
Special points of 

interest: 

 GDP growth in the first 

quarter has been 

revised downward to a 

-2.9 percent. level. 

 That’s the worst GDP 

number since the 

darkest days of the 

financial crisis. 

 Volatility remains 

exceptionally low. 

 Caution is still advised. 

As a matter of economic (Fed) policy (and in the words of Tomáš Sedláček), we keep shorting stability to try to buy growth. 

Why do we tend to assume that growth is (or at least should be) constant? It is simply unsustainable to believe that growth must 

be constant. Moreover, a lack of growth shouldn’t lead to collapse. Fiscal policy is a trick, pretending there is demand when 

there is none. Monetary policy is also a trick, pretending there is liquidity when there is none. Yet we keep pretending (or at 

least hoping) that the Fed’s new clothes are indeed lovely.  

 

This week’s Q1 GDP revision clocked in 

at -2.9 percent. Cold winter or no, it 

was the worst GDP number posted 

since the ugly days of Q1 2009. In fact, it 

was the fourth worst quarterly GDP 

shrinkage since Ronald Reagan declared 

it was morning again in American 30 
years ago. In other words, 116 of the 

120 quarterly GDP prints since that time 

have been better. Despite “fear not” 

articles all over the traditional media, I 

am surely concerned, if not quite afraid.  

 

There’s not a lot of reason to expect GDP to return to the allegedly “normal” 3 percent growth rate anytime soon. In fact, given 

the trend since the turn of the century (shown above), there’s little reason to think 3 percent growth is anything like “normal.” 

So the general refrain remains unchanged. Like the warning given by an ominous and disembodied voice before a television show 

that might be offensive: “Caution is advised. “ 
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Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 6.80% 32.21% 15.84% 7.73% 

US Stocks (small)(IJS) 3.28% 39.72% 18.10% 9.41% 

Ex-US Stocks (dev)(EFA) 1.81% 22.62% 17.22% 6.51% 

Ex-US Stocks (EME)(EEM) 3.72% -3.14% 17.32% 11.18% 

US Bonds (AGG) 1.77% -2.15% 4.04% 4.25% 

Global Bonds (FWDB) 3.17% -1.94% 7.83% N/A 

US Bonds (HY)(HYG) 5.04% 5.90% 13.83% 5.00%* 

US REIT (IYR) 16.18% 1.05% 18.36% 8.08% 

Ex-US REIT (IFGL) 6.18% 5.29% 37.32% 7.34%* 

Gold (IAU) 9.16% -27.94% 8.37% 13.17%* 

Commodities (GSC) 2.54% -1.93% -1.73% 5.73%* 

* Data unavailable; standard benchmark substituted 

http://rpseawright.wordpress.com/2014/05/06/cfa-conference-tomas-sedlacek/
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm
http://blogs.wsj.com/economics/2014/06/25/economists-react-to-2-9-q1-gdp-revision-different-shades-of-nasty/
http://rpseawright.wordpress.com/


“Experience of economic history is always experi-

ence of complex phenomena. It can never convey 

knowledge of the kind the experimenter abstracts 

from a laboratory experiment.” 
 

Ludwig von Mises (Human Action) 

The following recent articles are well 

worth your time. 

 Financial Advice: A Top Ten List (Above the Market) 

 When Correlations Lie (Bloomberg View) 

 Why you need long-term care insurance and tips on 

buying it (The Los Angeles Times) 

 5 years after the Great Recession: Where are we now? 

(The Los Angeles Times) 

 Your taxes are going up. You just don’t know it yet (The 

Washington Post) 

Chart Courtesy: Fidelity 

http://mises.org/daily/3068
https://rpseawright.wordpress.com/2013/06/04/financial-advice-a-top-ten-list/
http://www.bloombergview.com/articles/2014-06-27/when-correlations-lie
http://www.latimes.com/business/la-fi-healthcare-watch-20140622-story.html#page=1
http://www.latimes.com/business/la-fi-healthcare-watch-20140622-story.html#page=1
http://www.latimes.com/business/la-fi-recession-economy-20140622-story.html#page=1
http://www.washingtonpost.com/blogs/wonkblog/wp/2014/06/24/your-taxes-are-going-up-you-just-dont-know-it-yet/
https://www.fidelity.com/viewpoints/personal-finance/why-you-need-stocks
http://rpseawright.wordpress.com/

