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“The bad news is, I accidentally put all of your money
into a hedgehog fund. The good news is,
they’re cute little buggers!”

Perception is Reality -Article by Mark Lazar

What a difference a year makes. Unlike 2018; when markets finished the year in negative territory,
virtually across the board, 2019 surprised to the upside—in a big way. Investors were richly rewarded,
with equities finishing up generally between 15-30%. Even bonds had a banner year.

The headlines of the past month were a mixed bag:

President Trump is impeached by the House

Boris Johnson is reelected as UK’s prime minister.

Brexit moves ahead; the UK will leave the EU at 11pm on January 31.

Hostilities between the US and Iran escalated to a boiling but, but war was averted.

US Christmas sales increased 3.4% YOY

The US is in its 127" consecutive month of economic expansion—the longest in history.

US household wealth is the highest in recorded history, increasing 82% over the past decade.



https://www.mediaplaynews.com/record-online-sales-2019-winter-holiday-retail/
https://www.newsmax.com/newsfront/economy-expansion-growth-bull-market/2019/12/19/id/946673/
https://fred.stlouisfed.org/series/TNWBSHNO

e Phase One of the US-China trade deal is complete, the USMCA was approved by the Senate, and
additional trade deals are with Japan, South Korea, and Mexico are in the works.

Item Data point
S&P 500 Return YTD 31.49%
Bond Index Return YTD 8.72%

Foreign Index Return YTD 22.36%
Emerging Market Index YTD | 15.82%
U.S Forecast GDP 2020 2.10%

Unemployment Rate 3.50%
*All hyperlinked data as of 1/8/2020

2019 gave investors a lot to fret about; impeachment proceedings, Brexit, UK elections, US/Iran
meltdown, trade wars, PGE bankruptcy, and Boeing’s 737 debacle, just to name a few. But none were
able to curtail the longest bull market in US history.

Investors often wonder what drives the stock market. How can there be such potentially calamitous
events and yet the market does little more than yawn, if not move higher? It’s important to remember
what a market is: a pricing mechanism. Every second of every day, millions upon millions of data
points—retail sales, employment data, tax policy, trade policy, weather events, geopolitical events, Fed
policy announcements, interest rate expectations, etc.—affect security prices. The stock market doesn’t
care about Democrats or Republicans, it doesn’t care about politics in Washington, and it doesn’t care
about CNN or Fox News headlines. What it does care about are factors that ultimately affect the earnings
per share of Coca Cola, or Apple, or Proctor and Gamble, or Bank of America ... if it affects them at all.

While the hostilities between the US and Iran could have had disastrous consequences, Mr. Market—
meaning hundreds of millions of investors, including individuals, institutions, and even central banks,
from around the world—evaluated the situation as it was unfolding and correctly forecast the outcome
would have no adverse impact on expected earnings, hence no effect on the market.

The same held true for the oil market. Iran is responsible for nearly 5% of the global oil output.
Historically, geopolitical incidents involving oil producing countries have had a significant effect on the
oil market and, consequently, gas prices. However, as the chart below clearly illustrates, oil prices rose
a meager 7% from the start of the war drums to peak, before falling 15% in the following few weeks.
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https://personal.vanguard.com/us/FundsBenchmarkReturns
https://personal.vanguard.com/us/FundsBenchmarkReturns
http://news.morningstar.com/index/indexreturn.html
http://news.morningstar.com/index/indexreturn.html
https://www.conference-board.org/data/usforecast.cfm
https://www.bls.gov/news.release/pdf/empsit.pdf
https://en.wikipedia.org/wiki/List_of_countries_by_oil_production
https://www.tradingview.com/symbols/NYMEX-CL1!/

Markets are long-run efficient, but in the short-run, they’re subject to the same emotions as individual
investors: herd mentality, panic, euphoria, complacency, just to name a few. As tensions were nearing
a boiling point between the US and Iran, the market assessed matters and correctly determined the
impact on production would be negligible.

It’s easy to get caught up in the headlines and political quagmire that seems to be the norm these days.
But the nation’s economy, and the market, isn’t driven by Washington. Rather, it’s Main Street. How
are the shopping centers, restaurants, and local businesses doing? Are employers hiring? Is the airport
busy? Everywhere | go, Main Street is alive and well, and the biggest concern | hear is from business
owners who can’t seem to find enough employees to hire. That’s a good problem to have.

The next time you hear a dire prediction by a talking head on television or the newspaper, look to the
stock market and listen to what it has to say. The market has no political agenda. Its only concern is the
health and prosperity of the US economy, meaning you and me.



Wasatch Team Updates

Mark

Mark & Savina visiting friends in Colorado.

John

John & Shawn celebrating New Year’s 2020!

Beth

Beth & her daughter celebrating winter!
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subject to change without notice. Information contained in this report was received from sources believed to be reliable, but accuracy is not guaranteed. Past
performance is not indicative of future results. There is no assurance these trends will continue or that forecasts mentioned will occur. Investing always involves
risk and you may incur a profit or loss. No investment strategy can guarantee success. The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow
Jones Industrial Average is an unmanaged index of 30 widely held securities. It is not possible to invest directly in an index. Companies engaged in business
related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks
associated with investing in an individual sector, including limited diversification. Gross Domestic Product (GDP) is the annual market value of all goods and
services produced domestically by the US. The information in this article is general in nature, is not a complete statement of all information necessary for making
an investment decision, and is not a recommendation or a solicitation to buy or sell any security. Investments and strategies mentioned may not be suitable for
all investors. The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed market
equity performance, excluding the United States & Canada. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging
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that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. International investing involves special risks, including currency
fluctuations, differing financial accounting standards, and possible political and economic volatility. Links are being provided for information purposes only.
Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not
responsible for the content of any website or the collection or use of information regarding any website's users and/or members. Raymond James is not affiliated
with any of the organizations listed above. Neither Raymond James Financial Services no any Raymond James Financial Advisor renders advice on tax issues,
these matters should be discussed with the appropriate professional. Investing in commodities is generally considered speculative because of the significant
potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods when prices overall are rising.
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