Responses to Climate Change &
Markets
We thank readers for their many comments and criticisms
regarding our commentary on climate change and markets. For
those who missed the original piece, here is the link:
“Climate
Change
&
Markets,”
https://www.cumber.com/climate-change-markets/.

There were diverse
responses ranging from total disagreement to full endorsement.
No one offered observations about the market section. Many
agreed that there is climate change but argued that it is not
manmade. Others said it was and is manmade. Still others
argued that there has always been climate change, that there
is not a lot new happening now, and that this warming is a
natural cycle. Still others took the view that the formerly
natural cycle ended with manmade rising CO2 levels. The debate
is passionately argued on all sides. Readers may examine a
compilation of responses that represent the range of views.
We asked our friend Bob Bunting to weigh in after he examined
some of the responses. Bob and I are working together on a
conference at USFSM that will discuss climate change and
hurricanes and their impacts. The tentative date is January
25, 2019. More information will be forthcoming.

Here is Bob’s observation.
“As you know I have been in the camp that the predictions made
are being presented in the upper extreme. That being said,
every model including the Russian model is predicting more
warming. The trend in all models is up, and the trend in
observed temperatures is up. I believe the best forecast now
is for about a one-inch rise in sea level for every 7 to 8
years in the future to about 2030 and then an acceleration of
the sea level rise to about an inch every 4 years by 2070 or
so. This would give us 6 to 8 inches of rise in the next 50
years or so. This is precisely the reason I feel we can deal
with climate warming impacts while at the same time limiting
damage by reducing carbon emissions over the next 25 to 50
years. I don’t agree with the speaker on Fox News (critic) who
said that we should ignore most of the other models because
they are government-funded. The military is government-funded;
education is government-funded; the national parks are
government-funded. They are all assets to society in some way
and are not diminished in value just because they are
government-funded. Big science has been funded by governments
for years. The US NASA investment has driven the technological
advancement of the US and world for more than 50 years. The
Russian model may be correct, but it is an outlier, and we
shouldn’t put all our eggs in that basket, nor should we take
the most extreme predictions for warming and sea level rise as
the ‘answer.’ We need to prepare for the most likely
scenarios, those more in the middle, and then adjust as we go
along. The models get better, and humankind advances in its
efficiency.”
Bob’s mention of Fox News refers to a YouTube clip that was
sent by John Wickser II (Amalfi Capital Partners). We will
include John’s remarks and YouTube link below. We don’t agree
with the Fox report but want readers to see all sides.
David,

…I really do think that this global “climate change”
propaganda scare needs to have the proper perspective at a
minimum…so that we don’t continue to be hurled headlong into a
trillions dollar abyss to prop up corrupt government
plutocrats. Please watch this U tube video with an open mind
and I will pray that you issue an addendum to this Commentary
when you have educated yourself more fully on this issue.
(ED Note: The video was removed from YouTube within 24hrs of
this publication, we’ve posted a replacement as of 4:30pm on
Nov 1, 2018)

Thanks and all the best,
John
Dear readers, these types of questions are the substance of
real inquiry. We make the world a better place by learning
more and engaging in civil discourse, which my Cumberland
partners and I are pleased to facilitate. We appreciate that
nearly all replies to our climate change piece were civil and
polite and free of the maliciousness and acrimony we see in
the daily flow of political debate.
And now for the responses.
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Here is Loren:
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TO

CLIMATE

CHANGE

&

You might want to at least listen to the Live Stream (Ed:
YouTube Video) below. I cannot do a better job than these
guys. Very informative. Think your readers would benefit from
it. Thanks.
Loren
The Heartland Institute, the world’s leading think tank
pushing back at climate alarmism with scientific data, will be
live-streaming two panel discussions of scientists and climate
policy experts as “counter programming” of the Global Climate
Action Summit this week in San Francisco.

And here is Lawrence:
David,
I don’t think Climate Change triggers are so simple…We only
had 1+ Celsius degree change in the Earth’s temperature in the
past Century..the Earth’s population was 1.6B in 1900 and now
is 7B+…however, with the irrigation of Worldwide Grasslands
for Agriculture, there is more vegetation on the Planet now
than in 1900 (satellite studies) …even with the fairly recent
destruction of Rain Forests…more vegetation, more oxygen..we
have succeeded in cleaning our air in USA from lots of carbon
monoxide–many parts of World have not–China is one.
You might want to read book by Dr. Patrick Michaels, Cato
Institute, Noble Prize Climatologist…he goes into detail about
Natural Climate altering factors…when I was in Australia I
learned that the Great Barrier Reef was “dry” approx. every
200,000 years for at least the pst 1.2M years due to Climate
change…yet it has renewed each time due to Natural
occurrences…

We have had minor Climate warming for decades in the
1930’s-1940’s–remember the “Dust Bowl” in the Midwest…then we
had a cooling period from the 1950’s-1970’s…now another
warming…who really knows why?
“I don’t think the World Scientists are using the best
“science” to understand/explain climate issues”, says Dr.
Michaels. 32 World Climate Models show same results–only
differing Model is Russian Model–and Russian Model has been
more accurate according to Dr. Michaels…he says there are too
many worldwide economic and other reasons to challenge data
input in Models… he was on Mark Levin this past Sunday..his
book is interesting and again, he is World renown
Climatologist…I agree it would have been nice to have another
Climatologist on the Levin show to debate Dr. Michaels
science.
My opinion: Climate Change has more to do with Natural
occurrences than man made. CO2 is significantly less percentage
wise in atmosphere than in past several hundred+ years—Earth’s
minor gases like CO2, methane, etc., make up less than 1/10 of
1% of Earth’s atmosphere!
Earth’s population increase from 1.6B in 1900 to 7B+ in less
than 125 years is very concerning–Scary!..

And here is Alan.
Hi David,
I am a proud denier. I don’t deny climate change—always has
changed, always will—but I do deny that carbon taxes, or any
human activity, will be able to alter or change a natural
cycle. Martin Armstrong said it best:
“Forecasting that the world was getting colder was not
profitable for the academics. However, by blaming humans for

it getting warmer was a winner! No government can tax people
for the privilege of making the climate actually change
regardless if it was true or not. But blame humans and it
becomes a justified tax. If it’s nature – governments can’t
make anything out of that one.”
For the record, I think we are heading into (if we already
have not entered) a global cooling cycle. If I am right, I
would rather live in Sarasota than Pittsburgh. Neither one of
us is voting on climate change with our feet. Such is the
foibles of human nature.
Best,
Alan

And here is Bill:
David:
I think there is a reasonable consensus among sensible people
that climate change is occurring and most likely is a
consequence of man (and woman) made increases in greenhouse
gases. I do not believe that there is a consensus that extreme
weather events such as hurricanes can as yet be reasonably
attributed to climate change. We do know that losses are
rising but that is a consequence of building in vulnerable
places and has nothing to do with climate change.
I challenge you to document the case for more extreme weather
events. Some data below, from Wikipedia. (Yes, I know that
many do not consider it a respectable source but is sure is
convenient for a purpose such at this.)
Please see my comments below the data as well.

What to do? The theory of externalities provides a powerful
case that there is next to nothing high-income countries can
do without cooperation from India and China. Research, fine,
but CAFÉ is a stupid waste of resources. At the present time,
there are only two possibly effective things we can do. One is

to further explore options for geo-engineering. If you are
unfamiliar with work there, I suggest a bit of reading. Some
of the ideas are quite fascinating and even promising. We will
also have to raise seawalls in vulnerable areas, such as where
you live.
I am an economist and not a so-called climate denier. I am a
denier when it comes to wooly headed thinking.
Bill

And here is Gregory:
This article you shared “Trump and the End of Smugness” was
great btw. I just shared it with some people.
The term “climate denier” is deliberate mischaracterization of
those on the right of the political spectrum, much like the
term trickle down economics. It’s also a mean-spirited
comparison to the word “holocaust denier”. No real thought
leader on the right denies the fact that the climate changes
and man has some role in it, only that the costs imposed by
many proposed regulations governing it outweigh the potential
benefits to society. That’s WITH the assumption that other
governments, besides the US, would actually be on board with
them. In a deal like the Paris Accords, many countries would
have growing emissions while the US is put at a tremendous
economic disadvantage, leaving the world with an aggregate
gain.
I’ll defer to respected economists like Mankiw.
http://freakonomics.com/2013/10/11/the-science-may-be-settledbut-the-economics-isnt/
“Even the moral argument is not without critique. With just a
1% real annual rate of growth, global per capita income rises
from about $12,000 today to $77,000 by 2200. Even if climate

change damages shrink the economy by 13% by 2200, as some have
suggested, our distant descendants will be five times richer
on average than we are. Are we to sacrifice our relatively
modest wealth so they might be six-times richer that us?
And even if we are to value future generations as Stern
suggests and morals may dictate, then are we not better off
bequeathing them an economy that has grown unencumbered by
carbon policy for a century or more?”
Again, the above hinges on a huge assumptions; that the
climate models are accurate. But they simply cannot accurately
predict how the oceans and atmosphere will interact over long
periods of time on a planetary scale. They can’t predict with
any accuracy what the climate will be like ten years from now
much less 100. It is mainstream, agreed upon science, that
there is a reasonable chance we could suddenly reverse course
and enter a several hundred year period of global cooling,
regardless of human interference, just like we did after
Medieval and Roman times.
I’m assuming you’re familiar with the issues of back testing
investing models; climate models are similar. According to the
site where your Bloomberg article got it’s data “A way to test
the accuracy of models is through hindcasting – see whether
they successfully predict what has been observed over the past
century.” But all that shows is they can fit the model to the
history not predict the future.
Maybe 97% of scientists agree that man impacting the climate
is real but it gives no indication of magnitude. 100% of
scientists agree that if I poor a shot glass filled with water
into my pool the water level will rise but rain and
evaporation (nature) are going to have a much more meaningful
impact. Bear in mind that intellectuals don’t get grant money,
book deals, or promoted for being moderate. Being alarmist
pays in this field. But even if we ignore that and assume your
assumptions are correct, the correct policy prescriptions are

debatable. Even if the assumptions were correct, and the
policy prescriptions agreed upon; Do you suggest we attack
China, and others, and force them to comply or do we allow the
US economy to decline relative to theirs? I, like most who
have studied international relations, believe the US remaining
the lone super power is best for world peace and that more
authoritarian states would carve up the world for themselves
like they tried in the world wars.
Your choice of language gives away some bias and where you get
your opinions from. Using the term “climate denier” suggests
being unfamiliar with the opposing side of the debate which is
an indicator of being stuck in an ideological echo chamber or
experiencing cognitive dissonance. I appreciate the “Trump and
the End of Smugness” article but now it almost seems like you
just did it for appearances.

And here is Mathew:
I agree with you that climate change is real. The earth has
become an ice ball twice and we had dinosaurs living as close
to the poles as present day Alaska. Vast deposits of potash
exist along the coast of NC where I live and they are far
inland from the ocean and filled with oceanic fossils. They
were deposited there over the millennia from the sea levels
rising and falling. The globe has absolutely been warming ever
since the end of the last ice age to put into perspective
man’s limited time on the Earth. Approx. 10,000 years.
The debate in my mind and the mind of many is that this
phenomenon is not man made. These fluctuations in climate and
sea levels have been going on far longer than the presence of
man much less the presence of industrial man. The amount of
greenhouse gases emitted from one volcanic eruption is equal
to decades of manmade gases. I see the climate change push as
a coordinated global effort to demand even more government

control of the people of this planet. Period… The sky is not
falling my friend.

And here is my friend Dennis Gartman excerpted from his daily
letter (October 25, 2018):
A PROFESSOR WRITES ON CLIMATE CHANGE: We begin by noting that
we are long time believers in climate change and always have
been. The climate changes and we have said from time to time
that when we played golf in central Florida several years ago
we came across sharks’ teeth imbedded in the sand there. It
has been several hundred million years since Florida was under
water deep enough to have monstrous sharks roaming those
waters, but clearly the climate was materially different then…
measurably, materially warmer and sufficient to have melted
the glaciers to the extent that Florid was indeed under water.
To the very best of our knowledge, however, there were very
few automobiles roaming the land prior to that climate change
several hundred million years ago, but we are open to
correction on this fact.
That said and in light of the comment we wrote recently about
the fact that we are uncommonly fortunate to live in the
safest, least war-torn, healthiest, least dangerous, least
travail insistent period of humankind, we note what, Dr. Roger
Pielke, a Professor of Environmental Studies at the University
of Colorado, recently wrote about global weather disasters in
a letter-to-the-editor of The Wall Street Journal.
He wrote in “Some Good News—About Natural Disasters, of All
Things“,
“Disasters certainly continue to cause catastrophic damage
across the globe. The annual cost of disasters has doubled
since reliable accounting of all events world-wide began in
1990, rising from about $100 billion to $200 billion a year in
2017 dollars.

“But it’s deceptive to track disasters primarily in terms of
aggregate cost. Since 1990, the global population has
increased by more than 2.2 billion, and the global economy has
more than doubled in size. This means more lives and wealth
are at risk with each successive disaster.
“Despite this increased exposure, disasters are claiming fewer
lives. Data tracked by Our World in Data shows that from
2007-17, an average of 70,000 people each year were killed by
natural disasters. In the decade 50 years earlier, the annual
figure was more than 370,000. Seventy thousand is still far
too many, but the reduction represents enormous progress.
“The material cost of disasters also has decreased when
considered as a proportion of the global economy. Since 1990,
economic losses from disasters have decreased by about 20% as
a proportion of world-wide gross domestic product. The trend
still holds when the measurement is narrowed to weatherrelated disasters, which decreased similarly as a share of
global GDP even as the dollar cost of disasters increased.
“The decrease in disaster damage isn’t a surprise, because as
the world population and economy have grown, the incidence of
the most damaging extreme events has hardly changed. The
Intergovernmental Panel on Climate Change reported in 2014
that there has been no increase in hurricanes, floods,
droughts or tornadoes within the past 30 years. And 2018 is on
track to have the lowest losses from disasters as a share of
global GDP since 1990.”
(Ed: Full commentary by Roger Pielke Jr. available at the WSJ
website)
When we moved to Raleigh, North Carolina to go to graduate
school in 1972 and traveled to the Outer Banks for the first
time we were struck by the desolate nature of the Banks. Homes
were few, small and inexpensive. Now they are many, large and
hugely expensive. When the smallest storms hit the Banks far

more monetary damage can and will be done to these structures
than the worst storms of that far more active time. Oh, and
here we are in late October, only a month removed from peak
hurricane time here in the US southeast and although we’ve
suffered through Florence and Michael and as Mexico has
suffered through Willa this week, the number of storms has
been far fewer than in recent years. But we still believe in
climate change; it’s just that we believe that man has had
little if anything to do with it and that Mother Nature
continues to hold the reins.
We are also certain that the fears stirred up by the ecoradicals are fears engendered by the Left to entice the public
into adopting anti-business philosophies, hoping that in the
end they can usurp political control yet again. Indeed, there
is our great concern in this regard; that this is all a great
charade with political rather than environmental intentions at
the core.

And here is Richard from the Sierra Club:
David,
I hope you and your friends can bring some sanity to the
politicians. I know you’re doing everything you can.
Maybe if enough investors stop contributing to climate
deniers, they’ll get the message. Right now we have to
overcome a major donor base that makes lots of money from
fossil fuels and is reluctant to allow any regulations that
affect profitability.
Two weekends ago, I attended the ‘Responsible Shale Energy
Extraction’ Symposium” sponsored by UT-Arlington CLEAR. The
event had over 180 attendees, 40+ companies represented, and
over $55,000 being raised for graduate and undergraduate
research.

The symposium featured many papers about how the fracking
industry can now recycle wastewater and save money. There were
also papers by Dr Anne Epstein about health considerations and
by Professor Katherine Hayhoe about climate change.
When I asked two questions about what the industry was doing
to slow down climate change, the response was complete denial
of any responsibility. It was depressing. They just don’t get
it.

And here is Bob:
Dear Mr. Kotok
Why the pejorative “Climate Change Deniers?” The climate
debate was that CO2 into the atmosphere caused global warming.
Everybody knows the climate is changing, as it has for the
last billions of years. I think the people opposed to drastic
government plans are thinking what if we do something that may
help a little, while Russia, China, India, Africa and South
America etc go their merry way? Seems like a plan by some to
punish the evil United States with no benefit to the global
warming scenario. I don’t deny the climate is changing, but I
doubt all the hysteria and self appointed gurus are going to
make any difference.
And a couple of side observations:
1) Remember the big scare of the coming ice age? What happened
to that?
2) In Madison, WI where we lived the glacier was supposedly a
mile thick. Then without Al Gore or automobiles or cars it
melted. How did that happen?
3) Who is going to step up and shut down all airports,
shipping, and coal power plants everywhere, including China
and Russia and India?
4) Maybe the earth has a self correcting mechanism we don’t

know about. Like the extinction of people??

William asked:
I agree with most of what you have said because we have facts.
Do we know if we impose a carbon tax what will that do to our
economy? Also even if we maintained all of Obama’s regulations
would our weather be any different? Lastly, playing devils
advocate why do you still transact business in the State of
Florida?

And Donald noted:
You are the first person/entity that I know of to make the
point about electric cars getting juiced up from coal fired
plants. I have always argued that electric cars, per se, are
not the answer. It depends upon how we reform our grid. Thank
you for point this out!

And Lindsey Added:
David,
The unfortunate reality is until the masses put matters like
global warming far above just making a profit. the influences
of a few will drive policy over the good of the whole. The
haves and have-not is widening and thus a critical mass of the
have-nots feel left behind; left or right of center. This then
results in the cyclical nature of our political policies. Mark
when Obama became president some of his policies were directed
under misleading or at best half baked assumptions on
energy/environmental R&D.
Having a very long career in R&D I have seen first-hand how

science can be manipulated to present a very biased not yet
confirmed result.
Climate change is real yet I know there are many, yet to be
proven assumptions.
I’ll leave on that note.
Lindsey

We again thank all readers for their responses.
David R. Kotok
Chairman and Chief Investment Officer
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Climate Change & Markets
Why did Hurricane Michael intensify so quickly? And why was
the Western US so hot and dry this summer? And what about
climate change all across the rest of the global landscape and
seascape? And what do I do with my portfolio?

There are still many climate change deniers. But that cohort
shrinks as more and more hard evidence overwhelms former
assertions and opinions. A storm surge destroying Mexico Beach
is a televised fact. So is a record low level of water in Lake
Mead. These realities and a hundred others are facts
reflecting climate-based causality.
Climate policy and energy policy are a current test of the
ability of our political leaders and of markets to handle the
challenges of cognitive epistemology. We’ve written recently
about cognitive functioning, so there is no reason to repeat
that discussion here. If you missed it, here’s the link:
https://www.cumber.com/markets-cognitive-epistemology/.

On climate change we will refer readers to this Bloomberg
link:
https://www.bloomberg.com/news/articles/2018-09-26/how-the-cli
mate-change-debate-has-shifted-not-ended-quicktake.
Please
take a few minutes to peruse it. And then take a very deep
dive into the latest report from the Intergovernmental Panel
on Climate Change (IPCC), which released its special report
Global Warming of 1.5°C earlier this month. That report is
available here: http://www.ipcc.ch/report/sr15/.
Now let’s look at US policy. The Trump administration has
attempted to reverse America’s shift away from coal mining but
with
only
very
limited
success
(see
https://www.cnbc.com/2018/08/23/trump-says-the-coal-industry-i
s-back-the-data-say-otherwise.html).
Nevertheless,
the
Environmental Protection Agency (EPA) intends to scale back an
Obama-era rule designed to cut planet-warming emissions from
the
nation’s
power
plants
(see
https://www.cnbc.com/2018/08/21/epa-reveals-greenhouse-gas-rul
e-for-power-plants-to-replace-obama-plan.html). Meanwhile, the
White House has repeatedly pressured the EPA to weaken
regulations regarding the release of methane gas by the oil
industry. Note that methane warms the atmosphere 84 times more
than
carbon
dioxide
does: https://www.bloomberg.com/news/articles/2018-10-19/white
-house-backed-drillers-over-epa-on-plugging-methane-leaks.
These and other actions by US policy makers are those of
climate change deniers. Their decisions are influenced by
powerful financial interests that appear to care little about
the rapidly accruing costs imposed on all of us by unmitigated
climate change.
My personal view is that of a climate change accepter. I think
the planet is getting hotter and we are running out of time to
do anything about it. I cannot understand the cognitive
dissonance of the Tesla owner who feels “green” while his
charging station gets its juice from a coal-fired power plant.

The same “green” person pays no gasoline tax (money that goes
to highway maintenance) and may well oppose a carbon tax. I
think a carbon tax is needed immediately.
But policy debate is one thing, and portfolio management is
another. Sometimes they require the wearing of two different
hats.
An investment advisor has to take the policies made by others
and apply them, even when he doesn’t like them. That is why we
own an ETF designed to capture profits from the exploration
and production of oil and natural gas. Our choice is centered
on the domestic US arena. We’re managing risk that originates
in the international arena and in the administration’s trade
war agenda and in the Middle East geopolitical sphere. We’re
wary of turbulence around global energy options.
So we don’t like our national energy policy – we see it as the
result of cognitions and policy gone astray. But we are
invested in the US energy sector. There it is.
Now for a teaser. We asked Bob Bunting for a sequel to his
popular piece on hurricanes and an adaptive response to
climate
change
(see
https://www.cumber.com/guest-commentary-by-bob-bunting-its-get
ting-hotter/). Bob said yes. Be on the lookout for it in the
next few weeks.
David R. Kotok
Chairman and Chief Investment Officer
Email | Bio

Links to other websites or electronic media controlled or
offered by Third-Parties (non-affiliates of Cumberland
Advisors) are provided only as a reference and courtesy to our
users. Cumberland Advisors has no control over such websites,
does not recommend or endorse any opinions, ideas, products,

information, or content of such sites, and makes no warranties
as to the accuracy, completeness, reliability or suitability
of their content. Cumberland Advisors hereby disclaims
liability for any information, materials, products or services
posted or offered at any of the Third-Party websites. The
Third-Party may have a privacy and/or security policy
different from that of Cumberland Advisors. Therefore, please
refer to the specific privacy and security policies of the
Third-Party when accessing their websites.
Sign up for our FREE Cumberland Market Commentaries
Cumberland Advisors Market Commentaries offer insights and
analysis on upcoming, important economic issues that
potentially impact global financial markets. Our team shares
their thinking on global economic developments, market news
and other factors that often influence investment
opportunities and strategies.

Markets
&
Epistemology

Cognitive

We want to open a discussion about cognitive epistemology,
invoking behavioral economics and translating our conclusions
into a market strategy at the end.

Epistemology is the study of how we know what we know – or
really, what we think we know. Here is a precise definition:
“the theory of knowledge, especially with regard to its
methods, validity, and scope. Epistemology is the
investigation of what distinguishes justified belief from
opinion.”
Cognition is a nuanced subject. We’re influenced by our five
basic senses (sight, hearing, touch, taste, smell). That is
how perceiving begins.
Our brains process our perceptions into sensations and
emotions and generate instinctual and intuitive, rational and
irrational responses to all sorts of things. That is, we form
cognitions, and they alter our behavior, sometimes guiding us
to act in productive ways and other times leading us to act in
ways we subsequently regret.
A skilled writer, Carole Klein wrote Overcoming Regret:
Lessons
from
the
Road
Not
Taken
(https://www.amazon.com/Overcoming-Regret-Lessons-Carole-Klein
/dp/0553089250/). I was privileged to discuss the subject with
her before she died. She explained eloquently how regret is an
emotion we experience after something unfortunate happens. But

regret, however unpleasant, can help us to avoid repeating our
mistakes if we remember accurately and reason constructively
about our experience.
But therein lies another variable in the cognitive
epistemology equation. How well do we remember what we
experience? Isn’t our sometimes faulty memory part of the
issue when it comes to determining what we really know? As a
researcher and writer, I think the answer is yes. As we study
questions of cognitive epistemology more deeply, we are likely
to become less and less sure of our views. Are we victims of
our own cognitive epistemological deficiencies? That question,
too, must probably be answered with a yes if we are honest
with ourselves.
We will link readers to the famous Daniel Kahneman lecture on
“The
Riddle
of
Experience
vs.
Memory”:
https://www.ted.com/talks/daniel_kahneman_the_riddle_of_experi
ence_vs_memory?language=en.
And here is another famous lecture on memory, by Elizabeth
Loftus:
https://www.ted.com/talks/elizabeth_loftus_the_fiction_of_memo
ry/transcript.
So how should investors deal with this issue? And what do we
do with the information flows in our present, emotionally
charged political economy?
Here’s a case study.
I sat at dinner with a friend who is an avid Trump supporter.
He defends Trump on most political issues, and he notes that
Trump seems to be doing better and behaving in a more
presidential manner lately. He and I then discussed climate
change and the intensification of Hurricane Michael as it
passed over very warm Caribbean and Gulf of Mexico water.
Sitting across the table was a harsh Trump critic. The

critic’s list of issues was long and thorough. These two
friends argued robustly but politely. There was mutual respect
to go along with their strong opinions. Both agreed with me
that it has become increasingly difficult to hold discussions
of political issues in social settings.
We’re struck by how intensely the nation seems to be divided
and we now offer readers two pieces to contemplate. Here is
Devin Stewart on “Trump and the End of Smugness,” including an
interesting section titled Bursting the “Cognitive Bubble”:
https://warontherocks.com/2018/10/trump-and-the-end-of-smugnes
s/. Trump supporters may find a surprise or two as they read
this. And here is an analysis from Psychology Today entitled
“The Dunning-Kruger Effect May Help Explain Trump’s Support”:
https://www.psychologytoday.com/us/blog/mind-in-the-machine/20
1808/the-dunning-kruger-effect-may-help-explain-trumpssupport.
I suspect this juxtaposition will intensify the divide.
For market agents this array of opinion on epistemological
issues relating to the political economy challenges us. It
certainly does me. The questions of cognitive epistemology are
profound.
Meanwhile we see the quarterly earnings season unfold while we
watch the Fed shrink its balance sheet and concomitantly raise
its policy interest rate, trying to successfully do two
challenging things at once. We also note the upward revision
of federal deficit estimates.
My memory turns up no historical references for the current
array of challenges. I’m trying to be careful about what I
know and not allow emotions to deceive me.
We are maintaining a cash reserve. We favor sectors that seem
buffered in the trade war, such as defense and domestic
energy. Of course, we may make changes at any time.
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Links to other websites or electronic media controlled or
offered by Third-Parties (non-affiliates of Cumberland
Advisors) are provided only as a reference and courtesy to our
users. Cumberland Advisors has no control over such websites,
does not recommend or endorse any opinions, ideas, products,
information, or content of such sites, and makes no warranties
as to the accuracy, completeness, reliability or suitability
of their content. Cumberland Advisors hereby disclaims
liability for any information, materials, products or services
posted or offered at any of the Third-Party websites. The
Third-Party may have a privacy and/or security policy
different from that of Cumberland Advisors. Therefore, please
refer to the specific privacy and security policies of the
Third-Party when accessing their websites.
Sign up for our FREE Cumberland Market Commentaries
Cumberland Advisors Market Commentaries offer insights and
analysis on upcoming, important economic issues that
potentially impact global financial markets. Our team shares
their thinking on global economic developments, market news
and other factors that often influence investment
opportunities and strategies.

