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WEEKLY ECONOMIC UPDATE FEB. 12, 2024

The stock market experienced solid gains last week, concluding the trading week on a
positive note, thanks to robust corporate reports and favorable inflation news; this
propelled the S&P 500 Index to achieve a new record high at the end of the week.

S&P Tops 5,000

At the start of last week's trading, stocks faced downward pressure due to comments by
Fed Chair Powell over the weekend, signaling that the Federal Reserve had no immediate
plans to initiate interest rate cuts. Consequently, the yield on the two-year U.S. Treasury

note, highly influenced by monetary policy, increased to its highest level in two months.’

By the end of trading on Monday, stocks had regained a significant portion of their previous
losses. Influencing this market rally were positive corporate earnings reports. This trend
continued throughout the week, contributing to the overall market momentum. By Friday,
67% of the companies listed in the S&P 500 had released their Q4 results, and an
impressive 77% of those companies exceeded earnings expectations.?

Investors expressed enthusiasm on Friday after a report indicating that December's
inflation was lower than initially anticipated. This positive news revitalized buying activity,
resulting in the S&P 500 surpassing 5,000 for the first time.?
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Source: YCharts.com, February 10, 2024. Weekly performance is measured from Monday, February 5, to Friday, February 9.
ROC 5 = the rate of change in the index for the previous 5 trading days.
TR = total return for the index, which includes any dividends as well as any other cash distributions during the period.

Treasury note yield is expressed in basis points.

Economic Strength

The strength of the U.S. economy has come into the spotlight. An analysis conducted by
The Wall Street Journal recently proposed that the economy's resilience could be
attributed, at least in part, to the productivity driven by the technology sector.*

What might rein in that productivity? One possible influence could be the increase in oil
prices witnessed last week. Additionally, shipping companies have been imposing
surcharges for several months to mitigate recent conflict, and these charges may
contribute to global inflation this year, potentially dampening investor enthusiasm.®

This Week: Key Economic Data

Tuesday: Consumer Price Index (CPI).

Wednesday: EIA Petroleum Report.

Thursday: Industrial Production. Retail Sales. Jobless Claims.

Friday: Housing Starts. Producer Price Index (PPI). Consumer Sentiment.

Quote of the Week
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“The truth often evades being recognized due to its utter incredibility.”

- Heraclitus, Greek philosopher (late 6th/early 5th-century BC)
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For a few days, ever since the supposedly amazing GDP report from the fourth quarter of
2023, we’ve been blasted by the media about how great the economy is doing. It’s
exasperating because these claims don’t fit with human experience. Last we heard from
the Census Bureau, real income is down, and no one doubts it. Everyone has felt strong
downgrades in living standards over these past four years.

And yet, no recession has been declared. This is for technical reasons. Arecession is
supposed to show up in the technical reading of the GDP plus unemployment. We’ve
known for years that the unemployment data are broken. They don’t account for labor
dropouts or adjust for multiple job holders or otherwise reveal anything about labor
participation or remuneration. Unemployment is technically low, but so what?

As for gross domestic product (GDP), itisn’t a measure of the standard of living or even
economic growth. It is a measure of output—stuff going on as measured in dollar terms,
whether necessary, productive, society-serving, efficient, or not at all. The aggregate was
concocted at atime when economists believed that spending was itself productive,
whether it flowed from a sustainable capital base or government itself. Anything moving
and churning was regarded as good. An alternative view from Peter St. Onge is noteworthy:
“Fresh GDP numbers came in and it was a blowout. The kind of blowout that only a $2.7
trillion government deficit can buy while the private economy crumbles around it. Another
couple blowout GDP reports like this and Americans will be living under an overpass.”

The essential ruse comes down to unfathomable amounts of government spending that is
being recorded as productivity and output and interpreted by the media as growth.

“In the past 12 months, the federal deficitincreased by $1.3 trillion. Yet we only got half
that in GDP—about $600 billion. In other words, everything else shrank. It’s even worse for
that brave and stunning Q4—there we got just $300 billion in extra GDP for—wait for it—
$834 billion of new federal debt.”

To put a fine point on it: “Essentially, [GDP is measuring] the pace at which we’re going
Soviet, replacing private wealth with government waste.” In his interpretation of the data,
he says we are destroying wealth at the fastest rate since 2008.

Another analysis echoes the same thought: “While Q4 GDP rose by $329 billion to $27.939
trillion, a respectable if made up number, what is much more disturbing is that over the
same time period, the US budget deficit rose by more than 50 percent, or $510 billion. And
the cherry on top: the increase in public US debt in the same three-month period was a
stunning $834 billion, or 154 percent more than the increase in GDP. In other words, it now



takes $1.55 in budget deficit to generate $1 of growth ... and it takes over $2.50 in new debt
to generate $1 of GDP growth!”

To say this is unsustainable is more than obvious. It is a disaster, and this is dragging
American prosperity into the pits, if by prosperity, you mean quality of life. No matter how
many gizmos to which you have access, the resources for living a good life are depleting
very fast. The idea of a one-income family is nearly extinct, whereas it was the norm three-
quarters of a century ago. Even the gizmos are falling apart and not serving us well.

Household appliances don’t work unless you somehow get your hands on the most high-
priced models. They are trying to shove everyone into urban commuter cars so that you
cannot drive on those big vacations that used to be the American norm. College is out of
reach, and the degree is increasingly worthless anyway. People are despairing for the future
ever more and thinking that this is just the new normal.

Even looking at output data over the long term, you can see the trend, even given all the
manipulation and fakery. It’s still very obvious where things are headed.

Everyone underestimates the wild effect of 2020 and the following chaos caused by
lockdowns. Those sent the workplace into upheaval, wrecked data collection, made
property rights and liberties far less secure, and entrenched a professional managerial
class in government and industry that conspires against the public.

On another side, we are seeing the evaporation of trust in media, medicine, academia, and
government. Large media organizations are laying off workers in droves just to survive, and
the “woke” (think World Economic Forum) agenda generally seems on the ropes.

Dramatic reforms are possible, but are they likely? We will see. There needs to be
wholesale reform in government and much more besides, to save what’s left of the great
American prosperity machine. As itis, the more likely outcome is to go the way of empires
past, a long slog through the miasma of corruption and stagnation until generations hence
will speak of the United States in the past tense the way we talk about the Portuguese
empire.

That’s a big departure from the way this article opened, so let’s go back to the point. The
GDP data are not reflective of anything real except government profligacy and stagnation in
every sector that counts. You can read the headlines or look at the underlying realities. One
perpetuates existing myth-making and the other reveals that the myth is not long for this
world.®
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value of investments
will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost.

The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice.

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not indicative of the past
performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot directly invest in unmanaged indexes. Past
performance does not guarantee future results.

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock market. Nasdaq
Composite is an index of the common stocks and similar securities listed on the NASDAQ stock market and is considered a broad indicator of the performance of
technology and growth companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI) and serves as a benchmark of the performance of
major international equity markets, as represented by 21 major MSCl indexes from Europe, Australia, and Southeast Asia. The S&P 500 Composite Index is an
unmanaged group of securities that are considered to be representative of the stock market in general.

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury Note prior to maturity, it
may be worth more or less than the original price paid. Fixed income investments are subject to various risks including changes in interest rates, credit quality, inflation
risk, market valuations, prepayments, corporate events, tax ramifications and other factors.

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks unique to a specific
country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility.

Please consult your financial professional for additional information.

This content is developed from sources believed to be providing accurate information. The information in this material is notintended as tax or legal advice. Please
consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by FMG Suite to provide
information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional, Registered Investment Advisor, Broker-Dealer,
nor state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general information, and they should not be considered a
solicitation for the purchase or sale of any security.

Copyright 2024 FMG Suite.



