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Financial Wanderings

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

(and made even awesomer by Andrea Dickerson)

March
Market Numbers:

S&P 500: +6.7% to 2,060
NASDAQ: +6.8% to 4,870

DJIA: +7.1% to 17,685

10-Year Treasury Yield:
+2.29% to 1.78%

Gold: +0.4% to $1,236/0z

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.

Why it did what it did

| wasn’t worried. | nev- é‘ﬁ
er had any doubts. | L
knew everything was 3
going to be okay the

whole time.

Although the markets are still below their
all-time high (which was back in May),
this has been an impressive recovery.
Over the last 6 weeks, the S&P 500
gained nearly 12% and is now positive for
2016. Who'd have thought that was pos-
sible after the nasty way the year start-
ed?

What could possibly have been big and
awesome enough to move the markets in
such a major way? Obviously, it was
something very wonderful.

Perhaps it’s a coincidence, but the stock
market started going up at exactly the
same time Donald Trump and Hillary Clin-
ton started gaining delegates. The obvi-

ous conclusion is that the markets are cel-
ebrating that America’s future is in the
hands of such selfless, thoughtful leaders.

The more likely reason the stock markets
gained so much is simply because they fell
so much in the first place. Over the first
six weeks of the year, the markets
plunged. Over the following six weeks, the
markets gained it all back and more. My
conclusion? The markets are crazy.

Of course, there’s a little more to the sto-
ry than that. So please keep reading.

oil

I’'m pretty sure | have this complex pattern
figured out: If the price of oil drops, the
stock market drops. However, if the price
of oil goes up,

the stock

market goes

up... Is it

really that

easy?

(Cont’d on Page 2)
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(Why it did what it did

Cont’d from page 1)

It’s no coincidence that both stocks
and oil hit their low on February
11th, and have been gaining togeth-
er ever since. The markets have
been worried about the low price of
oil for months, so the strong recov-
ery was soothing to the markets.
But here’s an interesting question: If
oil keeps going up, will the markets
start to worry about high oil prices?
For pure entertainment value, it
would be fun to see the markets
panic over high oil prices merely
months after panicking over low oil
prices.

The Economy
Another key to the happy stock mar-

ket is the economy, which continues
to be solid. Employment is still the
star of the show as the US economy
added 250,000 jobs in February and
has averaged more than 200,000
jobs a month for more than two
years.

Consumers are also holding up fairly
well. According to Marketwatch, re-
tail sales are up nearly 5% over the
last 3 months. It’s good news that
consumers are spending, because
they are also saving more money
and paying down more debt.

—_—

But the best economic news is that
manufacturing is beginning to im-
prove. The Philadelphia Manufactur-
ing Index rose to its highest level in
a year, and the ISM manufacturing
index finally started to grow again.

Much of that improvement is
probably due to the dollar finally
falling after steadily rising for more
than a year (as the dollar falls,
American exports are more com-
petitive globally). Manufacturing
has been a weak link in our econo-
my over the last year or so. It’s
nice to see some improvement
there.

China

Not much has changed in China.
There’s been some good news and
some bad news, and their stock
market is still all over the place...
However, there was a least one
interesting piece of recent news.
The Chinese authorities an-
nounced their “growth goal” for
their economy will be 6.5%, which
is a very lofty goal for an economy
with so many problems.

DREAM BIG.
¥

Of course, people all over the
world chuckled at China’s bold an-
nouncement. Partly because they
don’t think China can possibly
grow at 6.5%, but also because
you just can’t trust what the
Chinese authorities say. In other
words, whether or not they actual-
ly grow at 6.5%, they’ll probably
say they grew at 6.5% no matter
what.

However, China announcing such a
lofty goal does communicate
something important: China is seri-
ous about continuing to grow. For
years, it appeared China was slow-
ing down their high-flying econo-
my for a “soft-landing.” But maybe

that was wrong — maybe China
wants to keep flying.

I've been arguing for years that
China still has plenty of ammuni-
tion to “stimulate” their economy.
They can lower rates, and throw
money at their problems in all
kinds of creative ways. Of course,
it’s easy to argue that all that stuff
is merely postponing China’s inevi-
table “crisis” —and | think that’s
probably true. But hey, at least
they’re postponing it.

So what should you make of all
this?

| think the markets will continue to
be rough. While the US economy is
solid, the global economy isn’t, and
there’s a lot of weird stuff going on
out there. Given all that, it makes
sense that the markets will be
rough. My plan for the future is to
bet on the opposite of what the
markets are doing. If the markets
are going up, I'll be thinking about
selling. If the markets are going
down, I'll be thinking about buying.
If the markets are flat, I'll be think-
ing about the mountains.




The link between jobs and “productivity”

For years, the most impressive part
of our economy has been employ-
ment. We’ve been adding jobs as if
the economy was booming. But this
ain’t no boom.

So what’s causing our ordinary
economy to produce an extra-
ordinary number of jobs? A big part
of it comes down to productivity,
which has been one of the weaker
parts of our economy in recent
years. A simple way to think about
productivity is to consider digging a
hole. If you dig with your hands, it

might take you all day. However, if
you use a shovel, it might only take
30 minutes. If you bring in an exca-

vator, it might only take 10 seconds.

That’s productivity: Through innova-

tion & investment, the same job
gets easier over time. It’s a major
way the economy improves our
lives. So, productivity is very im-
portant. But here’s what’s inter-

esting: Our weak productivity might

be the reason our job market is do-

ing so well. That’s because although

the economy isn’t booming, it’s still

growing, which means more
“holes” are being dug. And if you're
not improving the process in some
way, the only way to dig more
holes is to add more workers —
which is exactly what our American
businesses are doing.

| don’t have any wise conclusions
from all of this. | just think it’s inter-
esting, and shows us again what a
complex, interconnected web the
economy is.

Congress and the fiduciary standard — this one is SO easy

This is an article that first appeared in  what’s in your client’s best interest

this newsletter in June 2015. I’'m re-

every time. That seems like a reason-

I've explained this issue to every sin-
gle one of my clients, as well as a few

people who were unfortunate enough
to sit next to me on an airplane, but
it’s just not something that resonates
with people. The general public thinks
all financial advisors are the same —
and that isn’t right. It’s important for
me to get credit for being a savvy, so-
phisticated financial professional ca-
pable of highly complex computations
with just my fingers.

able standard to me. However, for the
vast majority of financial advisors, the
only standard they have to live up to
is to make “suitable” recommenda-
tions. That could mean recommend-
ing an investment with higher fees
and higher commissions, as long as
it’s suitable for the investor.

printing it because I’'ve been proven
wrong, which is great news: The
“fiduciary standard” is officially com-
ing for all financial advisors.

It’s fun and easy to be cynical about
Congress. Our lawmakers are comical-
ly useless when it comes to creating
smart laws, or dumb laws, or doing
pretty much anything at all. Some-
times it is incredibly obvious what the
right choice is, and yet Congress still

According to Marketwatch, approxi-
mately 80% of financial advisors are
not held to the fiduciary standard. Of

can’t get it right. The question of the  course, I'm
fiduciary standard is a perfect exam-  part of the It’s not fair!
ple. other 20% or
| probably
Here’s the issue: If you hire a financial wouldn’t be
advisor, is it too much to expect that  bringing it up.

they will put your interests first? The
fiduciary standard, to which attorneys
and doctors are held to, says to do

(Cont’d on Page 4)



(Congress and the fiduciary standard — this one is SO easy........................Cont’d from page 3)

There are a couple ways to solve this  want a hot stock tip or someone to age houses giving lots of money to the
problem. The first would be to hold all chat about investments with them. political campaigns of nearly every
advisors to the fiduciary standard. Which brings me to my favored solu- member of Congress. This is a perfect
That would require many advisorsto  tion to the problem: If you are held to example of why our political system is
dig much deeper into their client’s sit- the fiduciary standard, you can call so messed up right now. The world is
uation, and show more diligence in yourself a financial advisor. Everyone  changing rapidly, but the people with
researching investment options. Many else gets to call themselves a broker.  the money want to keep things exactly
advisors wouldn’t be up to that task, as they are now. That’s not a good
and maybe they shouldn’t have to be. [I’ll give you one guess as to why some- mix. Wouldn't it be nice if we lived in a
Not everyone needs a tall, handsome, thing so obvious and simple can’t get democracy built on votes rather than
savvy, sophisticated financial planner  passed by Congress. Here’s a hint: It money?

guy like me. Sometimes, clients just has something to do with huge broker-

Probably a Mountain or a Lake

It’s almost time for people like me
(who are terrified of avalanches)
to get back into the high country.

This photo is from the heart of
The Enchantments, just
outside Leavenworth.
| took this shot from the slopes of
Enchantment Peak.
The appropriately named lakes in the
shot are Inspiration and Perfection 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
eg Stere n vestmen t vlso r maintained and reviewed by the editors of the Wall Street Journal. The NASDAQ Composite Index is an unmanaged index of

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




