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GLOBAL FREE TRADE VS. PROTEC-
TIONISM

O ver the past six weeks, in every Asian
city I visited I was asked the same
question. IF A DEMOCRAT WINS THE PRESI-
DENCY IN NOVEMBER, WILL AMERICA
ERECT TRADE BARRIERS TO STOP OUTSOURC-
ING TO ASIA? Asian government officials,
economists and stock market analysts are
really worried about this possibility.

Asians are watching our elections closely and listening to the
debates and their concern is that they are being “SCAPEGOATED”
because America is losing manufacturing jobs to Asia.

You can see this in the Democratic debates over the issue of the
NORTH AMERICAN FREE TRADE AGREEMENT, better known as
NAFTA.

I have often said that U.S. companies
(including their workers) and the U.S. stock
market are the major beneficiaries of the
global economic expansion in Asia and
emerging markets like Latin America.

What Senator Clinton and Senator Obama
do not understand, is that while 2.4 million
U.S. manufacturing jobs have been lost
since NAFTA took effect in 1994, which is
a drop of about 14%, 39 million other jobs
outside of manufacturing have been created
in that same time period here in the U.S.

IT IS TECHNOLOGY, NOT ASIA OR
MEXICO

he sad part of this nonsensical debate,

is that the major reason for the 2.4 mil-
lion manufacturing jobs loss is productivity
gains in the U.S.—not NAFTA or any other
trade agreement.

It is technology, not Asia, Mexico or any other country that has
caused most of that job loss.

American manufacturers have increased manufacturing output
and productivity by 66% since 1993.

UNPRECEDENTED U.S. WORKER PRODUCTIVITY

his manufacturing output increase has been unprecedented
and sweeping gains in worker productivity have allowed

“PUT ANOTHER WAY, THE MAIN
JOB KILLER OF THE PAST 14
YEARS HAS NOT BEEN THE
“GIANT SUCKING SOUND” OF
JOBS GOING TO MEXICO, AS
ENUNCIATED BY ROSS PEROT.

RATHER IT HAS BEEN THAT

MACHINES REPLACING

HUMANS.”
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U.S. companies to produce more goods with fewer people.

According to USA TODAY, “Some of this has come from out-
sourcing the most labor-intensive parts of manufacturing, par-
ticularly to Asia. But much of it is from the use of more auto-
mated systems for assembly lines and high-tech inventory man-
agement.

Put another way, the main job killer of the past 14 years has not
been the "giant sucking sound" of jobs going to Mexico, as
enunciated by Ross Perot. Rather it has been that giant hum-
ming sound of machines replacing humans.

Overall, this increased productivity has led to rising living stan-
dards and made the American economy more competitive. It
has also left some people behind at a cost of considerable per-
sonal pain.

The only real answer to the problem of declining employment
in manufacturing lies in educating
younger workers and retraining older
ones. This is, to be sure, a big challenge
and a tough sell politically. American
schools continue to underperform, par-
ticularly in technical knowledge. And
most federal retraining programs have
failed.

Any other answer, however, is simply
not responsive to the problem — a work-
force with too many people lacking the
skills to prosper in a global economy and
climb into the middle class. Fixing this
is both essential for the economy and
vital to U.S. democracy.”

GIANT HUMMING SOUND OF

I hope that common sense will eventu-
ally take hold, no matter who wins the
White House in November. But by mak-
ing global free trade agreements a cen-
terpiece of the debate over the manufac-
turing economy is cheap pandering. The
idea only seeks to scapegoat Asia and Mexico.

In the end, protectionism will only make American companies
less competitive—and then you really will see significant
losses of jobs here in the U.S.

UNTIL NEXT WEEK...

—Paul Dietrich
dietrich@foxhallcapital.com
800-416-2053
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PORTFOLIO COMMENTARY AND ALLOCATIONS

FOXHALL PORTFOLIO UPDATE

‘ N 7 e are approaching the end of a month that we began very cautiously with a very

defensive portfolio stance in the developed markets and in the emerging mar-
kets, but a very bullish stance on the global hard asset category. Our holdings were
positioned early in the month to profit from the weak dollar and strong commodity mar-
kets as well as for preservation of capital in high quality shorter term bonds. Thus far
these have proven to be sound decisions as our portfolios have benefited from a con-
tinuation of these trends during February!

Over the next week we will be reviewing our holdings again, following the same disci-
plined investment process that has served us well, and then reallocating our portfolios in
light of the most recent supply and demand data.

Once the process is complete we will report to you the changes made and update the pie
chart allocation page for your benefit and understanding of the actions we have taken on
your behalf or that of your clients.

We invite you to review the pie chart allocation illustrations at the end of this report to
see visually the defensive character of our current portfolios.

Foxhall Capital believes that our disciplined investment process, with both an offensive
and a defensive strategy is well suited to these uncertain economic times. While we are
currently in a primarily defensive strategy regarding global stock markets, we are also
positioned to benefit from the current bull market in global hard assets!

On behalf of the Foxhall Capital team, we thank you for the opportunity to continue
serving you as we steer carefully through these very unusual global economic condi-
tions.

Dave Morton

dmorton@foxhallcapital.com

Disclosure: The opinions and portfolio information provided in the Foxhall Global Outlook are
subject to change at any time, and are not to be construed as advice for any individual nor as an
offer or solicitation of an offer for purchase or sale of any security. Client accounts may differ
from model allocations due to many reasons. All investment strategies offer the potential for loss
as well as gain. Individuals should consult with their financial professional to determine an in-
vestment strategy appropriate for their objectives, risk level, and time horizon prior to investing.
Past performance is not a guarantee of similar future performance.
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variable life accounts will
vary significantly due to
the availability of invest-
ment options in each con-
tract. All allocations may
change without notice.

| WWW.FOXHALLCAPITAL.COM





<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



