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FRED 24f — Civilian Unemployment Rate
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FRED:A — Industrial Production Index
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Chicago Fed National Activity index
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| followinga period of economic contraction, there is an Increasing
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U.S. Interest Rates @ REAL INVESTMENT ADVICE
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Why is the Business Cycle Important?
S&P 500 (log scale) and official National Bureau of Economic Research (NBER) U.S. Recessions
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Analysis: Over the 90 years between 1927 and 201 7, the average S&P 500 monthly return during expansions was +0.89% (889 months),

compared to an average S&P 500 monthly return during recessions of -0.71% (191 months). In terms of proportions of time: expansion months

account for about 80% and recession manths about 20%. The business cycle also has important implications far Fed policy. *Note that
recessions are not announced by the NBER until well after their start dates*
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The U.S. equity market usually peaks before the recession hlts
S&P 500 Index compared to its value at recession start dates -

recession start = 100 for each of seven prior cycles
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When the World Monetary Base contracts, trouble soon follows
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FRED :4 — st Louis Adjusted Monetary Base
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Corporate Profits Before & After Tax @ reaL mvvesTmenT Apvice
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S&P 500: % of Companies Issuing Negative EPS Guidance
—TSource: FaciSety
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US GOVERNVENT BUDGET 12MMA
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U.S. debt projected to jump by $7.5 trillion from 2016 to 2023
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Loan Loan market catching up to bonds
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Buybacks and Dividends Paid vs. the SP500's Value ﬂ REAL INVESTMENT ADVICE
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Core capital-goods orders
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Soft Patch, or Worse?
October capped third month of weak U.S. business-equipment orders
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FRED Q;_’/' — Total Revolving Credit Owned and Securitized, Outstanding

1,200
1,000
800
@
3
=
(=]
k=] 600
7]
c
L]
@
400
200
0 — AT
1970 1975 - 180 1885 - 1990 1995 » 2000 2005 2010 2015
Source: Board of Governors of the Federal Reserve System (US)  myf.red/g/ma40
Chhadt- 22
10.0% -
7.5% -
5.0%
'} ; i
2o i —— 1 .
a ] i
0.0% : :
- N N w0 (-] = ™~ (-] -] (-] - (-] =2 - =
9 9 9 g9 9 g9 9 g 39 3 38 g9 g9 389 g /8 8 8 &8 °8”

—Personal Saving as a % of GDP




U.S. 10 Year Treasury Note W L2 + WATCH

Last Updated: Dec 19, %018 at 10:29 am. EST

2.82.

4 0.001

PREVIOUS CLOSE

2.819%

ol
e

2%

an 16  Jul 16 T an%7 Jul 17 Jan 18 Jul 18




Fed Balance Sheet vs, The S&P 500

t REAL INVESTMENT ADVICE
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Figure 1: Investment Process - Roller Coaster of Emotion
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Market's emotional roller coaster

MAINTAIN DISCIPLINE = KEY TO LONG-TERM SUGCESS

exhilaration : : unease
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The Dalbar Study: 30 Years of Average Equity Fund Investor vs. Indexes
30 Years (1/1/1987 - 12/31/2016)
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Fund Flows Indicate Investors Did Not Buy and Hold
Monthly Fund Flows in Declines & Recoveries 2007-2017
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DIVERSIFICATION MAY BE ACHIEVED WITH AS FEW AS 20 HOLDINGS
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The upside of downside protection
LOSING LESS MEANS LESS UPSIDE RETURN NEEDED

‘Return required 1o recover

after a drawdown 67%
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Table-1

Recessions and Connected Market Declines

Recessions Number of Months Market Price (S&P) | Change in
NBER—Dates (Recession Length) Peak to Trough GDP
Aug 1929 to Mar 1933 43 -86.1% -26.7%
May 1937 to Jun 1938 13 -54.5% -18.2%
*Feb 1945 to Oct 1945 8 Gain -12.7%
Nov 1948 to Oct 1949 11 -20.6% - 1.7%
*July 1953 to May 1954 10 -14.8% - 26%
Aug 1957 to Apr 1958 8 -20.7% - 3.7%
Apr 1960 to Feb 1961 10 -13.6% - 1.6%
Dec 1969 to Nov 1970 11 -36.1% - 0.6%
Nov 1973 to Mar 1975 16 -48.2% - 3.2%
Jan 1980 to July 1980 6 -17.1% - 2.2%
July 1981 to Nov 1982 16 -27.1% - 27%
July 1990 to Mar 1991 8 -19.9% - 1.4%
Mar 2001 to Nov 2001 8 -49.1% - 0.3%
Dec 2007 to Jun 2009 13 -56.8% - 4.3%
*Demobilization—
WWII and Korean War
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RECESSION START UE TURNED HIGHER LEAD
1948.11 1948.06 5
1353.07 ‘ 19530? o 0
15957.08 1857.04 4
1960.04 1360.03 1
1965.12 1969.06 6
1972.11 187311 . 1]
1380.01 1979.07 6
1981.07 | 1981.04 | 2
1990.07 1990.04 3
2001.03 2001.01 2
2007.12 2007.03 8

AVERAGE 3.45




