Earning Notes, Calls with CEO’s & Other Ways to Find Leading
Qualitative Information
In today’s globalized and highly complex world there are many moving parts
which create the global macro backdrop. Filtering through all the data points,
news, and commentary, and then synthesizing this information to ultimately
create a view on the global economy takes time and experience. Here we discuss
some of the ways we identify sources of leading qualitative information and use
cross-referencing to help shape our investment views at BigSur.
Many Multi Family Offices use a top down approach to investing- analyzing the
“big picture” first and applying this as the primary driver of their investment
views. The below diagram shows the typical steps of a top down approach- first
understanding the global macro conditions; then using this to shape views on
what regions, sectors, industries will outperform; and finally choosing which
companies to favor.
Understanding global macro conditions is clearly critical for a top down
approach. A set of tools investors rely upon are global macroeconomic
indicators, which provide data on many different segments of the economy.
Analyzing a set of high quality leading indicators (which signal what future trends
may be) with lagging indicators (which reflect historical performance) helps
investors paint a picture of the global macroeconomic environment. Please speak

with your investment advisor for a complete list of BigSur indicators.
Like most investment firms, we believe that monitoring the performance of these
indicators is important. We don’t believe, however, that there are any “magic
indicators” which can predict the future or give us a full understanding on what
has happened (or is currently happening) in the economy. At BigSur we put the
most importance on thinking about what the performance of the indicators is
telling us- what are the implications in context to our views? One problem we
see today is that investors are quick to invest or change their views with any
slight movement of data or because of a sensational headline.

Global Economy
Regional Economy
Sector

Debunking Run-Away Inflation

Industry

In considering the threat of inflation, greater deregulation and tax-cuts have
Company
sparked fears among investors. Some argue that the benefits of greater
investment, fiscal stimulus, and growing demand and wages, could lead to an
abrupt overheating of the economy rather than lasting growth and greater
productivity. Although the U.S. economy is no longer in a “Goldilocks” state and
is experiencing diminishing labor capacity, strained systems, and commodity
reflation, run-away inflation is not necessarily going to arise.
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We have started a monthly series titled
the “The Thinking Man’s Approach” which
relating to the way we serve our clients
and conduct business at BigSur.
This will include a wide range of subjects,
some of which include: fiduciaries, wealth
&
succession
planning,
family
governance, outsourcing models, and
investment philosophies & approach.

BigSur Cross References our Sources to Create a Holistic Investment View
We don’t simply base our macro views or investment decisions upon a “data flash” scrolling across
the television screen or an exaggerated sound bite from a highly publicized analyst. We try to move
away from the noise and really do our “homework.” We look at a variety of research sources when
creating our views (i.e. market indicators, economic data, technical analysis, news, company reports,
& earnings calls); and try to put more focus on those sources which are good barometers for global
activity and add the most value in creating the global macro picture. We consult the sources we
believe are the best in their area of specialty. We also cross-reference in conversations with longonly managers, long-short equity managers, global macro managers and more. We synthesize the
information from all of these different sources and try to determine if we have a consistent picture
of the global economy when cross-referencing them against each other.
This concept of “cross-referencing” all of our research is core to our investment approach, and
something we believe differentiates BigSur from other Multi Family Offices. We believe in
understanding the global macro environment from many different angles and viewpoints. When
our multiple research sources show us data which is consistent with our view, we have greater
conviction. At times, this isn’t the case- we may have good data or information which show
conflicting trends- and this lowers the conviction in our view.
Another differentiating aspect of BigSur is that we combine a top down approach with a bottom up
approach. This is another way that we can “cross reference” different view points and have a better
holistic view of the global economy and markets. While not all BigSur clients invest in individual
stocks (only those with the appropriate investment profile), all BigSur clients benefit from this, as it
keeps our team monitoring what is happening at the corporate level of the economy.
The third quarter US earnings season was just kicked off, and during this time we hear many different
investors and analysts reading specific data as a signal of the overall market health or indicator of
future growth in the economy. We do not put too much weight on whether companies miss or beat
analyst expectations; instead, we put more focus on listening to the outlooks from CEOs of those
companies which provide insight on the pulse of the global economy. Listening to management
conference calls and reading over their transcripts provides a great amount of valuable information
to glean from- in particular, the outlook for the next quarters. This outlook in itself represents a high
quality indicator- as it addresses a key question in investors mind today from a direct and “first
party” source.

Understanding the Macro Enviroment in China: An Example of Using a Bottom-Up
Approach
One particular area of concern for us in today’s global economy is the magnitude and velocity of
China’s slowdown. There is consensus that there are a number of political constraints which will
continue to limit policymakers’ maneuvering room with respect to introducing substantial fiscal and
monetary stimulus. Several analysts have been reporting that China’s current growth is in a 3-5%
range, which we believe would have dire consequences for the global macro backdrop.
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One of the companies we monitor is Alcoa, which makes products used by the construction industry,
automakers, and home appliance manufacturers. Alcoa has large production facilities in China;
China also constitutes its largest demand market for Aluminum and Alumina. The company’s
positions make Alcoa’s performance a leading indicator to determine the health of the global
manufacturing industry. However, the stock’s performance is not our focal point; instead we mainly
focus on the outlook of Alcoa’s CEO, Klaus Kleinfeld, both in terms of regions (China/Europe/ US)
as well as sectors (Transportation, Aerospace, Automotive and Building & Construction). After
listening to Mr. Kleinfeld’s remarks regarding demand in China, we felt more reassured that the
situation in China is stabilizing, as he cited lower but still healthy demand which will likely pick up
speed with the new stimulus package.
To further cross reference this view, we are analyzing earnings reports from some other US
companies with significant operations in China. YUM Brands, the leading US restaurant chain in
China, operator of KFC, Pizza Hut and Taco Bell, also recently reported their earnings. In their report
we found further evidence showing China’s environment is stabilizing, as YUM reported that their
China business is having continued strong performance, and they are basing a large part of their
future growth strategy on their positive long term outlook. We conclude that China’s current GDP
growth could be soft, around 7.5%, but not at a stalled level some alarmist analysts have been
predicting. We will see if McDonald’s earnings report on October 19th provides another cross
reference to further support the same conclusion.
Finding leading qualitative information and cross-referencing are constant processes; we are always
challenging and enriching our views by analyzing and synthesizing information from all of the
sources we believe add value.
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Important Disclosures
This material is distributed for informational purposes only. The discussions and opinions in this article are for general information only, and are
not intended to provide investment advice. While taken from sources deemed to be accurate, BigSur Wealth Management, LLC (“BigSur” or the
“Adviser”) makes no representations about the accuracy of the information in the article or its appropriateness for any given situation. Certain
information included in this article was based on third-party sources and, although believed to be reliable, it has not been independently verified
and its accuracy or completeness cannot be guaranteed. Any statements regarding future events constitute only subjective views or beliefs, are
not guarantees or projections of performance, should not be relied on, are subject to change due to a variety of factors, including fluctuating
market conditions, and involve inherent risks and uncertainties, both general and specific, many of which cannot be predicted or quantified and
are beyond our control. Future results could differ materially and no assurance is given that these statements are now or will prove to be accurate
or complete in any way. This article may include forward-looking statements. All statements other than statements of historical fact are forwardlooking statements (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe that
the expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such expectations will prove to be
correct. Various factors could cause actual results or performance to differ materially from those discussed in such forward-looking statements.
BigSur shall not be responsible for the consequences of reliance upon any opinion or statements contained herein, and expressly disclaim any
liability, including incidental or consequential damages, arising from any errors or omissions.
The companies discussed herein, are for illustrative purposes only and do not represent past or current recommendations by BigSur. This article
is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and
the particular needs of any specific investor. Views regarding the economy, securities markets or other specialized areas, like all predictors of
future events, cannot be guaranteed to be accurate and may result in economic loss to the investor. Any securities or products referenced BigSur
believes may present opportunities for appreciation over the subsequent time periods. BigSur closely monitors securities discussed and client
portfolios and may make changes when warranted as a result of evolving market conditions. There can be no assurance that the securities and
performance included or referenced in the article will remain the same and investment strategies, philosophies and allocation are subject to
change without prior notice. Specific securities or companies identified and described may or may not be held in portfolios managed by the
Adviser and do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not assume that
investments in the securities identified and discussed were or will be profitable. BigSur may change its views on these securities at any time.
There is no guarantee that, should market conditions repeat, these securities will perform in the same way in the future. Any referenced securities
and their respective returns reflect the reinvestment of income and dividends, but do not take into account trading costs, management fees, and
any other applicable fees, expenses, and various factors including account restrictions, guidelines, the timing of investments, and cash flows that
may affect the investor’s actual return and performance. Please refer to Part 2A of BigSur’s Form ADV for a complete description of fees and
expenses. Hypothetical performance results may have inherent limitations.
The returns and references to the S&P 500 index are provided for informational purposes only. The S&P 500 Index is a market-capitalization
weighted index containing the 500 most widely held companies chosen with respect to market size, liquidity, and industry. The index is calculated
on a total return basis with dividends reinvested. In addition, the volatility and securities of the index may be materially different from an
investor’s. The S&P 500 Index was selected and is referenced to allow for comparison of the performance of any referenced securities or overall
market to that of a well-known and widely recognized index. Comparisons to indexes in this material have limitations because indexes have
volatility and other material characteristics that may differ from the referenced strategy or security. Therefore, actual performance may differ
substantially from the performance of any referenced index). Investors should be aware that the referenced benchmark funds may have a
different composition, volatility, risk, investment philosophy, holding times, and/or other investment-related factors that may affect the
benchmark funds’ ultimate performance results. Due to these differences, indexes should not be relied upon as an accurate measure of
comparison and are for informational purposes only. Unless noted otherwise, all index returns are denominated in U.S. dollars.
Target exposures included in this article may differ between clients based upon their investment objectives, financial situations and risk tolerances.
Investments in general involve numerous risks, including, among others, market risk, default risk and liquidity risk. No security or financial
instrument is suitable for all investors. Securities and other financial instruments discussed in this article, are not insured by the Federal Deposit
Insurance Corporation (“FDIC”). The income and market values of the securities stated on this article may fluctuate and, in some cases, investors
may lose their entire principal investment. Past performance is not indicative of future results.
This information is highly confidential and intended for review by the recipient only. The information should not be disseminated or be made
available for public use or to any other source without the express written authorization of BigSur. Such distribution is prohibited in any
jurisdiction dissemination may be unlawful. Please contact your investment adviser for advice appropriate to your specific situation.
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