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Show Me the Money -Article by Mark Lazar

It is not from the benevolence of the butcher, the brewer, or the baker that we expect our dinner, but
from their regard to their own self-interest.- Adam Smith

I’m fairly certain even Nostradamus could not have predicted the first half of 2020; a pandemic, followed
by a near-total economic shutdown, the destruction of $12 trillion in stock valuation, a severe recession,
unprecedented fiscal and monetary stimulus, and massive civil unrest, all followed by the fastest
economic recovery in history. And we still have five months until the election. I can hardly wait to see
what the second half of the year brings (insert smiley emoji here). Interesting times to be sure.



https://fred.stlouisfed.org/series/WILL5000PRFC
https://www.ftportfolios.com/Commentary/EconomicResearch/2020/6/8/the-recession-is-over
https://www.ftportfolios.com/Commentary/EconomicResearch/2020/6/8/the-recession-is-over

Item YTD Change
Dow Jones Ind Avg -8.48%
S&P 500 Index -3.28%
Foreign Index -9.93%
Emerging Market Index -10.53%

2020 Federal Budget Deficit | $3.7 Trillion
US 2020 GDP Forecast -6.50%
Unemployment Rate 14.40%

*All data as of 6/17/2020

After plunging nearly 35% domestically, and 49% internationally, markets are recovering at the fastest
pace in history. And while the economy will likely take another two years to get back to where it was at
the beginning of the year, markets are signaling a recovery is already underway. This may seem
counterintuitive considering Q2 (April 1-June 30) GDP is expected to suffer the fastest drop in U.S.
history. Ironically, we’ll experience both the worst economic compression and the fastest stock market
recovery in the very same quarter. But as you already know, markets are forward-looking, and see
beyond the current dour headlines and economic data.

Let’s take a moment to discuss several market indicators to gain a better sense of how markets can and
do communicate expectations of the future:

The stock market is oftentimes a good canary in the coal mine. While stock prices tend to be more a
function of (expected) earnings, corporate earnings and economic activity tend to be positively
correlated, so a rising stock market today oftentimes is indicative of better economic days ahead.
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The Treasury yield curve is simply an X/Y graph of the interest rates/yields of government securities.
With maturities ranging between 3-months and 30-years, the yield curve tells us not only the market’s
expectations of future interest rates, but also of inflation, and economic growth; both of which are
positively correlated with interest rates. While rates are currently near historical lows, the curve is
upward-sloping, which is generally indicative of future positive economic growth and associated
inflation. Conversely, a negative slope is oftentimes a harbinger of a recessions, while a flat curve implies
little or no expected economic growth or inflation.
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https://www.morningstar.com/indexes/dji/!dji/quote
https://www.morningstar.com/indexes/spi/spx/quote
https://www.morningstar.com/etfs/ARCX/EFA/quote
https://www.morningstar.com/etfs/arcx/eem/quote
https://www.cbo.gov/publication/56335
https://www.thebalance.com/us-economic-outlook-3305669
https://www.dol.gov/ui/data.pdf
https://finance.yahoo.com/quote/%5EGSPC/history?p=%5EGSPC
https://finance.yahoo.com/quote/EFA/history?p=EFA
https://pathwaytoprosperity.com/glossary/gross-domestic-product/
https://pathwaytoprosperity.com/glossary/forward-looking/
https://pathwaytoprosperity.com/glossary/expectations-theory/
https://www.marketwatch.com/investing/index/spx
https://pathwaytoprosperity.com/glossary/yield-curve/

Treasury Yield Curve Jun. 2020

Treasury yield %
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Credit spreads, or the difference between a Treasury security (i.e. risk-free asset) and a corporate bond
with the same maturity, communicate the required risk-premium, or additional return required for
assuming credit risk (the risk of default by the issuer). When credit spreads widen it’s a risk-off trade;
meaning the market is forecasting rising corporate defaults in the future. Conversely, when they’re
narrowing, the opposite is true. You’ll notice in the chart below, spreads increased over 2% in a matter
of weeks, followed by a drop of 1.4% in the past three months.
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While markets don’t always get it right, they tend to be good, unbiased prognosticators. But unlike
pundits, politicians, and news agencies, markets don’t have an agenda or a dog in the fight; their only
concern is profit. Like Cuba Gooding Jr.’s character in the 1990s comedy, Jerry Maguire, the market’s
mantra is the same; “Show me the money.” While some may denounce a profit motive, believing it lacks
virtue, by the same token, a profit motive benefits from purity of purpose and objectivity. I don’t want
markets to be virtuous; I want them to be efficient. Instead, I believe it’s the responsibility of investors
to be virtuous with their profits.


https://www.gurufocus.com/yield_curve.php
https://pathwaytoprosperity.com/glossary/risk-premium/
https://pathwaytoprosperity.com/glossary/credit-spread/
https://pathwaytoprosperity.com/glossary/risk-on-risk-off/
https://fred.stlouisfed.org/series/BAA10Y
https://pathwaytoprosperity.com/glossary/efficient-market-hypothesis/

Wasatch Team Vacation Updates

Mark

Mark & Buster in Hayden, ID

John

John in Lake Powell last month camping

Beth

Beth on a dude ranch in Montana this month
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Views expressed in this newsletter are the current opinion of the author, but not necessarily those of Raymond James & Associates. The author's opinions are
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
market indices. The index's three largest industries are materials, energy, and banks. The Barclays US Aggregate Bond Index is a broad-based flagship benchmark
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.
Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide fluctuation; the market
is relatively limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated. Be advised that investments in
real estate and in REITs have various risks, including possible lack of liquidity and devaluation based on adverse economic and regulatory changes. Additionally,
investments in REIT's will fluctuate with the value of the underlying properties, and the price at redemption may be more or less than the original price paid.
Sector investments are companies engaged in business related to a specific sector. They 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. Donors are urged to
consult their attorneys, accountants or tax advisors with respect to questions relating to the deductibility of various types of contributions to a Donor-Advised
Fund for federal and state tax purposes.



