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 Introduction: 

We hope you had a wonderful summer. Here in Tampa, we’ll be dealing with heat and humidity for a while longer, and 
we can’t wait for that short stretch of “free air conditioning” when our “winter” finally arrives. 
 
We’re often asked what exactly we do as asset managers and hedge fund managers. Put simply, our job is to assign value 
to FINTECH investments. Any asset or investment has a value - what Warren Buffett calls intrinsic value. First taught to 
Buffett by Benjamin Graham at Columbia, this concept remains central to how we invest. 
 
At Manole Capital, we believe the true value of a business is rooted in its fundamentals: current results, future earnings 
power, the predictability and sustainability of those results, management’s capital allocation skill, cash flow generation, 
balance sheet strength, and - as Buffett likes to say - the width of the “moat” around the business. Ultimately, a company’s 
value comes down to fundamentals and its ability to generate sustainable earnings and free cash flow. Our role is to 
analyze these factors with discipline and patience, and invest where we believe the market price diverges from true 
intrinsic value. 
 
Earnings Quality: 

One of the most important - and most challenging - aspects of investing is assessing earnings quality. We don’t put much 
weight on the overall market’s P/E ratio as a valuation tool. Instead, we prefer bottom-up fundamental research, focusing 
on company-specific metrics like P/E, free cash flow yield, or EV/EBITDA. From there, we compare valuations to growth 
rates and the sustainability of those cash flows.  
 
It’s critical to recognize that not all earnings are equal. The majority of S&P 500 companies now report non-GAAP earnings 
instead of GAAP, the accounting standard preferred by FASB. In 2024, 71% of companies in the index used non-GAAP 
results - and in nearly 90% of those cases, adjustments made results look better. Back in 1996, only 59% of companies 
used non-GAAP (per Price Waterhouse Coopers); by 2020, that number had climbed to 94%. 
 
Originally, non-GAAP measures were reserved for extraordinary items, like a one-time sale or disaster. Now they’re used 
to exclude stock option grants, amortization of intangible assets, and recurring “restructuring charges.” For example, 
Oracle has booked a restructuring charge every year for the last five years.  
 
While Wall Street often focuses on adjusted or pro-forma EPS, we prefer cash flow. In our opinion, “Cash remains king.” 
It is what enables businesses to survive downturns, re-invest in growth, and reward shareholders. Predictable, sustainable 
cash flow is the foundation of true long-term value, allowing a company to “weather any storm.” 
 
Tariffs: 

Earlier this year, tariffs dominated market fears, with comparisons to the Smoot-Hawley era of the 1930s. From the 1790s 
through 1860, tariffs accounted for 90% of federal revenue; today, they represent less than 2%.  
 
The broad consensus among economists was that tariffs would dramatically increase inflationary pressures. In fact, 
contrary to most economic thinking, Fed Governor Christopher Waller said to NYU in July, “Tariff increases are a one-time 
boost to prices that do not sustainably increase inflation.” 
 
President Trump’s aggressive, deal-making style has generally been well received by investors, though nobody likes paying 
higher prices. So far, markets have shrugged off the risks, with the S&P 500 at record highs. What began as 25% tariff rates 
now look closer to 10% to 15% in practice, thanks to adjustments across countries and sectors. The biggest negotiation 
still lies with China. 
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 The Fed as a Soap Opera? 

Who would have thought the Federal Reserve could rival a soap opera for drama? Chairman Powell, first appointed in 
2018, has already faced a pandemic, the sharpest recession in decades, and the highest inflation since the 1970s. Now, 
political attacks from President Trump have made the Fed’s independence a front-page story. 
 
Congress gave the Fed a dual mandate, to ensure price stability and full employment. However, this was granted with 
substantial discretion to transact. Without congressional support, the Fed’s ability to credibly execute its dual mandate 
could be at risk. Independence has never been absolute - Presidents have always preferred easier money – but today’s 
pressure campaign is unusually public. History shows the danger when the Fed bends to politics. In the 1970s, President 
Nixon pressured Fed Chairman Burns for easy money to juice the economy before reelection. Burns later wrote that 
President Nixon’s pressure was “startling and even frightening.” When Burns acquiesced Nixon’s demands, the result was 
double-digit inflation.  
 
The Fed’s independence has never truly been absolute, as it exists and serves “at the pleasure of Congress.” It’s convenient 
to say the Fed is independent, but it operates within the political system. Politicians and officials are always looking to get 
elected, and it is obviously much easier in a booming economy than a recession. As former Fed Chairman Alan Greenspan 
once said, “I cannot remember many calls from presidents or Capitol Hill for the Fed to raise interest rates.” 
 
How the Fed Sets Interest Rates: 

The Fed Funds rate - the short end of the yield curve - is set by the Fed. This is the central bank’s most consequential 
decision, spurring or hindering bank lending and determining whether the economy to expands or contracts. The Federal 
Open Market Committee (FOMC) - 12 members who meet 8x a year – sets this rate. The rest of the yield curve is 
determined by market forces. Regional Fed banks act like quasi-private institutions, but fall under 12 governors appointed 
by the President and confirmed by Senate. 
 
The chair sets the agenda for FOMC meetings, and leads the institution, but cannot force policy decisions on the 
committee. Turmoil could ensue if the Chair loses majority support. While the Fed has traditionally spoken with one voice, 
cracks are appearing. We wonder what would happen, if the FOMC had large disagreements with its existing chair. Is this 
the start of a schism? In an organization that prides itself on consensus, where disagreements are rare, the last FOMC vote 
had two dissenters – its first since 1993. While this was just two dissenting votes, could other governors begin to voice a 
differing opinion? 
 
In early August, Fed governor Adriana Kugler resigned ahead of schedule, giving President Trump an immediate 
appointment. Kugler did not give a reason for her early departure, other than saying she plans on teaching at Georgetown 
University. Then, on August 26th, President Trump demanded Fed Governor Lisa Cook resign over alleged mortgage fraud, 
or face removal. While the Federal Reserve Act allows removal ‘for cause,’ the law doesn’t define exactly what that means, 
leaving it to judicial interpretation. Lawsuits – and possibly the Supreme Court – will likely settle this dispute. Is this just 
one step in President Trump’s desire to restructure the entire Fed? This might be the beginning of a broader executive 
branch interference program to control the Fed’s operations.  
 
We expect a more unpredictable Fed, which means more volatility (which would certainly help volumes on our exchanges). 
We never want to see financial markets get riled up, but we expect additional uncertainty, potentially some institutional 
instability, and heightened volatility. Markets so far remain calm, but sustained political pressure could erode confidence 
in the Fed’s independence. For now, it feels like Wall Street’s version of popcorn theatre - but the implications are serious. 
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 What Change on the Fed Could Look Like: 

Since his 2024 re-election, President Trump has been demanding lower rates. He repeatedly mocks Chairman Powell as 
“Too Late,” a “numbskull,” and even a “stubborn MORON.” Steering monetary policy while receiving verbal attacks from 
the White House, probably wasn’t what Powell envisioned when he joined the Fed. Powell’s term ends on May 15th, 2026, 
and given tensions, we question if he’ll last that long.  
 
One of the first shifts at the Fed could be messaging and communication. The current Fed avoids surprises, holding press 
conferences, publishing forecasts, and regularly signaling its thinking. Economists once complained that the Fed made 
decisions “behind the curtain,” but now critics argue it telegraphs too much, making it easier for markets to game its 
moves. As the World Bank President said in June, “Today’s Fed is effectively the world’s biggest hedge fund.” Under 
President Trump, expect more abrupt economic announcements, perhaps even via Truth Social, X.com, Instagram and 
Facebook. 
 
The Potential Candidates for Fed Chairman: 

Now, let’s highlight some of the potential candidates President Trump will choose from for Powell’s successor. Yes, you 
can finally legally bet on important things, like will the Miami Dolphins winning Super Bowl 60, in Santa Clara, California 
on February 8th, 2026 (currently at 10,000:1 on DraftKings) or who will be the next Fed Chairman.  
 
According to prediction market Kalshi, the best candidates are: 

• 31% Christopher Waller, Fed Governor, nominated by President Trump in 2020 

• 21% Kevin Warsh, a former Fed Governor from 2006 to 2011, and now an active investor 

• 18% Kevin Hassett, National Economic Council Director and macroeconomist specializing in taxes 

• 10% David Zervos, Jefferies Chief Marketing Strategist 

• 4% Scott Bessent, Current Treasury Secretary, has asked to be removed from consideration 

• 2% Michele Bowman, Fed Vice Chair of Supervision 
 
We correctly predicted Powell back in October 2017 (see here), and our view is that Kevin Warsh seems like President 
Trump’s most likely choice. He was considered for in 2018, has the credentials, and is echoing many of President Trump’s 
critiques. On CNBC in July, Warsh argued “We need regime change at the Fed. It’s not just about a person. It’s about an 
approach to economics. We need to change how we’re thinking about inflation, how we’re conducting policy, how we’re 
supervising and regulating banks, and how we’re communicating.” Warsh has been blunt; he said the current Fed “isn’t 
working,” and he advocates for “breaking some heads” at the central bank. At a conference in April, he quipped, “There’s 
only two problems with data dependence, the data and the dependence.” Clearly, this is not the language of past, cautious 
central bankers. 
 
One thing is certain: whoever takes over next year will push for rate cuts and a major overhaul. The administration insists 
the Fed misunderstand inflation’s drivers and has mishandled policy. Expect a radically different framework for inflation 
and interest rates.  
 
The Fed has evolved from a rate-setting body into an institution that shapes fiscal policy and influences the global 
economy. Today’s Fed is driven by a profound sense of caution. Tighten too quickly and you could hinder potential growth; 
tighten too late and inflation accelerates. Could a new-look Fed alter its fundamental mission altogether? Might it begin 
to resemble the political divisions of the Supreme Court? Regardless of who leads, change is coming – either in how the 
Fed defines inflation, conducts policy, or communicates with markets. The Fed was a creation of the political system, and 
it can be altered and changed by it. That change is coming in the next few months and quarters. 
 

https://www.manolecapital.com/_files/ugd/43315f_5a71fb5945f54bb5849d90b415af9c69.pdf
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 The Current Macro Picture:  

After Chairman Powell’s 14-minute Jackson Hole speech, markets rallied (the S&P 500 rose +1.5% and the Russell 2000 
increased by +3.7%) on hopes for a September 25-bps cut. But when Treasury Secretary Scott Bessent floated a 50-bps 
cut, speculation spiked further. Is the Fed acting in the economy’s best interest, or bowing to political pressure? 
 
Investors must remember that the Fed often follows the data rather than leads it. Cuts typically reflect existing conditions, 
not create them. Several risks remain for the “data dependent” Fed. First, tariffs could hit consumers and producers harder 
than expected, and cutting too aggressively risks fueling inflation – especially with the S&P 500 at record highs. 
 
Inflation has cooled from its 2022 peak of +9.1%, but with Core CPI above 3% and producer prices rising (highest monthly 
increase in 3 years), pressures remain. Meanwhile, unemployment has edged up to 4.2%. While not alarming, the trend is 
creeping higher and higher. When the BLS (Bureau of Labor Statistics) reported this uptick, President Trump questioned 
its accuracy and promptly replaced its Commissioner – Erika McEntarfer. So much for “don’t fire the messenger.” 
 
The current Fed sees itself as institutionally nimble and intellectually flexible. Critics see it as bloated, backward looking, 
and outdated. Powell must steer the Fed through 9-months political hostility while convincing markets the Fed remains 
data-driven, not politically driven. As former Chairman Bernanke said, “The Fed’s credibility - its perceived willingness to 
make hard decisions based on data and nonpartisan analysis - is an important national asset.” That credibility is now being 
tested more at any point in the last 50 years. 
 
The Latest from Washington, DC: 

Congress is back from its summer recess with a potential government shutdown looming. Lawmakers just returned to 
Washington, and their top priority is keeping the government funded. Without a short-term spending measure, federal 
operations will grind to a halt at the end of September.  
 
Expect plenty of partisan wrangling: Republicans hold the majority but still need Democratic support to pass any funding 
bill, giving Democrats leverage to demand concessions. The last shutdown was in December 2018, but the odds of another 
are rising.  
 
Some Republicans see a shutdown not as a crisis, but as an opportunity to showcase their commitment to cutting spending 
and to paint Democrats as reckless spenders. Democrats, on the other hand, are betting that voters will blame Republicans 
for dysfunction in Washington, giving them leverage to hold firm on their priorities. Both sides know that shutdowns carry 
political fallout, but Republicans seem increasingly confident they can shift the blame and use it as ammunition in the 
upcoming midterms. This showdown highlights the deep dysfunction in Congress, where political theater often takes 
priority over governing. 
 
Innovation: 

Market history shows how innovation drives growth. GM became the first $10B company with the automobile, IBM the 
first $100B with the PC, and Apple the first $1T with the iPhone. Many now believe artificial intelligence could deliver the 
first $10T company, with Nvidia already surpassing $4T in market cap.  
 
AI is especially powerful because it is self-improving. But adoption takes time. A recent MIT study found that 95% of 
organizations report zero returns so far from generative AI investments. Historically, major technological shifts - from 
electricity to the internet - took years to show up in productivity data, but eventually did reshape entire industries.  
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 As shown in this chart, previous technology 
breakthroughs led to material gains in productivity – 
after a certain number of years. While it does take 
time for technology and innovation to equal 
productivity gains, the economy is still struggling to 
truly understand, appreciate, redesign, and optimize 
their processes to the introduction of AI.  
 
We believe AI will ultimately have a profound impact 
on our economy, but the timing and scale of returns 
will vary widely. When transformational innovation 
opportunities arise, we continue to see more of those 
coming from here in the US. The key for investors is to 
separate hype from fundamentals.  
 
 
Conclusion: 

According to the CMEs FedWatch tool (a favorite resource of ours), markets see an 86% chance of a 25-bp rate cut in 
September and nearly a 50% chance of another in December. While the bond market may worry about the implications, 
equity markets, IPOs, and M&A activity typically welcome a lower-rate environment. 
 
Still, the upcoming cut is no surprise. Markets have already priced it in, which means the Fed’s decision is unlikely to spark 
a major move. History shows rate cuts rarely change the market cycle’s direction. In 2001 and 2007, they couldn’t stop 
bear markets, with stocks falling (40%) before bottoming. In 1974 and 1990, by contrast, they happened to coincide with 
the start of new bull markets. On average, after Fed easing cycles, equities rose +7% over six months and +12% over twelve 
months. While stocks have often risen after initial cuts, the true driver has always been the economic and earnings cycle. 
Lower rates help, but fundamentals, not Fed decisions, drive sustainable rallies. 
 
That is why we focus on fundamentals, not Fed drama. A small and well-telegraphed cut may steepen the yield curve 
slightly, but it won’t alter the long-term trend. In the current environment, we largely see a resilient US economy, even as 
some signs of slowing are starting to show. Market performance ultimately depends on earnings growth, consumer 
resilience, and global demand, not a quarter-point move. 
 
As investors, our job is to look past the noise, whether it’s central bank theatrics, political headlines, or the latest AI buzz. 
We stay disciplined, patient and focused on cash flows, and fundamentals. That approach has served us well, and we 
believe it will continue to deliver value in the years ahead. 
 

 
 
 
 

Warren Fisher, CFA 
Founder & CEO 
Manole Capital Management 
warren@manolecapital.com 
 

http://www.cmegroup.com/markets/interest-rates
mailto:warren@manolecapital.com
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 Intern Research on Gen-Z: 

Over the last 7-years, our interns have conducted research on their demographic cohort, Gen-Z. Specifically, our interns 
do research on four key areas: banking, brokerage, crypto and the payments industry. Visit our website at 
www.manolecapital.com/research, or read their reports on business websites like Seeking Alpha and Sum Zero.  
 
Cliff Clavin’s “Useless” Information: 
In the 1980s, one of our favorite TV shows was Cheers. The know-it-all postal worker was named Cliff Clavin and played 
by actor John Ratzenberger. This recurring segment of our newsletter highlights some “useless” information that Cliff 
would be proud of.  
 
Predictions: 
After 38-years of predicting the outcomes of college football games 
for ESPN’s College Gameday, Lee Corso made his final choice on 
August 30th, 2025. The 90-year Corso had an impressive record of 
picking games, going 287-144, for a winning percentage of 67%.  
 
Corso gained popularity by donning the mascot’s headgear signifying 
his choice. He successfully made his final decision by donning Ohio 
State’s Buckeye headgear last weekend.  
 
The S&P 500: 
When Nvidia joined the S&P 500 Index, it replaced Enron.  
 
Magnificent 7: 
From January 2023 to January 2025, the Mag 7 stocks added $11 
trillion of market cap. That is the equivalent of all UK, French and 
German stock markets combined.  
 
Volumes: 
According to Citibank, year-to-date average daily trading volumes (through July) are 17.2 billion shares. Not only is that a 
all-time trading record, but it is up over 2.5x since 2017. This year, stocks below $5 per share have represented 32% of 
total volumes, reflecting somewhat of another meme craze. Zero-day-to-expiration options are booming and have 
become a meaningful driver of Robinhood’s volumes.  
 
Enhanced Performance: 
The Enhanced Games, to be held in Las Vegas in May of 2026, is an Olympic-
style event that does NOT drug test its athletes. It is offering up $250,000 for 
first place in its events, as well as $1 million bonus for any athlete that beats a 
world record.  
 
The Enhanced Games just filed a $800 million anti-trust lawsuit against the 
World Anti-Doping Agency, for telling drug free athletes not to compete in its 
new league.  
 
 

http://www.manolecapital.com/research
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 DISCLAIMER: 
Firm: Manole Capital Management LLC is a registered investment adviser. The firm is defined to include all accounts 
managed by Manole Capital Management LLC. In general: This disclaimer applies to this document and the verbal or 
written comments of any person representing it. The information presented is available for client or potential client use 
only. This summary, which has been furnished on a confidential basis to the recipient, does not constitute an offer of any 
securities or investment advisory services, which may be made only by means of a private placement memorandum or 
similar materials which contain a description of material terms and risks. This summary is intended exclusively for the use 
of the person it has been delivered to by Warren Fisher, and it is not to be reproduced or redistributed to any other person 
without the prior consent of Warren Fisher. Past Performance: Past performance generally is not, and should not be 
construed as an indication of future results. The information provided should not be relied upon as the basis for making 
any investment decisions or for selecting The Firm. Past portfolio characteristics are not necessarily indicative of future 
portfolio characteristics and can be changed. Past strategy allocations are not necessarily indicative of future allocations. 
Strategy allocations are based on the capital used for the strategy mentioned. This document may contain forward-looking 
statements and projections that are based on current beliefs and assumptions and on information currently available. Risk 
of Loss: An investment involves a high degree of risk, including the possibility of a total loss thereof. Any investment or 
strategy managed by The Firm is speculative in nature and there can be no assurance that the investment objective(s) will 
be achieved. Investors must be prepared to bear the risk of a total loss of their investment. Distribution: Manole Capital 
expressly prohibits any reproduction, in hard copy, electronic or any other form, or any re-distribution of this presentation 
to any third party without the prior written consent of Manole. This presentation is not intended for distribution to, or 
use by, any person or entity in any jurisdiction or country where such distribution or use is contrary to local law or 
regulation. Additional information: Prospective investors are urged to carefully read the applicable memorandums in its 
entirety. All information is believed to be reasonable, but involves risks, uncertainties and assumptions and prospective 
investors may not put undue reliance on any of these statements. Information provided herein is presented as of the date 
in the header (unless otherwise noted) and is derived from sources Warren Fisher considers reliable, but it cannot 
guarantee its complete accuracy. Any information may be changed or updated without notice to the recipient. Tax, legal 
or accounting advice: This presentation is not intended to provide, and should not be relied upon for, accounting, legal or 
tax advice or investment recommendations. Any statements of the US federal tax consequences contained in this 
presentation were not intended to be used and cannot be used to avoid penalties under the US Internal Revenue Code or 
to promote, market or recommend to another party any tax related matters addressed herein.  


