Brad Blackburn, CFP @

Financial Advisor
Blackburn Financial
121 Cottage Ave.
Cashmere, WA 98815

509-782-2600

April
Market Numbers:

S&P 500: +0.3% to 2,065
NASDAQ: -1.9% to 4,775

DJIA: +0.5% to 17,774
10-Year Treasury Yield:

+2.8% t0 1.83%

Gold: +4.4% to $1,290/0z

Although the commentary in this
newsletter has been thoroughly
researched, well-reasoned and
contains many impressive multi-
syllabled words, please enjoy it
responsibly. There are many eco-
nomic minds that are far smarter
than mine—and even they can’t
agree on even the simplest eco-
nomic questions. In other words,
please enjoy this newsletter with
the full understanding that it may
be entirely wrong.

Financial Wanderings

A masterful examination of the previous month’s financial events, written by Brad Blackburn, CFP ®

(and made even awesomer by Andrea Dickerson)

Why it did what it did

After three months of drama in the stock
market, the S&P 500 calmly gained 0.26%
during the month of April. | think we all
deserved a stress-free month.

The initial estimate of our 1st quarter
GDP was a very disappointing 0.5%. Over
the last 3 quarters, our GDP has averaged
only 1.5%. Unfortunately, that means
weak GDP is becoming a trend. However,
| don’t want to completely discourage
you, so here are a couple silver linings.

First, consumers are still solid. Personal
consumption (which is another measure
of spending) grew nearly 2% in April and
the personal savings rate increased to
5.2%. That means Americans are still
spending solidly, but are also saving more

money. Although more savings hurts to-
day’s economy, it’s a good investment for
the long-term.

Another silver lining to our weak GDP
revolves around the falling price of oil.

As the price of oil dropped, oil companies
understandably cut way back on their
spending (which means job cuts and less
investment in equipment, and vehicles
etc...). However, that damage has already
been done. Oil companies can’t cut back
any more. Even better, if the price of oil
continues to stabilize, they might ramp up
their spending, which would be a bonus
for the economy.

But maybe | don’t have to keep pointing
out silver linings; maybe
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we can just ignore the GDP report
altogether. Many experts believe
there is a problem with the way we
calculate our 1st quarter economic
numbers (though | haven’t heard
anyone convincingly put their finger
on what the problem is). Looking
back the last few years, it does seem
strange that the 1st quarter of the
year is always so weak (“bad weath-
er” has often been blamed).

For whatever reason, the stock mar-
ket doesn’t seem to be concerned
about US economic growth. | hope
the markets are right.

Japan:

The Japanese economy is infamous
for how long it’s been languishing.
For more than 20 years, their econo-
my has suffered from deflation and

Please throw away your vote!

Let me just start out with something
that is almost certainly true: Every
single one of our Washington State
electoral votes will go to Hillary Clin-
ton. Therefore, our votes are already
“thrown away” by the system. So why
not make a statement with your vote?

Our political world is changing, and |
think we can give it another big push.
Here’s my crazy idea: If you don’t like
Hillary Clinton or Donald Trump —
don’t vote for them.
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stagnation. Unfortunately, their
prognosis is still questionable, as
they have huge problems with
debt, and an aging workforce.

In an effort to spur on their econo-
my, Japan’s Prime Minister, Shinzo
Abe, has introduced what’s being
called “Abenomics,” which is
based on very aggressive mone-
tary policy like negative interest
rates and massive QE programs.
Unfortunately, after more than a
year of experimentation, Abenom-
ics isn’t working. In fact, it seems
to be making things worse
(because Japanese deflation is
getting worse, which is exactly the
opposite of what they want).

As a result, Japan has taken recent
steps to pull back on Abenomics,
which sent shockwaves through
the global markets. Think of it like

Superman flying in to save the day,
then failing miserably and limping
away.

Japan still has many strengths, like
a well-educated workforce and a
highly technological society. But
the world’s 3rd largest economy is
really struggling — and their leaders
have no idea how to fix it.

So what should you make of all
this?

| have less conviction in my crystal
ball than | can remember having in
recent years. So I’'m just going to
end this thing right here.

Imagine if just 20% of presidential
voters vote for someone other than
one of the two choices we’ve been
force fed. That would be groundbreak-
ing. Not only would it be a statement,
but It might embolden even more
“outsiders” to join the Presidential
race in 2020. Further, it might just en-
courage our existing politicians to re-
consider how they conduct their busi-
ness.

| want that




The Fed is the only game in town

Here’s the best, most compelling
argument for all the gyrations
and contortions of the Fed: The
Fed is the only game in town. In
other words, the Fed has to do all
this crazy, aggressive stuff be-
cause the rest of our government
is completely incapable of
doing anything constructive
for the economy. The think-
ing goes something like this:
Of course it would be better
if our politicians started do-
ing positive things, but
that’s not happening, and
something has to be done.
So, the Fed is forced to save
the day.

Begrudgingly backing the Fed

For years, I’'ve complained about how
the Fed has completely owned the
attention of the markets. On one
hand, it’s been a very good thing, be-
cause the Fed has given the markets
everything they ever wanted, and the
markets have steadily risen.

So today, I’'m begrudgingly supporting
the Fed, which has come under fire
recently for merely acknowledging
that they are paying attention to glob-
al events. The problem with that is
that the Fed has long been under-
stood as having a “dual mandate:”
They are supposed to pay attention to
American inflation and employ-
ment—and that’s all. However, Fed
Chairman Janet Yellen has repeatedly
mentioned the weak global economy
in recent comments.

It’s a good point; and | definitely
admire the ability of the Fed to at
least try to help the US economy.
The problem is the Fed has very

imperfect tools —and that’s a very

big problem. The longer the Fed
keeps hammering away with

crude tools, the
”’iﬂl

more damage it will
do over the long
- gt b term.
N—
The good news is
that the markets
completely disagree
with me and love
every last treat the
Fed gives them.

Of course, that led to all sorts of cyni-
cal talk from Fed-haters like me about
the Fed overstepping its role. I'll ad-
mit that | had the same initial instinct:
“What’s this about the global econo-
my? The Fed is supposed to be paying
attention to inflation and employ-
ment IN AMERICA.”

So, maybe | should just shut up
and enjoy it.

However, the more | thought about it,
| realized that American inflation and
employment are absolutely impacted
by the slow global economy. Is the
Fed supposed to ignore that?

It’s not just that the weak global
economy impacts America, but the
Fed also impacts the global economy.
When the Fed raises rates, it sucks
money from the rest of the world into
America (money tends to follow high-
er interest rates), which hurts the
global economy even more, which
then hurts America.

In some ways, the Fed’s hands are
tied. It’s a big complex world, and a
very intertwined global economy. The
Fed has to pay attention to that.




Probably a Mountain or a Lake

The opinions and views expressed herein are those of Brad Blackburn as of the date of this publication and are subject to
change at any time without notice. This newsletter is for informational purposes only and is not sufficient for making an
investment decision and does not constitute a recommendation to buy or sell any investment. The information has been
obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.
Any decisions you make based upon the information contained in this newsletter or otherwise are your sole responsibility.

Securities identified in this newsletter do not represent all of the securities purchased, sold or recommended for client ac-
counts. Blackburn Financial, LLC and its employees may, from time to time, hold positions in securities discussed in its
newsletters. It should not be assumed that an investment in the securities identified will be appropriate or profitable to any
particular investor. Past performance may not be indicative of future results.
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ered, a guarantee of future performance. Actual results may differ materially from those indicated by these statements.
The Dow Jones Industrial Average (DJIA), commonly known as “The Dow,” is an index representing 30 stocks of companies
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securities traded on the NASDAQ system. One cannot invest directly in an index.

If you would like to receive this newsletter via email, please email me at brad@blackburnfinancial.net




