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HISTORY OF GLOBALIZATION

1 Source: OurWorldinData.Org

Pax Brittanica WW1 / WW2 Pax Americana

China Joins WTO
2001

Fall of Berlin Wall
1989



DEGLOBALIZATION HAS BEEN HAPPENING

2 Source: Strategas



RESOURCES AND OPINIONS SHIFT

3 Source: Strategas, US Treasury



EVERYTHING AS “NATIONAL SECURITY”
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• Flows of goods, services, 
and financial capital are 
shifting

• Struggle between “great 
powers”

• Challenge to US as 
hegemon

Likely Themes
• Re-arm (defend)
• Re-shore (avoid disruption)
• Re-stock (inventory)
• Re-wire (energy)

Likely Impacts
• Persistent inflation
• Cost of capital rises
• Economic volatility  



ECONOMIC VOLATILITY TO RETURN

5 Source: JP Morgan
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CENTRAL BANKS TRYING TO CATCH UP

Source: JPM Sept-13-2022
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COST OF DEBT CAPITAL RISING

Source: JP Morgan



TAKING INVENTORY OF DEBT LOADS

Source: Schwab, Mar-31-20228

Household balance sheets remain healthier after de-leveraging from the Global Financial 
Crisis.  Corporations will incur some profit margin impact from higher rates.

The US Government will face the largest challenge when facing higher interest expense.
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US GOVERNMENT REQUIRES FUNDING

Source: JPM Aug-29-2022
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PROFIT MARGINS FEELING THE SQUEEZE

Source: JPM Aug-29-2022



GETTING PEOPLE BACK TO WORK
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EQUITY VALUATIONS CYCLE OVER TIME

Source: JP Morgan
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OUR VIEW TOWARDS FINANCIAL MARKETS

Follow the De-Globalization Flows
 Be aware of rising geopolitical tension, increasing risk premium
 Seek themes that align (e.g. energy, health care, supply chain, industrial cost efficiency, labor skills) 

Increased Economic and Financial Market Volatility
 Central Banks prioritize inflation credibility over economic stability
 Emphasize cash flow/current pay investments, dividend payers and dividend growers
 Re-balance allocation opportunistically

Rising Cost of Capital
 Yields ratcheting higher over time, balance yield versus interest rate risk
 Focus on free cash flow generating businesses, not relying on external capital
 More differentiation between sectors/businesses

Valuation Matters
 Tilt towards where valuation compression has occurred, quality mid/small caps
 Profitable growth equity at a reasonable price
 Don’t overpay for “safety” 

Taxes Likely to Rise
 Tax loss harvesting
 Think about legal structure and consider asset location for tax efficiency



DISCLOSURES

Investments carry the risk of loss, including the potential loss of capital invested, which clients should be prepared to bear. Past 
performance may not be indicative of future results.

This material is being provided to demonstrate the general thought process and methodology used by Edge when constructing a portfolio 
for an individual client. This material should not be interpreted as an assertion of the Firm’s demonstrated skill as an investment manager 
or of portfolio performance experienced by any Edge clients. There can be no assurance that any client is likely to achieve the results 
shown. 

Expected results and other information in this presentation are “forward-looking statements” under applicable securities laws Forward-
looking statements are provided to allow clients and potential clients the opportunity to understand Edge’s beliefs and opinions in respect 
of the future. These statements are not guarantees of future performance and undue reliance should not be placed on them. Such 
forward-looking statements necessarily involve known and unknown risks and uncertainties, which may cause actual performance and
financial results in future periods to differ materially from any projections of future performance or result expressed or implied by such 
forward-looking statements. Although forward-looking statements are based upon what Edge believes are reasonable assumptions, there 
can be no assurance that forward-looking statements will prove to be accurate, as actual results and future events could differ materially 
from those anticipated in such statements.

Since each portfolio will be tailored to the specific client’s unique investment objectives and tolerance for risk, a client's actual portfolio and 
investment objective(s) for accounts managed by Edge may look significantly different from this or other models, as appropriate.

Index information reflects the reinvestment of dividends and is included merely to show the general trend in the equity markets for the 
periods indicated. It is impossible to invest directly in an index. 

The opinions expressed herein are those of Edge and the report is not meant as legal, tax or financial advice. You should consult your 
own professional advisors as to the legal, tax, or other matters relevant to the suitability of potential investments. 

The external data presented in this report have been obtained from independent sources (as noted) and are believed to be accurate, but 
no independent verification has been made and accuracy is not guaranteed. 

This presentation is solely for the recipient. By accepting this report, the recipient acknowledges that distribution to any other person is 
unauthorized, and any reproduction of this report, in whole or in part, without the prior consent of Edge is strictly prohibited. 

This communication is not to be construed as an offer to sell or the solicitation of an offer to buy any security.

All figures are estimated and unaudited. 

Copyright © 2022 Edge Capital.
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