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The Reality of Politics: Boy…was I wrong! 

 

Here is what we do know about Mr. Trump with certainty. He 

is impulsive, prone to jealousy, petulant, inexperienced, 

vengeful and petty. …One thing his pending administration is 

absolutely not short on is uncertainty. …It is our belief that Mr. 

Trump’s term in office (much like his campaign and 

professional life) will be rife with absurdity and chaos, ranging 

from the amusing to something far, far less so [impeachment]. 

 

Anthony Hammill 

Broadview Capital Management   

November 15, 2016 

 

The idea that inflation and interest rates can never go up is a 

very tired narrative, born of years of stability in both. 

Jeffrey Gundlach  

DoubleLine Capital 

November 2016 
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In early July, 2016, the U.S. 10-year Treasury yield hit a multi-decade closing low of 

1.36%. With President-elect Trump’s agenda to, “spend baby spend”, the 10-year bond 

yield recently spiked to 2.3%. Perhaps, the question one should be asking, how will 

Trump get his extensive spending wish list approved from the Republican House and 

Senate? Remember, Republicans, are for the most part, not the types who typically 

provide blank cheques. Once a President’s six to twelve-month honeymoon period peters 

out, political rhetoric will come face to face with economic gravity.  

We are all asking, “how the F…… did Trump win the Presidency?” Well, lets first come 

out of our politically-correct Canadian cocoon. To answer that question, I rely upon the 

observations of a very astute investor who so often makes sense out of all the nonsense 

emanating from the political and financial world – Howard Marks the cofounder of 

Oaktree Capital Management. 

This is how Marks views the “political reality” of today: 

1]   Telling The Truth Won’t Get You Elected: 

 In 1984 Walter Mondale was the Democratic candidate for president running against 

republican incumbent Ronald Regan. Mondale became famous for his candor in 

accepting his party’s nomination and stated the following:     

 “Whoever is inaugurated in January, the American people will have to pay Mr. Regan’s 

bills. The budget will be squeezed. Taxes will go up. And anyone who says they wont is 

not telling the truth to the American people…. Mr. Regan will raise taxes, AND SO 

WILL I. HE WONT TELL YOU. I JUST DID. “ 

The election result?  Mondale lost in a landslide. So much for the benefits of candor. 

2] Getting Elected Is A POPULARITY Contest…..(Not An Honesty Contest): 

 Now let’s think about the nature of elections.  In The Intelligent investor, Ben Graham 

described the stock market as a “weighing machine” in the long run, ...but a “voting 

machine” in the short run. What he meant by the latter reference was that in the short  
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run, intrinsic value (and fundamentals) are often ignored. The stocks that do best in the 

short term, are often the ones capable of winning the POPULARITY CONTEST. (Hot 

Stocks) 

How does this translate today?…According to Marks, over time, elections have become 

more like popularity contests. The successful campaign speech (and campaign) isn’t one 

that does the best job of analyzing the challenges and supplying optimal solutions. The 

successful campaign, is the one that most provides what people want to hear.  

Bottom Line: Imagine two candidates for president. One says, “I’m going to give you 

eight years of discipline and denial- of higher taxes and lower spending, but I’ll leave 

the country in better shape.”  

The other candidate says, “I have a secret plan that will solve all our problems without 

requiring any sacrifices on your part.” WHO DO YOU THINK WILL WIN?       

 

Perhaps it wasn’t such a surprise that Mr. Trump won! 

 

The recent record high on the Dow and general stock market enthusiasm is perhaps, in 

part, attributable to the inevitable “honeymoon” period. Investors should never be 

fooled by these short term gains.  

As we’ve stated above, in the short term, the stock market is a voting machine (ie: 

popularity contest), but in the long term, it’s a weighing machine (ie: based on results 

and company fundamentals). Longer term, it’s the fundamentals that eventually win 

out. 

In our opinion, these are some of the obvious near term obstacles a Trump presidency 

faces: 

1) A Seething Liberal Press: 

Day in and day, out the liberal press will hammer away at the inconsistencies 

regarding Mr. Trumps’ campaign promises, versus his actual policies. In addition, 

the press will focus on the slightest infighting or inconsistences within his  
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administration. They are looking for blood and thrive on uncovering internal 

dissent.  

 

2) Lawsuits – Impeachment Proceedings 

President Trump, from day one, will be dogged by an avalanche of lawsuits 

(frivolous or otherwise) over both his personal and business conduct. Trump 

represents the “bulls-eye” for every celebrity seeking lawyer, complainant or 

aggrieved female victim. Impeachment could be his eventual undoing. 

 

3) Rising Interest Rates:  

The combination of an expensive, long in the tooth bull market, rising interest rates, 

and excessive political uncertainty, will eventually create the “winning conditions” 

for a bear market during the Trump regime. But it may take another two years.  

Until then, enjoy the reality show ride and a bumpy stock market. 

 

Ben Horwood 

 

Manager Value Contrarian Fund 

November 18, 2016 

 

Value Contrarian Fund: October 31/2016 – YTD Returns: + 7.9% 

 

Next purchase date Value Contrarian Equity Fund: November 25, 2016 

(call today: 514   514-398-0808) 

 

Your comments are always welcome via e-mail (benh@valuecontrarian.com) or LinkedIn.  

Please note: The timing of Ben’s market comments will only be sent when something of 

value should be shared.  


