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Legal Disclaimer And Risk Disclosure

These materials are for educational and entertainment purposes only and are neither a
solicitation, nor an offer to buy or sell any financial instrument.

All information provided here is the opinion of the authors. The authors, AAII, AAII Income and
Cash Flow SIG leaders and members, make no claim that the information in any of these
presentations is correct. Under no circumstances should any of the information in these
presentations be taken as any kind of investing advice.

The authors, AAIL, AAII Income and Cash Flow SIG leaders and members, will not assume
any responsibility whatsoever for the actions of the reader nor financial losses that may result
from the use or misuse of the information presented.

Economics and markets are not governed by physical laws of the universe.
Patterns in data only serve to raise probability, they do NOT dictate the future.
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Interest Rates, Yield Curve, and QT
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— M2 (right} $20.9 Trillion

Quantitative Tightening (QT)

Reducing bond holding of $95B/month starting 9/1/2022

As of 12/27/2023, reduced 13.5% for target of 18.65%

Missing that $1.2T bond demand from the Fed didn’t cause much market reaction?
FOMC may cut Fed Funds rate, but no discussion of pausing QT.

Fed balance sheet may be thought of as similar to Strategic Petroleum Reserve (SPR)?
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ISM, WEI, GDP, and GDPNow

Weekly Economic Index - Dallasfed.org https://www.atlantafed.org/cqer/research/gdpnow O 1 / 1 1/ 2024
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ISM: Purchasing Managers' Index
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Business and Retail Sales

01/17/2023

FRED - — Advance Retail Sales: Retail Trade and Food Services (left) Yoy
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University of Michigan: Consumer Sentiment (right)

Retail sales spiked in 2021 to fuel the inflation surge
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Jobs Openings and Labor Turnover Summary (JOLTS)

https://www.bls.gov/news.release/jolts.nr0.htm 0 1/03/2024
—
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Employment and Wage Growth

https://www.atlantafed.org/chcs/wage-growth-tracker 01/05/2024
—
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»  Wage increase (4.1%) is trending lower.
125 » Unemployment Rate (3.7%) is relatively low.

A Negative YoY RoC often preceded recession
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US Dollar

01/17/2024

[ oxvnve 10337 | Ma2oscMaD) x  MAGs2EMAD) X »  The first U.S. dollar was printed in 1914 after the Federal Reserve Bank was created. 120.00
» The Allies paid the U.S. for supplies using gold during World War I & II, propelling the U.S. to own

most of the gold. 1944 Bretton Woods Agreement established fixed exchange rates and US would

redeem dollar for gold on demand.
»  Deficit spending in the 60’s undermined value of dollar and many countries converted their dollar

reserves into gold. President Nixon was forced to abandon the convertibility of dollars into gold. 110,00
» In 2022, 59% of all foreign bank reserves were denominated in U.S. dollars.
»  Higher dollar provides tail wind for fighting inflation.
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Commodity Futures

https://www.marketwatch.com/investing/futures 01/17/2024
—
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Inflation — PPI, CPI, PCE 01712024

Inflation Nowcasting: Latest Data (clevelandfed.org)
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Financial System State 01172003
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Leading Economic Indicator m
12/21/2023

US Leading Indicators (conference-board.or;
—

The annual growth rate of the LEI remains negative, and has hovered around —8% since Q12023 Next release
01/22/2024

YoY % Change, LEI
YoY % Changg, Real GDP

The US LEI continues signaling recession

Sources: The Conference Board,

*Bureau of Economic Analysis (BEA)
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Source: The Conference Board
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Cryptocurrency

Spot Bitcoin ETFs Are Here. Should You Invest? | Morningstar 01/1 7/2024
B —
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The Great Retirement Boom

The Fed - "The Great Retirement Boom": The Pandemic-Era Surge in Retirements and Implications for Future Labor Force Participation (federalreserve.gov

12/22/2023
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Millizns of Dollars

FRED -~

Millions of Dallars

Record Money Market Assets

https://markets.businessinsider.com/news/stocks/stock-market-outlook-2024-6-trillion-cash-buy-the-dip-2023-12

12/07/2023
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“A record $6 trillion in cash on the sidelines will help the stock market in 2024, Fundstrat says”

— Money Market Funds; Total Financlal Assets, Level (left)
Wilshire 5000 Price Index (right)

» Money market deposits seem to peak in recession
» Since 2000, MM top coincided with major stock market bottoms
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— Money Market Funds; Total Financial Assets, Level (left)

— 3-Moanth Treasury Bill Secondary Market Rate, Discount Basis (right)
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Higher interest rate attracts money market deposits
MM lost deposits after interest rate was lowered
Lower interest rate flame stock prices and expunge MM deposits
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Domestic Liquidity Indicator
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2024 Expectations for U.S. Economy

» Employment fluctuate between 3.5 and 4.5 (3.7 today)
» Inflation (core PCE) fluctuate between 2.5 and 3.5 (3.16 today)
» FOMC lower rate to match tamed inflation but remain relative restrictive

» Yield curve (10-yr minus 3-mo Treasuries) do not un-invert, recession
worries continued

» Commercial Real Estate hardship lingers
» Economy stay "no landing®, meaning no slow down

» Stock market climbs the wall of worries to a positive year
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Q&A

“Market price the future, economic reports tell the past” — Ken Fisher

“Things that have never happened before happen all the time” — Scott Sagan

Reminder : Information presented are backward-looking and for entertainment only.

Slide Conventions:
Relevant URLs are inserted below page title and may be embedded in the page. FRED series IDs are displayed on page. Date of last update is
on right side of title bar. Some charts may have their own last update date.
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