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Not Much to See Here...

Last week was another example of why we don’t ascribe too much emphasis on the day-to-day
movements of the markets. While the ISM numbers were bad and certainly the job numbers are
slowing, we are not seeing a complete ‘falling off the cliff’ economy, yet. We did see the FED
funds futures reprice for this month. Prior to last week there was a small chance that the FED
would lower short term interest rates. If we look at the projections now, we can see almost a 75%
chance of a 0.25% rate cut at the end of the month.
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The chart below shows that the market is now expecting at least one cut before the end of the
year. The FED keeps saying they are data dependent. At this moment, there doesn’'t seem to be
a huge need to lower rates substantially, but that could change over time. One thing that is really
important, there can be a recession caused by consumers expecting a recession (self-fulfilling
feedback loop). That is what’s so interesting about this time period - many are and have been
expecting not only a “bear” market, but also a recession, because this expansion has gone on for
a record period.
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Probability of a Rate Hike or Cut by 2019-12-16
From the midpoint of the current target range: 187.5 basis points
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Keep in mind that economic expansion doesn’t “die of old age” (even humans technically don'’t...
despite that term being used so often), it usually dies because money becomes too restrictive
(rates being raised too much). That causes spending to slow, which in turn slows the economy
at the same time the FED is raising rates. We had that at the end of last year and we were vocal
about saying the last FED rate increase was not needed, nor was the continued reduction of
the FED balance sheet. Fast forward to now, and you can see that not only have they stopped
reducing their balance sheet, but they have actually started to increase it.
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Now, you know as well as | do that the increase in their balance sheet means that they are
borrowing more money. We ultimately don’t like that activity and also think that there is likely
more of that coming over the next couple years. Eventually, someone will have to pay back that
debt or the FED will monetize the debt and purposely devalue the dollar (that brings with it a
set of implications well beyond the scope of this week’s missive).
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Finally, in the chart below, you can see that the market shrugged off the bad numbers in the
beginning of the week and finished little changed for the period. You can also see that our
Relative Strength, MACD and Oscillator numbers are all in the middle of their bands. That just
means that things are evenly balanced in the markets. That also means that movements can be
exaggerated because a lot of money can move the markets in either direction at this time.

$SPX S&P 500 Large Cap Index INDX

7-06t2019 12:50pm Open 2944.23 High 2955530 Low 293568 Last 295260 Volume 562.1M Chg +0.63 (+0.02%) &

CYE (Waeldy) 2952.69
—MA(5D) 262

—Ma(200) 2512 as

hifolime 562,115,392

JoJ
MRSI(14) 53.96

@StockChartscom

v % Wﬂ‘ﬂﬁ?

- G

=MACD(12,26,9) 33,014, 37,341, -4, 927

— Slow STO 9%K(14) %D(3) 64.79, 72.03

Nothing exciting here
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That's probably enough for today, we continue to be vigilant and should it become necessary to
make changes prior to our traditional month end, we of course will. We still remain cautiously

optimistic.

DISCLAIMER

The enclosed commentary and analysis represent the personal and subjective views of Madison Park Capital Advisors ("MPCA”"), and are

subject to change at any time without notice. The information provided is obtained from sources which MPCA believes to be reliable. However,
MPCA has not independently verified or otherwise investigated all such information. MPCA does not guarantee the accuracy or completeness
of any such information. This publication is not a solicitation or offer to buy or sell any securities.

All investing is subject to risk, including possible loss of principal. Diversification does not ensure a profit or protect against a loss. There is no
guarantee that any particular asset allocation or mix of funds will meet your investment objectives or provide you with a given level of income.
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