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All I Have to Say about Last Year’s Forecast…
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Because the Forecast was as Accurate as Wild Thing
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So Maybe You Think I’d Be Gone But Like Bob…
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So Hopefully I’ll Come Back Next Year And Say



So Hopefully I’ll Come Back Next Year And Say



But Just In Case, Just Remember…



I’m Better than a Weather Forecaster



General Thoughts
 Economy is one shock away from a recession
 What is that shock exactly? Hard to say

 Fed has maybe kind sorta stopped… but too late? 

While 5% Bonds were a great deal, now closer to fair value

 Tough to be very bullish on stocks this year
 Well at least 3,993 of them
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Way outperformed this year
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Why is the Economy Doing so Well?
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We Have Lots of Money for Clothes

Still higher than back in housing bubble
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And Why Do We Have so Much Money?
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Hovering at lowest since post WWII
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Why No Recession Yet?
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What Will Make the Economy Feel like Jackie?
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Most Obvious Answer…



Most Obvious Answer...



Fed Has Raised a Lot – Quickly…
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The Question is… 
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And Current CPI w/ 2% Shelter is…. 1.5%



And Current CPI w/ 2% Shelter is…. 1.5%



It’s All about Real Rates

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

Ja
n-

00
O

ct
-0

0
Ju

l-0
1

Ap
r-

02
Ja

n-
03

O
ct

-0
3

Ju
l-0

4
Ap

r-
05

Ja
n-

06
O

ct
-0

6
Ju

l-0
7

Ap
r-

08
Ja

n-
09

O
ct

-0
9

Ju
l-1

0
Ap

r-
11

Ja
n-

12
O

ct
-1

2
Ju

l-1
3

Ap
r-

14
Ja

n-
15

O
ct

-1
5

Ju
l-1

6
Ap

r-
17

Ja
n-

18
O

ct
-1

8
Ju

l-1
9

Ap
r-

20
Ja

n-
21

O
ct

-2
1

Ju
l-2

2
Ap

r-
23

Re
al

 R
at

es
 (F

ed
 F

un
ds

 m
in

us
 C

PI
) 2+% Real rates

2 years ago, so far behind



When Real Rates Are +, Motivated to be Like Hans
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Other Potential Shocks



Other Potential Shocks



Government Chaos



Government Chaos



Student Loan Repayment
 Approximately $1.8 trillion outstanding

 41mm borrowers, average payment $390/month
 Total $16 billion per month

 Consumer Spending Increase per month 2023: $110 billion

 Translation: Peanuts
 Doesn’t even count slow payment ramp
 Future loan forgiveness 
 Etc. 



Maybe …Gas Prices?
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And No It’s Not Your Imagination: CA Sucks
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My One Last Possibility…



Economy Summary
 Cycle is closer to end than beginning

 Fed will need to lower rates to keep real rates reasonable to avoid 
recession

 Ultimate question: What is the shock that pushes down output?

 Long-term: Are we going back to 2000-2020 or Pre-2000?



Lloyd Has Better Chance than Stock Pickers



Lloyd Has Better Chance than Stock Pickers



But You Know What Those Reddit People Are Saying
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The Seductive Six
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Large vs. Mid vs. Small
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Relative to Bonds… Depends
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Note Recent Move is All Real Rate Increases
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How the Housing Market is Doing?



How the Housing Market is Doing?



Housing Affordability

$50,000

$70,000

$90,000

$110,000

$130,000

$150,000

$170,000

19
88

19
90

19
91

19
93

19
94

19
96

19
97

19
98

20
00

20
01

20
03

20
04

20
05

20
07

20
08

20
10

20
11

20
13

20
14

20
15

20
17

20
18

20
20

20
21

20
22

20
23

 E
qu

iv
al

en
t I

nc
om

e 
N

ee
de

d 
to

 
Af

fo
rd

 A
vg

. H
ou

se
More unaffortable than Housing Bubble



Putting It All Together



Your Choice

OR



You Have to Choose
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If You Think This is 1970 Then…
 Sell all your long-term bonds

 Buy tons of short duration bonds

 Sell all of your stocks

 Real Estate will struggle

 Buy Commodities



If You Think This is 2000/7 Then…
 Add lots of long-term bonds

 Lock in real rates

 Sell all of your stocks

 Real Estate (probably) struggle

 Sell Commodities



Demographics Tell Us Its 2000/7
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But Just In Case I’m Wrong…



Conclusions
 Economy is still chugging along…

… eventually a shock will cause a recession

 Bonds look relatively more attractive here

Open question: Did COVID move us back in time…
 … or is this just a temporary response to temporary policy changes?
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