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Moving Forward after the 20th of January 

What do we say after the 20th of January? 

The 20th of January is significant for two reasons: 

 The 45th President of the United States of 
America will be sworn into office, and  

 General Electric (GE) will report 4Q16 
earnings.   

Both events will have myriad repercussions 

down the line politically, economically and 

financially.  Both may move markets.  The new 

President and GE will attempt to layout the 

current state of world affairs, discuss 

expectations and outline actions necessary to 

secure a firmer and more positive future for 

citizens, stakeholders and shareholders. 

For those in senior management, the next two or 

three weeks may mark the first time since the 

election and Fed rate hike that you may be in a 

live and public discussion about global events 

that have changed since the last time you 

presented your financial health and future 

outlook.  While it may be business as usual at 

your end, exogenous actions may cast your 

company to be viewed under a different lens or 

placed in a different investment bucket. 

The President, GE and Bulls vs. Bear Debate; Is 

the Industrial Recession finally over? 

The inauguration of the new President is 

significant to the financial markets as it removes 

some overhang.  Will it be a “Buy the rumor, sell 

the news” event?  Proposals for a new corporate 

tax code, deregulation, simplified job creation, 

protectionism from dumping and $1T in 

infrastructure spending will no longer just be 

talk, but should move toward action.  Some sell-

side firms have estimated the President Elect’s 

goal of a simplified and lower corporate tax rate 

has accounted for 70% of the post-election S&P 

500 rally.  Early cooperation between President 

Elect Trump and Speaker of the House Paul Ryan 

would reassure the market, while conflict on the 

border tax issue may be problematic. 

Issues of deregulation, including Frank-Dodd and 

the ACA will take a longer time to sort through 

and investors believe this may be a measured 24 

month deliberation, unlike the tax issue where 

clarity is essential before 4Q17.   

GE will likely be more impactful to markets on 

the 20th of January than the new President.  GE 

has more senior management continuity than 

the office of the President of the United States of 

America.  GE does business globally and has 

frequent discussions with heads of state as well 

as Central Bankers.  GE has been honest and 

critical of some of the current administration’s 

policies and can, therefore, be judged to be a 

good barometer of how the incoming 

administration may be changing the tone of 

discussions the company may be having with 

countries and heads of state, all of whom are GE 

customers.  

This is also the first time in many years that GE’s 

earnings and discussion will not be balanced by 



 

 

their peer Honeywell, which is reporting 

earnings a week later.  If GE is all doom and 

gloom on the 20th, there is no offset from upbeat 

Dow Jones constituent Honeywell.  Will GE say 

the “Industrial Recession” is finally over? 

GE’s earnings call touches on a wide arc of end 

markets from aviation and energy to healthcare 

and consumer.  Discussions around customer 

orders includes the daily dollar run-rate around 

spare parts in aviation, quarterly orders for 

locomotives, capex on gas and wind turbines, 

power-plants, drilling equipment, healthcare 

spending, as well as some discussion around 

commercial lending and consumer spending.   

GE once employed more tax lawyers than the IRS 

and any discussion by the company on corporate 

tax rates will likely move the financial markets.  

This is a company that recently moved HQ from 

Fairfield, CT to Boston, MA to receive more 

favorable tax treatment.   

GE’s outlook will be the benchmark upon which 

other conference calls may be judged.  If GE is 

cautiously optimistic, how does this relate to 

your own industrial end markets?  If the largest 

player discusses growing order books, what are 

the pull forward effects on your inventory cycle 

as well as working capital requirements?  The ABI 

reported the strongest month in new permits 

since 2007; Class 8 truck sales in December were 

above trend; and Crude Oil Brent and WTI are in 

the low $50s.  How do you thread guidance 

between slow and steady economic growth and 

a new administration’s goals to deliver above 

average GDP growth?        

How do these bullish and bearish themes - 

about which your investors may be thinking -  

affect you? 

Bullish 

 Accommodative Monetary Policy – The Fed, 
BOJ, ECB and BOE remain committed to the 
risk-on trade. 

 President Trump may receive more support 
to enact reform if the Republican majority in 
Congress increases after the 2018 mid-term 
elections. 

 Facts are contrary to President Trump’s 
assertions that China is artificially devaluing 
its own currency. As BREXIT uncertainty 
diminishes and growth strengthens in the 
Eurozone, the US dollar strength will ease 
versus most other currencies; thereby, 
boosting orders, revenues and profits for US 
companies. 

Bearish 

 Geopolitical risks and their implications may 
be underappreciated by many corporate 
management teams, including Russia – 
friend or foe; China – One China 
Policy…trade ramifications; NATO/EU – a 
cold war relic and market only for Germany 
or a geopolitical trading partner? 

 Current valuations are stretched and some 
may argue the equity market is priced to 
perfection.  Inability to follow through on tax 
relief or some repatriation amnesty that 
enhances shareholder yield may result in a 
quick and hard sell-off. 

 Economic reality points to the US being in 
year 4 or 5 of a recovery cycle and unless 
President Trump can enact policies that both 
increase labor supply and productivity, sub 
2% GDP growth may be disappointing. 

 President Trump may underestimate the 
difficulties in governing and facing 
government and may spend his political 
capital too quickly. 
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