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200 Wilmot Rd., Deerfield, IL 60015 Over the past two days, management has now sourced names most severely punished in the coronavirus slump, including airlines, casinos and cruise line operators and hoteliers. The reading is that investors are willing to bet that when the coronavirus issue subsides,
there will be no holding back demand to leave the house and return to enjoy life. Stocks retreated on Tuesday, but losses, according to the standard of a wild first quarter, were tolerable. With the first quarter of 2020 now in the books, it's clear that this was the worst quarterly figure for the S-P 500 since
the global financial crisis. This is despite a 17% rally in the benchmark equity gauge over the previous seven days. The error occurred, please try again later. Thanks this article was sent to order a reprint print article of the supposedly sleazy Dow Jones Industrial Average has exceeded the performance of
the Nasdaq over the past one, three and five years and is only slightly behind the Nasdaq over the past 10 years. Bonds have beaten stocks over the past year and - surprisingly - have come out ahead of the Nasdaq in the past three years. Annual Earnings End 6/30/2001 Index Y-T-D (through 7/12) 1
year 3 year 5 years 10 years Dow Jones Industrials -2.85% 2.15% 7.19% 15.. 17% 16.47% Nasdaq Composite -15.98 -45.26 4.92 13.18 17.02 SDS 5 00 -8.49 -14.83 x 3.89 14.48 15.10 SPC 400 MidCap -1.90 8.87 14.28 18.54 N/A S-P 600 SmallCap 2.81 1 1.12 7.48 12. 54 N/A Lehman Aggregate Bond
Index 4.52 11.23 6.25 7.48 7.87 Sources: Bianco Research Error occurred, please Try again later. Thanks this article was sent for another week, another entry. The Standard and Poor's 500 index and the Dow Jones Industrial Average ended Friday at record highs, up 1.4 percent and 1 percent, while the
Nasdaq composite posted 2.6 percent for the week, its second-highest close in a week. And yet the ascent completely lacked anything approaching excitement. Most obviously, the most excessive financial statistics, the CBOE Volatility Index, or the VIX-volatility gauge of options S-P 500-has slunk back
into single digits. But a steady and eerily calm stock lift has any number of observers cautiously looking over their shoulders. First, the stock market has passed a long stretch, not approaching anything similar to a correction. Forget about the 10% drop, arbitrary definition for correction; It's been more than
a year since there has been so much like a 5% pullback in the S-P 500, according to Ryan Detrick, senior market strategist at LPL Financial. This is only the sixth time since 1950 that the NHS has gone 12 months without a 5% fall, and it is the longest period without such a small decline since 1995, he
adds. All this can leave investors unprepared for volatility. Smooth seas don't skilful skillful According to an old adage repeated by Brian Singer, head of dynamic distribution strategies and portfolio manager William Blair and Co. Investors, were lulled by recent calm and prepared for only minor risks.
There has been no major market event for some time, singer writes, since the third quarter of 2011, when the European debt crisis came to a head. Meanwhile, volatility has been smothered by easy money from central banks and regulatory policies - from Dodd-Frank rules to Basel III capital requirements
and European Union solvency rules - all of which, Singer said, reduce the frequency of loss-making events. Instead of making the financial system safer, he said, these efforts are similar to fences erected on the mountains to prevent avalanches that push back small roller coasters but increase the risk of
larger and more dangerous events. And that's what we are today. We created an environment - over a long period of time - when we have decreased the frequency of events of losses, accumulated risk of a major event and bias, which does not contain the wisdom of navigating any such event. Thus,
market volatility is low. At the same time, this environment increases the potential for major event losses, Singer concludes. Even the constantly bullish people at Evercore ISI are showing some strain, as evidenced by a report last week titled Creating Another Asset Bubble, a la 1990s. The decline in oil
prices this decade has led to lower interest rates, resulting in a nearly fourfold increase in price/income ratios by 50 times. And while the synchronous global interest rate hike continues, it comes from unprecedentedly low levels, Evercore continues. A sea of liquidity from central banks creates a tsunami
of ad deals to put that money to work. The Fed cannot get the inflation it wants in commodities, services and wages. But it gets asset price inflation, the firm concludes. However, the reason the Federal Reserve can wash away the inflation target may reflect more technology than monetary effects. The
Labor Department reported Friday that consumer prices have risen 1.6 percent over the past year, while core prices (excluding food and energy) rose 1.7 percent. That's below the Fed's 2 percent target, based on another measure, the personal consumption deflator. That goal may be too high, given the
disruptions of technology and globalization - forces that are, at any rate, strengthened, writes Michael Gregory, deputy chief economist at BMO Capital Markets. In particular, he refers to the Amazon.com (ticker: AMN) proposed a takeover of Whole Foods Market (WFM), whose disinflationary effect was
discussed at length here when the deal was announced Is the Federal Reserve living in the real world? June 17). If central banks stop trying to price inflation, in the broader case they will not feed asset inflation. You can't swing a cat without bumping into some scientist thinking they've shown great truth by
writing about the lull before the storm, writes Harley Bassman, a longtime derivative of the writing on his blog, Convexity Maven. He is concerned about the risks embedded in portfolio structures, which, based on standard theory, appear to be low-risk financial sophistication. (Check the blog for an indepth explanation.) The current environment of low volatility can hide the risk as avalanche barriers, especially if central banks figure out that they are feeding asset inflation on Wall Street without raising inflation on the high street. BY NOW, IT SHOULD BE OBVIOUS that there are no coincidences,
especially in Washington these days. Shortly before Fed Chair Janet Yellen was scheduled to begin two days of two-year congressional testimony on the economy last week, Politico ran the story that Gary Cohn, director of the National Economic Council, would choose President Donald Trump as Fed
head if he wanted the job. This story was almost certainly planted so that The Ellen Inquisitors could ask her about serving another term. If nothing else, he provided an intellectual question to break up others, such as the one posed by one blithering idiot congressman (though, as Mark Twain pointed out,
that description is redundant): Does the Fed take into account rising government debt in its deliberations? Yellen duly expressed her concern about the ever-increasing number, not to mention the fact that it was the work of this numbskull and his House colleagues and members of the Senate, whose job it
is to oversee spending and taxation. In any case, the play in the living room about who might become the next head of the Fed when Yellen's term ends next February has begun. Right now, it's reminiscent of the race of characters representing the famous presidents featured during the fourth inning of the
Washington Nationals game. According to a Wall Street Journal poll conducted by 63 economists, Yellen actually leads, albeit barely, with 20.8% of economists surveyed. Cohn came in second with a 13.7 percent chance. Cohn heads to the White House in search of the next Fed chief, which recalls Dick
Cheney's efforts to find a vice president running aide to George W. Bush and discovering that the ideal candidate was none other than Dick Cheney. Cohn, of course, was a former president of Goldman Sachs Group (GS), which would put him in a good position with other central bank governors, notably
The European Central Bank's Mario Draghi and Bank of England's Mark Carney, both of whom worked at Goldman. Goldman honchos tended to be as treasury secretaries, as did Robert Rubin under Bill Clinton and Henry under Bush 43. As head of the Fed, Cohn will be the first Fed chair without a
diploma in the since the days of William Miller, the hapless Fed Chairman Jimmy Carter for all 17 months, until Paul Volcker came to the rescue to defeat inflation and make the dollar again worthy of respect. But Cohn won't be the first financier to head the central bank. William McChesney Martin, who
was Fed chairman from 1951 to 1970, was named the Miracle Boy of Wall Street and was the first paid president of the New York Stock Exchange before moving to Washington as assistant treasury secretary before taking the reins of the central bank. The Fed chair, where the economy meets policy, is
not always accurate. Martin was known for his description of the Fed's work, which included taking away the bump of the bowl when the party started. His tenure is now seen as a golden era for the U.S. economy, a combination of strong postwar growth with subdued inflation that has lifted the standard of
living of the average American. That, however, has sometimes led to clashes with the White House, notably Lyndon Johnson, who opposed the Fed's interest rate hike, which would have complicated its policy on guns and oil in the mid-1960s. Richard Nixon wanted his own Fed chairman and installed
Arthur Burns, a widely respected economist who warned Nixon in the run-up to the 1960 presidential race that tight monetary and fiscal policies would hurt the economy and its chances against John F. Kennedy. Once in the White House, Nixon wanted a loyalist at the central bank and appointed Burns
after Martin's term ended. The result: the end of the Bretton Woods system of maintaining a stable dollar, the rapid growth of money, the jump in oil prices and the introduction of a new concept - stagflation, which would characterize the 1970s. Volcker, like Martin, eventually proved to be a nettle in his
independence, so Ronald Reagan appointed Alan Greenspan as Fed chairman in 1987. George H.W. Bush will blame his Fed policies for his re-election defeat in 1992. Greenspan got along well with the subsequent occupants of the White House. At Bill Clinton's first address to Congress in 1993,
Greenspan sat prominently next to Hillary. And by the time Dubya succeeded Clinton, Greenspan was hailed as a maestro, that is, until the housing bubble inflated at the end of his term exploded on Ben Bernanke's watch. This story shows that a politically malleable Fed chair doesn't always offer the
perfect policy. Extremely independents such as Martin and especially Volker have done better. As for Cohn, not knowing what he thinks, it seems that he went to Washington to be, as the song from Hamilton goes, in the room where it happens. It would be in the White House, perhaps as chief of staff, or
another post where he might policies of the Trump administration. Trump has also declared himself a fan of low interest rates, and Yellen, hiking rates from near zero, doesn't seem to to them. And he seems to have a few things on his plate besides who runs the Fed. Correction: A previous version of this
story said Cohn would be the first Fed chair without a doctorate in economics with G. William Miller. Paul Volker holds a master's degree in economics. Email:randall.forsyth@barrons.com as Barron on Facebook Follow Barron on Twitter our origins 4th edition pdf free download
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