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Economic Update

How are we doing?







Wealth Effect: House Appreciation + Portfolio Appreciation =
Household Net Worth at All-Time High, Debt Service Low
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Data as of 4/12/21

Source: Strategas, 5/10/21



Widespread Global Recovery 
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Source: Markit, JP Morgan Asset Management, 5/10/21





Businesses are Cleaned Out and Need to Restock

8

Source: Evercore ISI, 4/14/21







Net Result = Inflation Warming Up
More to Come from Base Effects + Real Price Increases
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Source: JP Morgan Asset Management, 5/10/21



Unprecedented, Friendly Financial Conditions: 
Low Rates & High Liquidity
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Source: Goldman Sachs & Jones Trading, 5/6/21





Monetary Stimulus: When Will Tapering Start?
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Source: FRED, Federal Reserve Bank of St. Louis; May 11, 2021.
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Investment Implications

Beware Complacency



Relatively Expensive Market Ǳ Moderate Expectations
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Source: http://www.econ.yale.edu/~shiller/data.htm, 5/5/21







Robust Equity Issuance:
Typically Ppu Fpof Cu ǶEifbqǷ Nfwfmt *gps uif jowftups+
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Source: Jones Trading, 4/4/21





Some Excesses Being Sorted Out
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Source: Bloomberg, 5/12/21





Even Profitable Companies Have a ǶFpxotjefǷ<
Become Tax and Regulatory Targets, (globally)
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Source: Strategas, 5/10/21



Higher Corporate Taxes Would Dampen Earnings Growth
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Source: Goldman Sachs, 4/7/21





Another Taper Tantrum? 
Deferred but not Eliminated as a Risk
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Source: Bloomberg, John Authers, 5/11/21



Credit Spreads Low, All-in Yields Low: Be Patient & Selective
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General Portfolio Positioning
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• Stay liquid, Stay nimble, Keep some dry powder cash
• Neutral equities

• Earnings booming, but not always being rewarded with further upside
• Add international equities

• Underweight bonds
• Be wary of duration
• Favor selective high grade, low duration credit exposure

• Add commodities, hard assets and non-financial assets
• Consider alternatives that capture relative value or capital inefficiencies

Can the Fed stop overheating and keep inflation from getting out of control?  Sure.

Can the Fed do all of that without disrupting markets?  Not so sure.
==========================================================================================================
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Finding a stable and self-supporting economic balance will be a process of over and 

under correcting, both in terms of mood and market valuation.






