same period last year.
The situation is even worse in Europe – which brings my globalization warning up again. Germany – the
dominant economy in the region – barely avoided slipping into a recession in late 2018 as growth ground
3

Ben Casselman, “US Economy Cooled As GDP Grew At 2.6% Rate In Fourth Quarter”, New
York Times, February 28, 2019.
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to a standstill. Italy and most of Eastern Europe were not so fortunate. Many economists expected the
latter economic problems, but the German downturn was a shock.
The UK, of course, is heading for a cliff on March 29 when it leaves the European Union. At this late
date, the possibility that London might forge a deal with the EU to avoid a trading and financial disaster
seems remote. A recession in Britain would surely damage the global economy. I think the country’s
downward slide will begin on Monday, April 1. Nobody will mistake it for an April fool’s joke.
China is also starting to look more troubled. China’s government – that’s not known for being a bastion of
truth – admits that the country’s economic strength is slipping. As I reported last month, Beijing claims
that growth dropped from 7.0% to 6.6%. That press release should get the Pulitzer Prize for fiction.
I now think China's actual growth has slipped well under 6.0%. If so, there will be shocked people
throughout the world who thought such a big slowdown in “the world’s new economic model” couldn’t
happen. Surprise, surprise. I’ll have more to say about China on page 16.
In addition, the Fed and other central banks have stopped raising interest rates to cool down their
economies. The banks are now holding rates firm – and sometimes lowering them – to promote growth.
Nobody needs a doctorate in finance to know what the rate reversals reveal about the global economy.
Unpayable Debts Overshadow The Future
I’m particularly worried about the next recession because I think it will create the tipping point in the debt
crisis that I have been warning about. Washington is now $22 trillion in debt, and it has $123 trillion in
unfunded liabilities. Those obligations are financial time bombs that will create a very destructive period
of defaults, bankruptcies, personal hardships – and probably severe social and political problems.

Who Does The Fed Expect To Buy All Its Bonds?
There is another part of the developing debt crisis on the way, and there is no way to stop it. To pay at
least the interest on the government’s debt over the next few years, the Fed will need to sell trillions of
dollars in US bonds.
The big question is, who will buy such a huge mountain of Treasuries? With the winding down of
globalization, Washington can no longer count on China to show up with its checkbook. That country’s
export boom is over and the country no longer needs to amass large foreign exchange reserves. With the
global economy slowing down, nobody else is likely to buy the bonds.
The declining market for US debt means it must be purchased (refinanced) domestically. However, the
demand for such large quantities of bonds doesn’t exist here either. To make the bonds more attractive,
the Fed will need to sharply increase the rates they pay, which will create another strong inflationary
cycle. I can see no way that this outcome can be avoided.4
The bottom line is, in addition to pursuing our near-term investment objectives, we must begin to prepare
for the next big inflation cycle. That problem will almost certainly accompany the unwelcome arrival of
the next recession.
4

Gillian Tett, “America Faces A Battle To Find Buyers For Its Bonds”, Financial
Times, February, 2019.
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Anyone who believes that Uncle Sam’s liabilities will be paid at anything close to full value must also
believe in mermaids and the Tooth Fairy. The very best outcome (drum roll please) that we can hope for
is that the debt crisis might be put off for another year or two. The Fed is very resourceful, so a reprieve is
possible. Each time that balancing the books is put off, of course, will make the inevitable day of
reckoning even more disruptive.
As if the debt problem isn’t bad enough, many in Congress have decided that deficits don’t matter. The
elected Pollyanna’s subscribe to what is being called Modern Monetary Theory (MMT) which
conveniently states that the government can borrow whatever amount of money it needs so long as
interest rates are no higher than the inflation rate.
MMT is a giant sized version of the “interest only” home loans that eventually collapsed and helped
create the real estate and financial service crisis that we all remember so well. MMT is financial voodoo
that will fall apart in the end. If there was a Nobel Prize for financial stupidity, it would go to the US
government.
The Calm Before The Storm
Although the accumulating indicators of a coming recession are disturbing, their modest size mostly
confirms what I have been predicting for several months – that we probably have at least until next year
before the downturn arrives. During these last sunny months before the storm blows in, I think the stock
market will send more profits our way. In fact, the blow-off period that I have been predicting appears to
have started.
Our challenge is to make full use of the market’s tailwind as long as it lasts – and to prepare for the
downturn that’s on the way. Towards those ends, I have several promising recommendations for you this
month.

The Stock Market Outlook For 2019: Updated
The blow-off phase of the bull market cycle that we have been expecting is still occurring. From February
1 to March 1, the Dow rose 3.8% – from 25,063.89 to 26,026.32. From December 31, the gain has been a
more impressive 11.6%.
After such a nice run-up, I expect to see the market give back some of its gains before it moves up again. I
urge investors to hang on for the additional profits that seem likely. However, I also recommend using
the next few months to adjust your portfolio for the tougher times that I believe will show up next
year.

It’s Time To Do Some Reshuffling
What we should do with our investments is similar to what most people do every fall when winter is on
the way. We put the storm windows up, we have the furnace serviced, we make sure the car has enough
antifreeze – and so on. The ritual can be rather enjoyable. It is also comforting to be prepared for the
challenging conditions that on the way. Topping off the woodpile does wonders for my outlook. So does
sitting by the fire in my cozy house while winter storms rage outside. Preparations pay big benefits.
That’s the mindset that we should have regarding the coming recession.
4
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Switch from growth to value stocks: During a bull market when the economy is expanding, it’s
appropriate to balance portfolios towards growth stocks that seem likely to deliver capital gains. However,
when the economy begins to look shaky, wise investors refocus their portfolios towards value. Happily,
we already own the cream of the blue chip value stocks. I’ll recommend several that look particularly
attractive.
However, there are exceptions to the rule about switching out of growth stocks. Companies that make
cutting edge products and services can often do very well during tough economic times if they save their
customers money. I’ll have a recommendation in this category for you in a minute.
Emphasize all-weather stocks: In most cases, the best value stocks to own are in all-weather industries
that can buck the trend. Food companies, utilities, healthcare providers, and so on fit the bill. Ditto for
companies that sell affordable luxuries like popular ice cream and entertainment products that people buy
to cheer themselves up. I’ll make a recommendation in this group as well.
Hold Most Fallen Angels: Blue chip stocks that have stumbled badly are not particularly sensitive to
economic downturns. That’s because the bad news about the companies is well known and their stock
prices are already on the floor. In most cases, long-term investors can safely hold fallen angels during
recessions – and buy additional shares along the way.
Happily, if a fallen angel starts to recover during a recession, the weak economy is unlikely to stop it. On
the contrary, a fallen angel that’s starting to fly again will attract a great deal of attention among investors
who will be quick to jump onto a rising star (see the box.)

Recession Squeeze Plays
When recessions come along and most stocks go down in price, investors look for better places to put
their money. Their search benefits the few companies that are still managing to do well and have stocks
that are going up in price. The rush to invest in the remaining winners can force their prices through the
roof.
Focus on income rather than capital gains: If you are retired, or you are getting ready to retire, I also
recommend that you place a priority on getting the income that you will need. Many high quality blue
chip dividend stocks have long histories of paying their obligations during both good times and bad – and
are favorites of pension funds and retired people.
Don’t be too concerned if your blue chip income stock goes down in price during recessions. It is far
more important for your stock to have a good track record for keeping its dividends up during downturns.
When good times return, the share price will bounce back. I will once again recommend two of our best
income stocks this month.
Favor stocks over bonds: Conservative readers may be tempted to use Treasury bonds rather than blue
chip stocks to secure their retirement income. That’s understandable because Uncle Sugar will always pay
his bond obligations – even if he needs to print the money to do it. However, I think the added risk posed
by top quality blue chip dividend stocks is a small price to pay for the additional income they provide.
Bonds also make me nervous because I think a new inflation cycle is on the way. You won’t want to be
locked into bonds when it happens because the interest they pay won’t have the purchasing power it had
initially. By contrast, successful blue chip dividend stocks usually keep up with inflation.
5
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Three All-Weather Stocks Look Especially Good
Dollar General Corp. (DG) is in the catbird’s seat to benefit from an economic downturn. That’s
because when leaner times come, millions of consumers move at least one step down the retail ladder.
For example, affluent consumers go from stores such as Nordstrom’s to J.C. Penney. Penney’s shoppers
go to Wal-Mart. Many members of the latter group move to super-deep discounters like Dollar General.

Dollar General, 10-Years
As its name suggests, nearly everything in a
Dollar General store costs a dollar. The company
emphasizes everyday products that people need
during both good times and bad. Household
cleaners, bath tissue, paper towels, laundry
detergent, trash bags, and dozens of similar
products are always stocked. The company
markets its products in 15,227 stores located in
44 states in the Southern, Southwestern,
Midwestern, and Eastern US.
Popular personal care items are also discounted – including soaps, shampoo, toothpaste, and foot care
products – to name only a few. Ditto for common over-the-counter medicines.
Dollar General also stocks a wide range of grocery items that are popular with families – including
breakfast cereals, sugar, flour, canned soups, carbonated beverages, some frozen foods, condiments, and
so on. The list includes several fresh foods including milk, eggs, and bread. Most stores also carry beer,
wine, and tobacco products.
Most of us have driven by Dollar General stores but have probably given them little notice. However,
they are very popular with several million American consumers of modest means. I think Dollar General
is a stock to own during tough times.

The Walt Disney Company (DIS) also has a good track record for performing well during all but
the toughest economic conditions. That’s because this entertainment icon offers affordable pleasures for
all members of the family.

Walt Disney Company, 10-Years
The Walt Disney Company needs little
introduction to most Americans. Its
operations include the Disney Channel, the
ABC TV Network, Freeform, and the ESPN
media network. The company also operates
Disneyland, Walt Disney World, Disney
Cruise Line, and various theme parks and
entertainment operations in Europe, Japan,
and China.

6
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Disney is also a prominent producer of movies, music, and plays through various in-house operations. Of
the group, The Walt Disney Studios, MARVEL STUDIOS, Lucasfilm, and PIXAR Animation are the
most prolific. Bambi, Peter Pan, Sleeping Beauty, and Alice in Wonderland are among the best known
titles – and are still ringing the cash register for Disney.
Many popular – but less family-friendly – films are produced by company-owned operations that don’t
carry the Disney name. The list of their successful films includes Good Morning, Vietnam, Pretty Woman,
Jefferson In Paris, Ransom, Armageddon, Open Range, Bridge of Spies, and many others.
The company also operates a publishing operation and several television and radio stations. The
acquisition of Twenty-First Century Fox brought several popular franchises to the company.
Disney is a top-quality blue chip that should be very rewarding in long-term accounts.

Microsoft (MSFT) is one of the rare growth companies that should buck an economic downturn. As I
discussed in the September 2018 GCOR, Microsoft is a leader in cloud computing and the proprietary AI
software that customers use to manage their data. Because the cloud business boosts productivity and
lowers costs, I think it will continue to grow even when the business cycle turns down.
Microsoft now has another product that can greatly increase workplace productivity. The company’s
HoloLens2 wearable goggles can display all the information a worker may need without blocking his
vision. This remarkable product works like the “head up displays” that the military uses in its fighter
aircraft where numbers and instrument readings appear to float in the air in front of the windscreen. Users
never need to take their attention away from what they are doing. These see-through HoloLens goggles
are nothing like the artificial reality headsets that isolate users from their surroundings.
Currently the HoloLens2 goggles cost about $3,500 each – which is cost-effective for many high-value
applications. The price of the goggles will undoubtedly drop considerably as Microsoft produces them in
greater volume. Within a few years, I think the HoloLens2 system will be used by people in dozens of
fields. In short, the new Microsoft product has great potential.

HoloLens2 With Projected Image 5

Microsoft, 1-Year

Although Microsoft is one of the few tech companies that should be able to grow during a recession, it
may take an initial hit when a downturn begins and scared investors sell everything. However, when
Microsoft’s performance numbers start to come in, its stock should recover and go on to new highs.
5
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Two Income Stocks Are Also Doing Well
I am currently doing the research for an article about reliable income sources that will appear in the April
GCOR. I can tell you now that AT&T (T) – that I featured in the November/December GCOR – will be
recommended once again. The company yields a generous 6.81%. I also recommend PPL Corp. (PPL)
that I featured in October. This utility not only pays a healthy 5.1% yield, its stock is appreciating (see
also page 13.) I’ll have additional information for you next month.

Updates About Recent Recommendations
That Should Do Well In A Recession
Zoetis (ZTS) – my veterinary medicine recommendation – moved up nicely following my write-up in
January when the stock was $84.31. ZTS is now up 13.2% to $95.44.
Zoetis, 6 Months
The company is finding strong demand for
all its pet and farm products – particularly
those that treat problems created by ticks,
fleas, and worms. Zoetis is also finding
rising demand for its diagnostic tests.
In addition, the company is developing
comprehensive vaccines that protect
animals against several common diseases
with one treatment.
After such a strong two-month gain, I think we must expect a correction. If so, I think long-term investors
should consider the decline an invitation to buy. Because few people fail to take good care of the pets they
love just because a recession comes along, Zoetis should continue to prosper come what may.

General Electric (GE) is a fallen angel that continued to rebound from its bottom last month – but it
took a hit in early March. It is a move that I have been predicting after such a steep rise. (See the extreme
right hand side of the chart.)

General Electric, 6-Months

I think investors should hold onto this fallen
angel. The company’s new CEO, Larry Culp,
is making great progress towards turning the
company around. Last month he sold most of
GE’s life sciences business for $21 billion –
and will use the proceeds to pay down debt.
The sale is another big step towards
refocusing GE on its core businesses.
It appears that GE finally has the right
management team to turn itself around.
8
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I think the company will continue to make progress – albeit slowly. GE’s price is too far down to be
particularly sensitive to an economic slowdown, or even a recession. The company is “OK to buy.”

Progress Is Being Made In Extending Life
In addition to rebalancing our portfolios to make the best use of a slowing economy, we should not
overlook long-term opportunities that have the potential to return lottery-sized profits. Some of the most
promising are in the field of gene therapy that is beginning to deliver life-saving therapies.
There are two schools of thought regarding why people die. The first is that the body looses its ability to
repair itself because most complex chemical changes are not 100% reversible. In theory, for example,
cellphone batteries should be endlessly rechargeable. In practice, after 1,000 cycles or so, the batteries
won’t fully recharge. A similar problem exists with cellular breakdowns and repairs.
The second theory about the cause of death is that all life contains a doomsday clock that will check the
organism out if accidents or Mother Nature doesn’t do it first. Dying is almost universal in both animals
and plants because it makes evolution possible by getting rid of old models to make room for newer – and
supposedly better – designs. If end of life programs exist, they are almost certainly embedded somewhere
in the DNA.
Both theories about why lifespans are finite suggest that changing key parts of our DNA should make
repairs more effective and possibly turn off any doomsday switches. With the new Crispr/Cas9 gene
editing system – making changes in human DNA is now being studied throughout the world.6 Using the
new tool to increase human lifespans – while improving our overall health – is now within sight.
Meddling with our DNA, of course, can be dangerous. Recently a Chinese scientist provoked a worldwide
uproar when he used Crispr/Cas9 technology to remove the genes from two human babies that allow the
HIV virus to infect cells. Because the genes were removed from the babies while they were embryos, their
loss will be passed on to any children they may have – and so on down the line. Let’s hope the gene
wasn’t needed for some vital function the scientist overlooked.
On the other hand, Crispr/Cas9 technology can be used to change individual patients’ genes – with no
chance that the alterations can be passed on. There may be genetic cures for cancer, cystic fibrosis, heart
disease, diabetes, and AIDS – to name only a few.

6

CRISPR = “Clustered Regularly Interspaced Short Palindromic Repeats.” “Cas9” is a
protein that cuts DNA, almost like a scissors.
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CRISPR Therapeutics (CRSP)
Any investor who wishes to take an early position in what promises to become a life-changing biotech
advance should consider buying CRISPR Therapeutics. The company pioneered the Crispr/Cas9 geneediting tool and is the leader in using it to develop new disease therapies.

CRISPR Therapeutics, 1-Year
CRISPR’s first target is beta thalassemia, a
form of anemia. With its partner Vertex
Pharmaceuticals (VRTX), the company is in
Phase I/II trials to bring a cure to market.
Coming up next will be a gene therapy cure for
sickle cell disease.
Both companies are focused on changing the
genes of individual patients, not making DNA
modifications that could last for generations.
The two pioneering companies – CRISPR and Vertex – are front-runners in the gene therapy field.
CRISPR is a pure-play that has yet to make a profit, and may be years away from doing so. In many
industries, the lack of profits would be an impediment – but that’s not the case for a biotech company
with great promise. Legendary biotech pioneer, Genentech (now part of Roche Holding AG), for
example, didn’t turn the corner for decades – but the stock rocketed into the record books on the strength
of the company’s health care advances.
Vertex Pharmaceuticals is not a gene therapy pure play, but it is profitable. The stock should appeal to
somewhat more conservative investors who want to take a lower risk position in the field. However, both
companies should be considered speculations.

Portfolio Review
February was another good month for the stock market. However, as you can see on the price chart for the
Dow, the steep recovery from the October-to-December correction leveled off, and appears to have

Dow Jones Index, 6 Months
started the roll-back that I have been
predicting. Nothing on Wall Street goes up or
down in a straight line for long.
During the month, investor’s stock preferences
changed very little. Defensive stocks in our
Portfolios #1 and #2 remained popular – but
there was no rush to them, which suggests that
investors are still basically optimistic about the
market. The small rise in Portfolio #3,
Multinational Growth Stocks echoes the point.
10
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Ditto with our Major Banking Companies in Portfolio #4 that had a good month with a 5.7% rise. Our
Blue Chip Income Plus Growth stocks in Portfolio #5 did even better with a 9.3% gain. All in all, there
are good reasons to expect that additional profits are on the way this year.
The final score for our 24 stocks was, 20 made gains and 4 declined, vs. 22 up and 2 down last time. See
the tables for details.

Portfolio #1: Blue Chip Food & Agriculture
The defensive stocks in our Blue Chip Food & Agriculture Portfolio gained some ground in late February
when the stock market advance started to weaken. Nevertheless, the group as a whole slipped 0.7% due to
problems with Kraft-Heinz that plunged a heart-stopping 32.2% from $47.76 to $32.40 due to a terrible
earnings report, a dividend cut, and a SEC subpoena about its accounting practices. Several investor
lawsuits against KHC have since been filed.
Here are the other numbers for the month: Archer Daniels slipped 5.5%, from $44.89 to $42.43. CocaCola dropped 6.8%, from $48.70 to $45.38.
At the same time, ConAgra jumped 8.9%, from $21.40 to $23.26. General Mills gained 6.7%, from
$44.24 to $47.22. Hershey rose 7.1%, from $104.78 to $112.23. McCormick rebounded an impressive
11.1%, from $123.06 to $136.71. Kraft-Heinz is a hold. The other stocks remain “OK to buy.”
Company
Archer Daniels Mid.
Coca-Cola
ConAgra
General Mills
Hershey
Kraft-Heinz Group
McCormick

Sym
ADM
KO
CAG
GIS
HSY
KHC
MKC

Price
Price
Percent
12/20/11 03/01/19 Change
$28.35
$42.43
49.7%
$34.20
$45.38
32.7%
$26.19
$23.26 -11.2%
20.2%
$39.27
$47.22
$59.57 $112.23
88.4%
$36.91
$32.40 -12.2%
$49.56 $136.71 175.8%

✓ Portfolio 1 Average Since 12/20/11: 49.1%.

P/E
13.3
30.3
12.7
13.8
20.1
NA
19.5

Yield
3.29%
3.53%
3.64%
4.16%
2.61%
5.20%
1.68%

Recommendation
Down. OK to buy.
Down. OK to buy.
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.
Down. Hold now.
Up. OK to buy.

Change from last month: -0.7%

Portfolio #2: Basic Needs Suppliers
Our Basic Needs Suppliers moved up modestly last month as investors anticipated that their export
businesses will benefit from a declining US dollar (see page 13.)
Colgate Palmolive gained 1.5%, from $65.05 to $66.00. Procter & Gamble inched up 1.0%, from
$97.47 to $98.44. Johnson & Johnson advanced 3.1%, from $134.20 to $138.35. These leading
defensive stocks remain “OK to buy.”
Company
Colgate Palmolive
Johnson & Johnson
Procter & Gamble

Sym
CL
JNJ
PG

Price
12/20/11
$45.78
$64.52
$65.79

Price
Percent
03/01/19 Change
$66.00
44.2%
$138.35 114.4%
$98.44
49.6%

✓ Portfolio 2 Average Since 12/20/11: 69.4%
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P/E
24.0
24.9
23.9

Yield
2.55%
2.63%
2.91%

Recommendation
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.

Change from last month:

+3.3%
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Portfolio #3: Multinational Growth Stocks
Our Multinational Growth Stocks also had a positive month. Alcoa moved up 3.7%, from $28.60 to
$29.66. Ford had a more impressive 17.8% rise, from $8.72 to $10.27 after management introduced three
new trucks and announced additional cost reductions. General Electric inched up a barely measurable
0.8%, from $10.19 to $10.27 (see my GE review on page 8.) Deere remained essentially flat as it slipped
0.3%, from $163.88 to $163.31. These four stocks remain “OK to buy.”
Company
Alcoa
Deere Co.
Ford
General Electric

Sym
AA
DE
F
GE

Price
Price
Percent
12/20/11 03/01/19 Change
P/E
$26.64
$29.66
11.3%
24.7
$68.87 $163.31 137.1%
15.9
$9.20
$8.79
-4.5%
9.6
$14.92
$10.27 -31.2%
N/A

✓ Portfolio 3 Average Since 12/20/11: 28.2%

Yield
NA
1.85
6.84%
0.37%

Recommendation
Up. Good LT buy.
Flat. OK to buy.
Up. Good LT buy.
Up. Good LT buy.

Change from last month:

+1.1%

Portfolio #4: Major Banking Companies
Investors remained positive about our Major Banking Companies, and pushed their prices up once again.
However, the gains were much smaller than they were last month.
Citigroup rose 1.3%, from $63.67 to $64.47. Bank of America gained 3.3%, from $28.38 to $29.31.
Goldman Sachs inched ahead 0.8%, from $196.54 to $198.20. Wells Fargo moved up 2.3%, from
$48.91 to $50.03. JPMorgan crept forward 0.5%, from $103.88 to $104.43. Our banks are “OK to buy.”
Company
Citigroup
Bank of America
Goldman Sachs
Wells Fargo
JPMorgan Chase

Sym
C
BAC
GS
WFC
JPM

Price
Price
12/20/11 03/01/19
$25.95
$64.47
$5.17
$29.31
$90.98 $198.20
$26.50
$50.03
$32.21 $104.43

Percent
Change
148.4%
466.9%
117.9%
88.8%
224.2%

✓ Portfolio 4 Average Since 12/20/11: 209.2%

P/E
9.6
11.2
7.9
11.7
11.6

Yield
2.81%
2.06%
1.63%
3.61%
3.07%

Recommendation
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.

Change from last month: +5.7%

Portfolio #5: Blue Chip Income Plus Growth
Our Blue Chip Income Plus Growth portfolio also made gains in February. Kinder Morgan jumped
another 7.8%, from $18.35 to $19.74 as oil prices rose to $65 a barrel. TransCanada gained 5.6%, from
$42.31 to $44.70 on the same news. Both companies remain “OK to buy.”
Eli Lilly posted a 6.6% gain, from $120.89 to $128.84. Merck rose 6.8%, from $76.45 to $81.65. PPL
Corp. gained 3.6%, from $31.15 to $32.26 – and still yields 5.13%. These three stocks are “OK to buy.”
Company
Kinder Morgan*
TransCanada*
Eli Lilly*
Merck*
PPL Corporation*

Sym
KMI
TRP
LLY
MRK
PPL

Start
Price
$39.70
$42.45
$41.12
$37.07
$29.26

Price
03/01/19
$19.74
$44.70
$128.84
$81.65
$32.26

Percent
Change
P/E
-50.3% 29.7
5.3% 16.1
213.3%
N/A
120.3%
N/A
10.3% 12.5

Yield
4.18%
5.04%
2.04%
2.71%
5.13%

Recommendation
Up. Good LT buy.
Up. Good LT buy.
Up. OK to buy.
Up. OK to buy.
Up. OK to buy.

* These stocks were purchased at different times.

✓ Portfolio 5 Average Since 12/20/11: 59.8%
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Other Investments
Real Estate: With the Fed's interest rate hikes on apparent hold – and possibly to be scaled back if the
economy continues to soften – the real estate market may get a second wind in the coming months. I’m
not expecting a boom, but sales may pick up after plunging when mortgage rates were rising and home
prices were declining in the second half of last year.
I continue to think Cavco Industries (CVCO) will be one of the housing industry’s biggest rebounders.
The company targets the largest remaining underserved part of the housing market: working Americans of
modest means who can’t afford site-built homes.
Cavco has been expanding rapidly and now dominates the manufactured home market. The company’s
brands include Fleetwood, Palm Harbor, Nationwide, Fairmont, Chariot Eagle, PHN Commercial, and
CountryPlace. A new venture will soon offer tiny homes that are becoming popular with many people
who don’t want the expense of buying and maintaining a full-sized home.
Cavco Industries, 1-Year

A Popular Palm Harbor Cavco Home

Currencies: The US dollar finally appears to be coming to the end of its bullish run, and is set to
decline. It is too soon to know if the trend will continue, but the dollar has been overpriced for so long a
correction is to be expected.
US dollar Index, 1-Year
The Fed's recent decision to scale back – and
possibly cancel – its planned interest rate
increases this year is doing the most to take
some of the shine off the dollar. The
decisions by several other central bankers to
hold interest rates firm, or scale them back, is
having a similar effect on their currencies.
No foreign currency looks attractive to me at
the present time.

Precious Metals: Gold continued to rise modestly last month as the value of the US dollar leveled off
(see the previous chart.) It was another example of why the yellow metal can be a good currency hedge.
13
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It is important to note that the recent activity in gold doesn’t carry the bullish investment potential that it
would if it was appreciating due to rising demand for jewelry and industrial sales. We have a hedge play
now – but the investment potential seems low. For the latter, I suggest that you look to our top-performing
blue chip stocks.

Gold (top line) vs Silver (black line), 4-Years
The biggest news in precious metals is
about silver that is now cheaper in relation
to gold than it has been since the early
1990s (see the right side of the chart.)
In the past when the gold-to-silver ratio has
been this large – about 85 to 1 – silver
made a big catch-up move. There is every
reason to believe it will happen again – but
there is no way to accurately predict when
it will occur.
If you have been thinking of adding to your stash of 1964 and earlier 90% US silver coins, this should
be a good time to do so. Please see my recommendations about how to proceed in the October 2017 and
January 2019 issues of GCOR.
If you are mostly interested in the investment value of silver – as opposed to its trading value during a
financial emergency – I recommend the iShares Silver Trust (SLV).

International Developments
Syria is firmly back in the hands of President Bashar al-Assad after fighting a seven-year battle with
rebel forces – several of which were supported by Washington. The outcome is probably for the best.
Now that President Trump plans to withdraw US troops from the region, Assad has the only remaining
force that’s capable of continuing the battle with ISIS and holding them in check.
The biggest worry about ISIS now is what the thousands radicalized and impoverished children of the
group’s slain fighters will do. Nearly all of them went to ISIS schools and were indoctrinated in radical
Islam that calls for endless jihad.
As we have seen with the Taliban in Afghanistan, violence doesn’t stop when the leading generation of
fighters is beaten back. After a year or so of relative quiet, fighting begins again as the next generation
takes up the cause. The new fighters are also wiser than their predecessors and they know how use
modern technology.
This time, instead of trying to capture territory and establish a new caliphate – a plan that was doomed to
fail from the beginning – I expect ISIS will turn to increasing their terrorist attacks in Europe and the US.
The violence has already started in Paris, Brussels, Munich, London, Washington, New York, Palm
Beach, and San Bernardino – to name only a handful of the most recent incidents. As the head of an Iraqi
14
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government committee on ISIS families said recently, “This is a generation that will grow up into
something worse than ISIS.” 7

Iraq: Everything that I said about ISIS in Syria is also true in Iraq – with one big difference: there is no
powerful leader in Iraq to hold the second generation of jihadists in check. Chaos still rules in Baghdad.

Saudi Arabia is pressing the Trump administration to sell the country two complete nuclear power
plants. That would present few problems by itself. However, Riyadh wants to produce its own fuel for the
plants rather than buy it more cheaply abroad.8 Producing fuel is the primary way that countries obtain
material for secret nuclear weapons programs.
If the Saudis are successful in obtaining the necessary nuclear technology to make bomb-grade material, it
will almost certainly trigger a Middle East nuclear arms race with its enemy, Iran, that has so far
(apparently) honored its agreement with the US and Europe to curtail its nuclear program. Egypt would
likely be the next country to develop nuclear weapons, and so on. There is no way that a nuclear-armed
Saudi Arabia can end well.

India and Pakistan are at flash points after an Indian military jet was shot down over the disputed
territory of Kashmir (see the arrow on the map) on February 27. Tensions between the nuclear-armed
neighbors has escalated sharply after India carried out a “pre-emptive strike” on a terrorist training camp
in Pakistan a few days earlier. Relations between the two governments have plummeted since a suicide
bomber killed 44 Indian police officers on February 14.

India, Pakistan, and disputed Kashmir
The conflict between India and Pakistan poses a
serious threat to global peace. The two
antagonists have fought four wars since 1947.
This time, both sides have nuclear weapons and
the means to deliver them. There is a great risk
of unplanned incidents and miscalculations that
could lead to a wider war. The world has not
focused on how this crisis could quickly escalate.
A nuclear missile exchange between the two
countries would take less than 15 minutes.
While the US and other western powers
concentrate on tensions with Russia and North
Korea, we could be blindsided by a
India/Pakistan nuclear war that would likely drag
in China (that backs Pakistan) and Washington
(that backs India.) This is all very bad news.
7

Chloe Cornish, “Fears Grow For Iraqi Children Of ISIS Suspects”, Financial Times,
February 25, 2019.
8
Nicholas Kristof, “Jared And The Saudi Crown Price Go Nuclear?”, New York Times,
March 2, 2019.
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China may be overstating its growth rate but it does appear to be transitioning from an export nation to a
consumer-based economy. Domestic spending now accounts for over half of China's GDP.9 More
importantly, the country is producing most of the products that its consumers want. This inward
development in China is a further indication that globalization is on the decline.

What to do:
The international news this month strengthens my belief that our leading defense contractors have a bright
future. I realize that I have issued my defense recommendations several times in the past – and some
readers may think they are fully priced. However, each new recommendation led to additional profits –
which should happen again. I never get bored with previous investments that are continuing to pay off.
Here’s the list of our defense contractors once again: Lockheed Martin (LMT), Northrop Grumman
(NOC), Raytheon (RTN), General Dynamics (GD), and Harris Corp. (HRS). If you wish to own only
one, I continue to think it should be Lockheed Martin.

Personal Security
I know from my emails that many GCOR readers are taking my advice to stock up on food and water to
sustain themselves and their families during a natural or financial emergency. With a recession probably
only a year or so away – which could slide into something worse – I urge you to top off your shelves.
One item that should accompany your food purchases is an emergency cooking stove to use in case your
power or gas is cut off. Today’s energy infrastructure is so antiquated and fragile; public utilities are often
interrupted even by seasonal storms.
Camp Chef Explorer 2-Burner Stove
The most popular emergency stoves are those that
are commonly used during camping trips. The little
stoves fold up nicely and are very convenient to use.
Unfortunately, most tabletop camping stoves can’t
meet the demands that are common during stressful
times when you may also need to cook energyintensive foods such as beans and rice – possibly for
many people.
During an emergency, it can also be necessary to
boil large amounts of water for drinking, washing
clothes, and personal hygiene.
In my opinion, the best emergency cooking stoves
are the high-output, two (or three) burner Explorer
propane stoves made by Camp Chef. They have cast
aluminum burners that can put out 30,000 BTUs, vs.
9

Tom Hancock, “FT Big Read: China”, Financial Times, February 28, 2019.
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only about 10,000 BTUs for most tabletop camping stoves. The big burners can also be turned down to
simmer foods. The stoves have folding windscreens and removable legs for storage and transport.
Propane is an excellent fuel to store for emergency use because – unlike gasoline – it doesn’t deteriorate
with age. I suggest that you buy the biggest propane tanks that you can conveniently handle. Check with
your local fire department to see if there are any restrictions on how much fuel you can store.
Here’s a link to Cabela’s, a nationwide chain of outdoor stores that carry Camp Chef and other stoves:
https://www.cabelas.com/browse.cmd?categoryId=734095080&CQsearch=camp+chef&CQ_zstype=REG
Many readers are also taking my advice to emphasize freeze-dried foods that can be reconstituted in
minutes with hot water. If you are buying your foods in #10 (restaurant-sized) cans, you should also have
a reliable way to protect the unused contents of opened cans from spoiling.

FoodSaver V4840

The best protection against spoilage is to use a vacuum sealer.
FoodSaver and Seal A Meal – are two of the most popular
brands that work very well. You will also need an assortment of
bags and containers.
Vacuum sealers come in many sizes. If you are willing to pour
the contents of your unused foods into individual bags and seal
them one at a time, the simplest and least expensive units will
work well. For more features and capabilities I recommend the
FoodSaver V4840 with automatic functions and a detachable
vacuum hose for use with containers and oversized bags.

Since vacuum sealers won’t work if the power goes out, I also suggest that you buy several #10 plastic
lids for your opened cans.

Speaking Of Food
Have you noticed any shortages of popular foods in your local supermarket? In my area, many staples are
often sold out. There may be some supply problems developing in the US that nobody is talking about. If
so, they don’t appear to be serious as yet. Using the time tested rule that “it’s better to be safe than sorry”,
I suggest that you stock up on everything that your family relies upon while you know that you can.
One thing is certain: within hours of the first national news report about food shortages, people will strip
the stores bare. It even happens during snow and ice storms that are troublesome, but rarely cause the
public to panic (see the photo on page 20 in the Comprehensive Family Survival Guide.)

Final Thoughts
America’s Turn Towards Socialism Seems Unstoppable
I think the shift to the left that we are seeing in US politics is inevitable. The move from a free market
economy towards socialism is also likely no matter which political party wins in 2020. Even conservative
voters accept a great deal of government interference in the economy – and support for their welfare.
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Medicare, for example, is so popular that politicians consider it a “third rail issue” that nobody will touch
with a ten-foot pole. I remember seeing a video of a 2016 Trump rally in which dozens of his supporters
were sitting in Medicare-supplied electric wheelchairs – most of which cost over $3,000. A reporter asked
some of the wheelchair recipients if they didn’t see a contradiction between taking the government
equipment and advocating for “less government.” None of them did.
I’m confident the reporters would have received the same answer if they had asked about Social Security,
the Bush Drug Plan, agricultural subsidies, and several other multi-billion dollar aid programs. The
public’s opinion seems to be, “If it helps me, it’s okay.”
Younger voters have few qualms about advocating for more government, more regulations, and more
taxes. According to the Pew Research Center, 57% of US Millennials10 hold “liberal” political views –
with only 12% holding more conservative beliefs. In addition, 58% have a clear preference for big
government. Some 67% want the government to provide universal healthcare.11
At the national level we are seeing even more grandiose plans being proposed. Newly-elected
representative Alexandria Ocasio-Cortez (AOC) just launched a Green New Deal that would include
Medicare for all, free college tuition, student loan forgiveness, universal basic income, a uniform
minimum wage, guaranteed employment, soft borders, and other programs that will greatly expand the
federal government and send taxes through the roof.
I think AOC is a force of nature who opened the floodgates to a powerful socialist movement that has
been brewing within the Democratic party for years – and may also win over many liberal Republicans.

A Green New Deal Rally (One of many.)
The shift to the left among America's young
adults is so strong, when the city counsel in my
university town wants to put a huge tax
proposal on the ballot; they always wait until
the students are back in the fall. Nearly all of
them support utopian proposals for low-income
housing, medical assistance, funding for new
public advocacy groups, and so on. The
students, of course, don’t worry about the tax
increases they never expect to pay.
I think the shift to the left in US politics is far too strong and widespread for anyone to stop. Our best
response is to minimize our exposure to its worst aspects – particularly the rising taxes. I will address
these issues one by one as the year progresses.
That’s all the news and recommendations for this month. As always, if something should happen that you
should know about before the next GCOR is published, I will send you another Subscriber Bulletin.
Best wishes,

10

Millennials were born between 1981 and 1996, and are between 25 and 38 years old.
All the stats in this article are from David McWilliams, “Cash For Trash Was The
Father Of Millennial Socialism”, Financial Times, March 2, 2019.
11
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Next Month:
•
•

•

•
•

I will begin with Part 2 of my review of companies that should do well during a slower economy –
and even prosper when a recession arrives.
The leftward shift in US politics will have an impact on nearly all Americans – especially the
affluent. I will discuss some steps that we should take to prevent our financial assets from being
pillaged.
Held over from this month: With the Fed unlikely to raise interest rates as much as first expected,
investors who need reliable income will need to work a bit harder to find it. Several investments
are just what we need.
As always, I will review the news and the trends of the day, and recommend ways to make
profitable use of them.
And much more….
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