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A Tidal Wave of Liquidity!

Financial Markets

United States equity markets continued to advance this week. The Federal Reserve sent a powerful message
two weeks ago when it lowered rates by 50 basis points. Investors interpreted the move to mean the Fed is on a
clear easing path and will not hesitate to cut rates more significantly if needed. We will have more to say about
global easing trends in the economics section.

Equity markets briefly reached all-time highs this past week but reversed course slightly on Friday.

Total Return (%)
Index Prior Week Year-to-Date 1-Year
S&P 500 0.64 21.55 36.22
S&P 500 Equal Weighted 1.26 14.98 29.17
Dow Jones Industrial Average 0.59 12.27 26.12
MASDAQ Composite 0.96 21.37 39.45

An interesting thing for investors to watch for is a rotation out of tech-oriented stocks towards consumer-related
companies in anticipation of liquidity-driven consumer spending.

Total Return (%)
S&P 500 Sector Prior Week
Materials 3.39
Consumer Discretionary 1.75
Industrials 1.57
Information Technology 1.13
Utilities 1.09
Communication Services 1.02
Consumer Staples 0.17
Real Estate -0.18
Financials -0.53
Energy -0.83
Health Care -1.11
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Economics

Global markets are suddenly awash with liquidity. The Federal Reserve cut rates by 50 basis points, and, as
has been widely publicized, China has ramped up its stimulus to escape the jaws of a severe economic
downturn. The Bank of England, European Central Bank, and other central banks worldwide have enacted
interest rate cuts. This liquidity injection should give global economies a significant economic boost—all except
China. China’s problem is more profound than liquidity. It is structural and much more challenging to solve.
We have written about China quite a lot and have not changed our opinion. China is not a quick fix, and it will
take time. The solution will involve structural changes requiring political will, but is the political will there?

Most of China’s problems are structural and not monetary. It started after Mao’s death and his disastrous reign.
China decided to enter the global economy but only did so halfway. They have built a model with weak
household consumption and a strong dependence on debt-financed investment. Ultimately, China has had to
sell below cost in many cases and undercut international competitors, but it can only do so for so long. Besides
credit repair and monetary policy adjustments, China must stimulate domestic demand. Significant fiscal
policy may not be in the cards because it would implicitly drain some power from the Chinese Communist Party.
It may seem to some as if we are fixated on China, and in a way, we are. China is a vast country and an
important participant in the global economy, for better or worse.

For some time, economists who follow the global economy have noticed an interesting phenomenon. Although
productivity has increased from cycle to cycle, the rate of increase has steadily slowed. Although productivity
gains are vital in any economy, this has not been a largely poleaxed fact. The International Monetary Fund
(IMF) has taken up the cudgel. We thought we would discuss this topic in greater depth for the next few weeks.
The reacceleration of productivity is vital for all—from the most backward-facing nations to the most advanced.
One of the concepts we will focus on is Total Factor Productivity. We briefly touched on this topic a few weeks
ago but will spend more time on it next week.

Conclusion

We wrote earlier that the developed economic world is awash with liquidity. This should keep all but China’s
economies faring well. By this logic, financial markets should also continue to advance. Although global
economies are improving , the U.S. still appears to be in the best position. Next week, we will discuss Total
Factor Productivity and its potential opportunities.

Yield Curve

Interest Rates for U.S. Treasury Securities by Maturity Date
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. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will
materialize.

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved.

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources
believed to be reliable, but not guaranteed.

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.
1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD
21202. ©2024, 1919 Investment Counsel, LLC. MM-00001340.

Il. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the
factors listed here as appropriate for the strategy’s objectives.

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.

lll. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio
shown here.

Michael Olin Clark. Sr. Advisor Ryan Schutte, CFA, CFP°, VP, Sr. Investment Associate Abigail McKenna, Portfolio Administrator
moclark@1919ic.com rschutte@1919ic.com amckenna@1919ic.com

Please visit us at 1919ic.com Follow us m @


mailto:moclark@1919ic.com
mailto:rschutte@1919ic.com
mailto:amckenna@1919ic.com
https://www.linkedin.com/company/1919investmentcounsel/
https://www.instagram.com/1919_investment_counsel/
https://1919ic.com/

	Slide Number 1
	Weekly Market Insights
	Slide Number 3

