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A NOTE FROM THE CHAIRMAN 
 

I am pleased to report a salutary change in the ownership structure of 
Smithfield Trust Company.  Smithfield purchased on August 31st the shares of the 
older generation of Smithfield stockholders, including me, and the net effect of this 
transaction is to have the younger generation of Smithfield’s management team in 
control of the company. 
 

This “changing of the guard” is especially beneficial and important regard-
ing our customers.  Imbued with Smithfield’s original principle of making the inter-
ests of the customers paramount, our new management team will continue to deliv-
er a high level of personal service and professionalism to all Smithfield customers.  
Our employees are energized and excited about this change. 
 

I will continue as an employee of Smithfield, managing my existing relation-
ships and engaging in business development activities.  Feel free to call me at any 
time with any questions about the foregoing. 
 
      —  Bob Kopf 
 
 
 
Smithfield 3rd Quarter 2021:  Nervous about the Fourth Quarter 
 

Money makes the world go around, as the saying goes -- because it provides 
the grease in the economic system that allows the market to resolve issues more eas-
ily.  Injecting liquidity during an economic crisis allows firms that are strong enough 
to survive to lend to those who need a temporary boost, or to buy the assets of those 
who have faltered too far, usually at a discount.  Governments provide similar sup-
port through the safety net with temporary unemployment benefits for those laid 
off and more permanent aid for those most disadvantaged.  Early in the COVID 
crisis, governments all around the world adopted the most stimulative policies ever 
seen outside of wartime.  That combination of massive deficit spending and 
extremely lax monetary policy allowed the US and global economies to rebound far 
more quickly than most had expected.  Unfortunately, so much money was created 
that it inflated prices – first in the asset markets, and with a lag in prices of goods 
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and even services as demand rebounded. 
 

Now, US fiscal stimulus is being removed as 
excess unemployment benefits ended in early September, 
PPP payments to firms are largely completed, and the 
deferral of payments on student loans will end in 
February 2022.  The Federal Reserve is widely expected 
to announce before year end a reduction in its purchases 
of government securities ending by mid-2022.  The 
European Central Bank has already started pulling back 
its security purchases.  Meanwhile, the Chinese govern-
ment has become extremely restrictive with a wave of 
new regulations to rein in capitalism and redirect profits 
for the common prosperity. 
 

We have long anticipated that the foreseeable US 
fiscal cliff would slow economic activity, anticipating 4% 
growth in the third quarter and a return to the previous 
2% trend in 2022.  However, the third wave of COVID 
has clouded economic issues – and policy responses – 
increasing the near-term risk of a more significant stall.  
We have lowered our third quarter forecast to 3.0% -- at 
the low end of consensus – but it is the fourth quarter 
that worries us, as the US may slow below 2% trend 
growth without a policy shift. 
 

Our contrarian concern is because we believe the 
recent slowdown is due far more to the loss of unemploy-
ment benefits in Red states than to the onset of COVID.  
This is an important distinction, because the third wave 
of the virus may already be cresting – but the impact of 
the fiscal pullback has just begun.  Many forecasters have 
cut their third quarter forecasts below 4% – but have a 
rebound to near 6% in the fourth as COVID subsides.  
The Federal Reserve sees 5.4% growth in the second half 
and 3.8% in 2022. 
 

During the recent cooling, the southeastern 
states have slowed the most – and, from our home base 

in Memphis, we have watched as COVID cases exploded 
at the same time that excess unemployment benefits 
ended early.  The majority of economists, most of whom 
live in densely populated cities in the Northeast and 
West Coast that suffered COVID most, have attributed 
the slowdown to the spread of the virus.  Watching the 
behavior of locals here, and evaluating state and regional 
data, we disagree.  We note that Google mobility data 
does show a deeper slump in the South than nationally – 
but Florida, the state most affected by COVID, is 
among the least affected.  It is also the only Southern 
state that maintained PUA and PEUC unemployment 
benefits, cutting off only the excess $300.  
Tracktherecovery.org’s state consumer spending data 
shows that Florida has outperformed the rest of the US 
since mid-July, despite rising COVID, as the new child 
care checks replaced some of the lost unemployment 
benefits.  The gain or loss of $300 in income means a lot 
more in the South than in the more well-off cities on the 
coasts. 
 

The fiscal cliff is far from a minor event.  The cut 
off of unemployment benefits on September 5th reduced 
consumers’ income by $300 billion at an annual rate – 
that is four times the impact of the June/July cutbacks in 
the 26 Red states, which were both economically 
stronger and less populous.  The benefits account for 
2.4% of compensation, which is equivalent to 3.6 mil-
lion jobs.  We doubt we will add half that number over 
the coming quarter.  Moreover, the resumption of stu-
dent loan payments in February will cut spending power 
for 45 million by an average $400 a month – another 
1.4% of compensation, or 2.1 million jobs.  In New 
York City alone, 750,000 out of a workforce of 3.75 mil-
lion were receiving PUA/PEUC benefits equal to 
$36,400 a year.  The cut off will be like a 20% increase 
in unemployment with no safety net to protect them.  It 
is no wonder that AOC and Jerry Nadler, representing 
Queens and Brooklyn, were the first to suggest an unem-
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ployment overhaul as part of the $3.1 trillion reconcilia-
tion bill. 
 

There are some economic offsets that will cush-
ion the blow.  The manufacturing sector in the US is 
struggling mightily to remove bottlenecks and rebuild 
inventories – so they are likely to continue to increase 
production even if consumer demand falls.  Similarly, 
residential construction and capital spending have been 
constrained by domestic and international supply chain 
issues that a US consumer slowdown may help alleviate.  
Moreover, consumers have rebuilt their balance sheets 
during COVID, so even households with no benefits 
may have savings or the ability to tap into credit cards in 
the short run. 
 

For us, the key question is whether policy is nim-
ble enough to respond to a potential economic stall.  
President Trump scrambled to find unspent stimulus 
dollars to temporarily replace unemployment benefits 
when they were cut off in August 2020.  The economic 
impact payments and $300 excess unemployment bene-
fits were ramped up quickly in January after the econo-
my stalled during the holidays.  Student loan deferrals 
have been extended several times, as were evictions and 
foreclosures until recently.  There is nothing like an eco-
nomic slump heading into an election year to focus the 
minds of the Congress – or at least its majority.  In 2017, 
The Republican Party bickered about reforming 
Obamacare – and failed -- before President Trump 
pushed through a major tax cut heading into the 2018 
mid-terms. 
 

Will the Democrats alter their reconciliation bill 
if evidence builds that the economy is underperforming?  
As noted, some progressives are already calling for more 
money sooner, likely because their offices phones are 
ringing off the hook.  Senator Manchin says he wants a 
pause -- because there are pressing problems now that 

may require the trillions currently targeted at longer 
term policies.  Would an unexpected slowdown bring 
progressives and moderates together, generating more 
money printing now? 
 

Congressional action may be needed, because to 
us the Federal Reserve is operating in an alternate reality.  
The lowest forecast among the 18 Board members and 
Regional Presidents is for 4.9% growth in the second 
half of 2021 and 3.1% in 2022.  Moreover, despite their 
universally robust growth forecasts, no member’s infla-
tion outlook exceeded 3% in 2022.  Only 3 were over 
2.5%.  A year ago, the Fed saw 4.0% growth in 2021 and 
3.0% in 2022 with inflation well below 2% the whole 
time.  Their certainty that inflation was transitory has 
maintained their heavy securities purchases – until they 
signaled this September that the economy was strong 
enough to end that process, maybe as soon as mid-2022.  
Bottom line, we think they have been behind the curve 
this entire cycle – which now seems to be winding down. 
 

Investors are well aware that it has been money 
printing that lifted the markets, which is why Fed taper-
ing is such a hot topic.  An unexpected slowdown in the 
economy due to the loss of unemployment income could 
set of a paradox of thrift, where each individual saves to 
protect their balance sheet – reducing the income of 
businesses in the process.  If the Federal Reserve were 
already tapering, it would certainly exacerbate the prob-
lem.  If Congress were slow to react, the markets would 
likely retreat to attract their attention.  We have seen a 
significant pullback in much of the market since May – 
with money shifting to technology stocks to buoy the 
overall indexes.  This may be what corrections look like 
in a world of too much liquidity -- but the new question 
is what they will look like if and when liquidity is with-
drawn? 

—   Michael Drury 
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The information and data used in the preparation of this report were obtained from public or private sources deemed to be reliable, but Smithfield Trust Company 
does not guarantee their accuracy. All opinions or predictions expressed herein are subject to change, without notice to the reader, based upon prevailing political, eco-

nomic or securities markets conditions. The material in this Forecast was prepared in late September 2021 and is based on information available at that time. 

       

SMITHFIELD TRUST COMPANY BOOK REVIEWS 
 
 
ON DESPERATE GROUND 
By:  Hampton Sides (2018) 

 
This is a book about the Chosin Reservoir. The book begins with the invasion of South Korea in June of 1950 

by the North Korean Army led by Kim II Dung, grandfather of the clown currently ruling North Korea. His army 
quickly overran the South Korean Army taking Seoul and all but a small corner of the Pusan Perimeter. General 
Douglas MacArthur was overall commander of US forces in Japan and Korea. He was 70 and had lost little of his 
tactical brilliance and none of his overwhelming ego and self regard. He determined that the least likely site for an 
amphibious landing would be Inchon (in this regard he was correct). He knew that he would need an invasion force 
composed of experienced troops who had previously landed on hostile beaches. He wanted a division of US Marines. 
At that time the 1st Marine Division was being reactivated at Camp Pendleton. It was commanded by Major General 
Oliver Prince Smith, a 56 year old who had been on active duty for 33 years and had fought at Peleliu and Okinawa 
and was considered to be the premier expert on amphibious warfare in the Marine Corps. A tasking order was sent 
to Smith directing him to move his division to Korea and serve under MacArthur.  When presented with the scheme 
of maneuver for an Inchon landing he swallowed hard and supervised the preparation of the landing plan. Smith’s 
division was composed of a considerable number of WWII vets of Pacific island landings.  They knew the drill and 
executed the landing and quickly recaptured Seoul. They were then ordered to push the North Koreans out of South 
Korea, which they and a large US Army Force commanded by Major General Edward Almond, who had been 
MacArthur’s Chief of Staff for a considerable period of time. He was totally devoted to MacArthur. MacArthur direct-
ed Almond and Smith to chase the North Koreans back to the Yalu River.  The topography of the Korean peninsular 
featured a high mountain range which split the country in half running from north to south. The Marines were on 
the right flank and the Army on the left. No one was assigned responsibility for the mountain range. As troops moved 
forward Marine recon units discovered evidence of Chinese troops. Some were captured and indicated that a large 
Chinese force had crossed the Yalu and were on the mountain tops. Smith communicated this to Almond and to 
MacArthur’s staff. This was dismissed as being bad intelligence. 
 
    The rest of the story covers the incredible waste of US Army personnel who died as a result on the Chinese 
onslaught in the ensuing battle and the uncommon valor of the Marines as they fought their way out of the Chosin 
Reservoir in the frigid cold of winter. 
 

The author concludes the book with the following observations: “Leaders are duty bound to pay close atten-
tion to the people on the ground and what flag officers who are near the forward edge of the battle zone see and 
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think”.  Further: “avoid concentrating too much authority in a single man.” An absentee general (MacArthur never 
set foot on Korean soil once the final battle began) should never be given the power wielded by MacArthur.  He cre-
ated a top down structure in Tokyo which was “criminally out of touch with reality. He presided over the worst intel-
ligence failure and leadership failure in recent American military history. His decisions, so carelessly arrived at, led to 
needless thousands of American deaths. 
 

This book is a very good read. Meticulously researched and well written, it is hard to put down once started. 
 
      —  Mike Daniel 
 
BELIEVE IN PEOPLE 
By:  Charles Koch with Brian Hooks 

 
Many liberals that I know view Charles Koch as evil incarnate.  I have never understood why they feel this 

way about him, rather than directing their anger at the many more conservative political figures out there.  Reading 
his book certainly provides a very positive view of a man with a strong desire to help people. 
 

The theme of the book is the directive to always try to empower people to enable them to become all that 
they can be.  Mr. Koch first developed this idea in his business, and Koch Industries has undeniably been highly suc-
cessful, with revenue growing from $12 million to $120 billion during his tenure.  He attributes this growth to the 
contributions his employees were able to make once they were empowered to act on their ideas. 
 

Much of the book is devoted to explaining how to apply empowerment in four important areas of our society 
- community, education, business, and government.  In community, he calls for the development of “social entrepre-
neurs;” these are leaders who treat people not as problems to be solved but as potential contributors to the commu-
nity.  He gives several examples of such people who have created unique organizations to help people escape poverty, 
addiction, etc.  In education his solution is school choice so that each child can receive an education suited to his or 
her needs and abilities.  In business he calls for an end to corporate welfare so that business leaders focus on serving 
customers and not on currying favor with politicians.  And his primary prescription for improving government is 
criminal justice reform. 
 

This book offers a refreshing new view on solving the problems plaguing our politics and our culture.  
Empower people to solve problems from the bottom up rather than imposing solutions from the top down. 
 
      —  Henry Haller, III 
 
THREE DAYS IN JANUARY 
By:  Bret Baier 

 
Fox News political anchor Bret Bair has written a book that focuses on the transition period from the 
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Eisenhower administration to the Kennedy administration.  The title is somewhat misleading though, because the 
book is actually a full biography of our 34th President, with emphasis on the eight years of his Presidency. 
 

Dwight D. Eisenhower is a much under appreciated President, and Baier goes to great lengths to point that 
out.  He is lavish in his praise of Eisenhower, and does make a pretty good case that he was one of the best Presidents 
of the past century.  In contrast to our recent Presidents, he was very successful in maintaining peace; in fact, he ended 
one war (Korea) and avoided getting our country involved in any other. 
 

Baier spends a lot of time on Eisenhower’s farewell address, which happened three days prior to his leaving 
office. (Thus the book’s title.) What stands out in that speech is his warning against the dangers of the “military 
industrial complex.” Considering the emphasis on military solutions to the problems of foreign affairs in the years 
since, that warning was certainly prescient. 
 

My one quibble with the book is that it is often very repetitive.  The book opens with a description of the 
first meeting between Eisenhower and Kennedy and then returns to that meeting several times through the book. 
Apparently the transition from Truman to Eisenhower did not go smoothly, and Eisenhower was determined to do 
a better job of preparing his successor for the stresses of the office. Overall, I very much enjoyed this book as a history 
of a critical period in which the Cold War was coming into focus as a looming danger to the world. 
 
      —  Henry Haller, III 
 
UP FRONT 
By: Bill Mauldin 1945 Edition 

 
Maudlin was a Stars & Stripes cartoonist assigned to the 45th Division in Europe from the invasion 

in Sicily to the Anzio landings and subsequent landing in southern France.  It was said that he was the most well-
known and respected sergeant in the ETO while being the most despised sergeant by general officers.  He drew car-
toons of Willie and Joe, two privates in a line infantry unit.  His cartoons depicted life as it really was for the average 
grunt, the guys who did the fighting.  Maudlin was with them day in and day out. The cartoons are hilarious.  I 
found the book in some old WWII items my mother had when she died.  I do not know if it is in print anymore, 
but it is an excellent read. 
 
      —  Mike Daniel 
 
SOLDAT: REFLECTIONS OF A GERMAN SOLDIER 1936-1949 
By Siegfried Knappe and Ted Brusaw 1992. 

 
Knappe was an officer in the German army.  He was, in some ways, the Forest Gump of the German Army, 

seeing action in Poland, Belgium, France, Russia and Italy.  He was an artillery officer.  He writes that he was not a 
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Nazi.  He was a common soldier who fought for Germans, not Hitler.  We may think of the German Army as being 
mechanized, but this is far from the truth.  All of the artillery was horse drawn, which entailed getting food, medical 
care, shoes and daily brushing for the horses.  He never had mechanized artillery until Italy when the Germans took 
over the Italian Army and its equipment.  He joined the Army in 1936 when Hitler commenced his program of great-
ly expanding the size and firepower of the Army.  Knappe writes that at first he was an admirer of Hitler because he 
recovered the lands which Germany lost as a consequence of the WWI peace agreement.  He began to lose faith in 
Hitler when he saw how he went after countries merely for the purpose of conquering them.  Knappe ended up as a 
member of the General Staff and worked with several of the top Field Marshals, and in the final days was in the Hitler 
Bunker where he worked with Goebbels, Bormann and Hitler.  When Berlin was captured, he was taken by the 
Russians and spent nearly five years in various internment camps.  He was released in late 1949 and allowed to return 
to Germany.  He subsequently emigrated to the USA and lived in Zenia, Ohio.  He casually mentions the liquidation 
of the Jews in Poland as something he really was unaware of as he was constantly engaged in combat and had virtually 
no contact with the Schutzstaffel (SS).  He was wounded on several occasions and won the Iron Cross twice. 
 

The book is a very interesting read, giving a viewpoint of the war from the other side. 
 
      —  Mike Daniel 
 
LONELY VIGIL: COASTWATCHER’S OF THE SOLOMON 
By:  Walter Lord 1977 

 
Coastwatchers were inhabitants of the various islands in the Solomon chain including San Cristobal, 

Guadalcanal, Malaita, Santa Isabel, New Georgia, Rendova, Vella Lavella, Tulagi and Bougainville.  They were plan-
tation owners, missionaries and misfits who went to a Pacific island to get away from the world.  They were the people 
who were able to send message traffic to each other and to the Pacific Command of Japanese ship movements, 
impending air strikes, landings and resupply drops.  They were a tough group of survivors, mostly British, who loved 
island life and who knew how to hide out in the deep jungle.  The book is really a bunch of short stories, one of 
which involves John F. Kennedy and PT-109, and relates a tale about JFK I had never read before. 
 
      —  Mike Daniel 
 
THE WAR BEFORE THE WAR 
By:  Andrew Delbanco 

 
Somewhat to my surprise, I liked this book, which focuses primarily on a tormented past of our history in 

the decades preceding the Civil War. 
 

Every decent and reasonable person does know that slavery was an unmitigated evil, but Andrew Delbanco 
highlights in vivid and powerful terms all the barbaric aspects of the so-called “peculiar institution.”  This is the 
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strength of the book. 
 

In the years before the Civil War, fugitive slave acts, requiring slaves escaping to the north to be returned to 
their Southern masters, were passed in a failed attempt to appease the South.  These acts inflamed tension between 
northern abolitionists and southern slave owners, arguably leading directly to the Civil War.  These tensions and 
resulting contradictions are presented by the author in a fair and even-handed fashion.  My only quibble with “The 
War Before the War” is when the author veers “off the rails” by, for example, equating the current enforcement of 
immigration and non-enforcement of gun control laws with the implementation of measures under the fugitive slave 
acts. 
 

This is a very worthwhile exposition of an important part of our history, written with competence and verve. 
 
      —  Bob Kopf 
 
THE PATRIOTS:  ALEXANDER HAMILTON, THOMAS JEFFERSON, JOHN ADAMS AND THE 
MAKING OF AMERICA 
By:  Winston Groom 

 
Perhaps improbably and incongruously, this narrative about three of our most important Founding Fathers 

was written by the author of “Forrest Gump.”  Groom’s writing style is crisp and flows beautifully. 
 

In my view our modern “woke” culture assaults history by not permitting us to admire giants like Hamilton, 
Jefferson and Adams.  One can acknowledge, in my opinion, the flaws in each of these Founders, but, at the same 
time, honor and respect the brilliance of each.  History needs to be seen contextually with an appreciation of the 
times and circumstances in which events took place. 
 

Despite considerable acrimony between Hamilton, Jefferson and Adams, the three were able to set aside their 
differences to collaborate on laying the foundation for our hopefully enduring constitutional republic.  While the 
book does not reveal any new or astounding material, it puts the context I refer to above in an excellent perspective.  
I loaned the book to my twelve-year-old grandson, Max, who said that he thoroughly enjoyed reading about the 
American Revolution and the extraordinary strains, tensions and even polarizations underlying the Revolution’s con-
summation. 
 

This is an enjoyable primer. 
 
      —  Bob Kopf 


