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NOTE
Slides Are for discussion and educational purposes ONLY!
Do not Trade from Any of these Charts.

Gordon T Long is not giving investment advise nor should be
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Always consult a professional investment advisor before
making any investment decisions.
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found on the first and last frames of this video
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The US is likely entering another extended period of poor returns
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"US investors have enjoyed historic beta for a dozen years.
A 60:40 equity/bond portfolio generated a 102% annual average return
between March 2009 and January 2022.

There have been four Beta Droughts since 1900: extended periods of little or
no beta return.

» Three of the four historical beta droughts —in the 1910s, 1940s and 1970s — were
caused by rising inflation, typically decade-average CPI inflation of over 5%.

» Those three inflation episodes were associated with WW1, WW2, and the 1970s
oil shocks.

The US may now be entering another beta drought. US returns are at now risk
from both the prospect of higher inflation, AND the headwind to returns from
high starting-point valuations.”



The US is likely entering another extended period of poor returns
60:40 EQUITY-BOND TOTAL REAL RETURN INDEX
512 4 TOTAL REAL RETURN ON GO/40 EQUITY-BOND

256 PORTFOLIO. EQUITY IS SAPS00. BOND 1S
L10YRUS TREASURY. DEFLATED BY US CPL.

128
64
32

16

=g
3
w
o
=,
>
us
o
=

10 20

Source: Gaeard Mnack, Donrnunder Daily




A 7.5% YIELD

2005 2016 NOW

‘Just a year ago, the U.S. 2-year treasury notes were yielding 25
basis points. And today, they're earning 4%, corporate bonds are
Bonds over 5% and high yield is above 9%. So let me give you a little helpful
50% 15% 85% context. If we go back in 1995, to get a 7.5% yield, which is what
o o o many institutions were looking for, a portfolio could be in 100%
bonds. If you fast forward 10 years, in 2005, it had to be 50% bonds,
40% equities, and 10% alternatives. Then move another 10 years.

EqUIerS And in 2016, you needed only 15% bonds, 60% equities and 25%
40% 60% 15% alternatives. This describes the growth of several markets. Now
today, to get that same 7.5% vyield, a portfolio could be in 85% bonds
and then 15% equities and alternatives.”

Alternatives
rry Fin
10% 25% \ g’ 31.,1?,:,,—,:‘9. CEO BlackRock

Q3 2022 Earnings Call




Real S&P 500 Index Corrections From Peak Valuations
(Robert Shiller Real Price Data)
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Real Total Return $1000 Rolling 10-Year Returns

25%
20.50%

-
w
F 4

E

-
r

:
3
i
g
i

¥

£2%%
1905 1951 1917 1923 1929 1935 181 1547 1955 1959 1965 1971 1977 1983 1989 1995 2001 2007 2013 2019
e Rolling 10-Yaar Real Totad Returns Of S1000 bvestment Valuation (CAPL-10)




Forward 10-Year Real Returns

9%

3

w
*

:
:
E

3




21% of S&P 500 returns since 2011 are driven by P/E expansion growth
Deconposition of S&P 500 total returns

Retym, percentage points

®  P/E mutiple (buyback adjusted)

% Earnings per share (buyback adjusted)
*®  Divdends

* Buybacks

" 13 15
Pavilion Global Markets (dats via Bloonmber)
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Growth of $1: Dividend Payers vs. Non-Dividend Payers

Borrowing Money to Pay Dividends?
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Figure 5. Real growth indicators for S&P 500 nonfinancial firms

The reduction in interest
and tax expenses is
responsible for a full one-
third of all profit growth
over the prior two-
decade period. That
boost to corporate profits
is unlikely to continue,
indicating notably lower
stock returns in the
future.’
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Note. Aggregate values for S&P 500 nonfinancial firms.
Source: Compustat; S&P Dow Jones Indices.

Accessibie version

. The coming long-run slowdown in corporate profit growth and stock returns


federalreserve.gov/econres/notes/feds-notes/the-coming-long-run-slowdown-in-corporate-profit-growth-and-stock-returns-20220906.html
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Hussman Strategic Advisors

Data: Standard & Poors, Robert Shiller, Federal Reserve 12-year periods endingat
2000 and 2022 bubble extremes

|

9/23/22

Estimated 12-year S&P 500 nominal annual total return:
Before 1950: 0.4057-0.1126%In(Hussman margin-adjusted P/E)

Estimated 12-year annual Treasury bond return:

0.9*current 10y Thond yield + 0.1*current 30y Thond yield

Estimated 12-year annual Treasury bill return:

0.63*current T-bill yield + 0.013

Some pre-war data imputed based on estimated relationship with other observable data series.

-1,0%
F TS FFF LTSS FF LTS LT LTS5

—Estimated 12-year annual nominal total return on conventional 60/30/10 mix of S&P 500, Treasury bonds, and T-bills

—Actual subsequent 12-year nominal annual total return on conventional portfolio mix




JOHN HUSSMAN STUDIES (HUSSMANFUNDS.COM)

Estimating Downside Market Risk October 16, 2022
Now Comes the Hard Part September 25, 2022

The Structural Drivers of Investment Returns August 15, 2022
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TRANSMISSION MECHANISM FRACTURING
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Where Does The Money Come From To Fund The Debt?
Source Of Funding, % Breakdown from 1966 to 2021
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Nonfarm Productivity
Year-over-Year Percert Change, Four-Quarter Maving Average
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S&P 500 .|

NOTE

The developed countries’ central banks and their mostly
incompetent political leaders (who specialize in kicking
the can down the road) have set the table for the
inevyitable, crazy policy response to the apparently-
impending recession. That response may well launch a
truly devastating inflationary economic crisis.

The QE balances simply cannot be unwound, and the
policy response to the recession will take the $30 trillion
balance to what? $50 trillion? $75 trillion? $100 trillion?

What force is going to stop this mad expansion other
than a global credit collapse?

These look like wild assertions, but they sure look like
irresistible conclusions to us. Just don’t forget that
markets can ignore irresistible conclusions for a very
long time, so we do not recommend holding your
breath.

[ COVID-19 GLOBAL SHOCK ]

[CYCLE TIMING LOW]
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A REDUCED US STANDARD OF LIVING

Household Net Worth as a Percentage of
Disposable Personal Income
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Equities vs. Commodities
S&P GSCI Total Return CME/ S&P 500 Index 0.92
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ADMINISTRATIONS CHANGE — BUT THE PRINTING NEVER DOES ....

DON'T WORRY, THEY WILL PRINT THE MONEY!
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WE WELCOME YOUR COMMENTS!

WE READ ALL COMMENTS FOR
FEEDBACK THAT WILL IMPROVE OUR
RESEARCH ANALYSIS

WORLD CLASS MINDS FOLLOW THIS
CHANNEL & WE VALUE HEARING
FROM YOU!

IT IS THE ONLY PAYMENT WE ACCEPT
FOR POSTING THIS FREE YOUTUBE
CONITENT



