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QE is dead. Long live QE.

As the week opened, the single thing on which nearly all market pundits agreed was that the Fed would announce
the end to its bond-buying program, known as QE3, at the conclusion of its Open Market Committee meeting on
Wednesday. Sure enough, the Fed did just that. But QE was far from done for the week. As we on the Atlantic
Seaboard slept on Thursday night, another stimulus story was playing out far across the Pacific. Bank of Japan
Governor Haruhiko Kuroda, in an announcement that caught analysts by surprise, raised the annual target
monetary base in his country by ¥80 trillion (5720 billion), about 33% higher than the previous target increase.

Not to be left out, the Eurozone today is contemplating the latest set of sub-1% inflation data in advance of next
week’s European Central Bank meeting. Expectations continue to grow that a more full-throttle stimulus program
will be needed to deal with the Continent’s ongoing economic woes. In short, QE in its various forms and
manifestations is going to be with the world for some time to come, even as the Fed (for now) hangs up its cleats.

A Tale of Two Economies

It seems simplistic to divide the world into two economies. China is nothing like Europe which is nothing like
Australia or Japan. But increasingly it does seem like there is US and ROW: the United States and the Rest of the
World. Here at home things are more or less fine, thank you very much. On the heels of the Fed’s QE-ending
announcement came word that U.S. GDP grew by 3.5% in the 3" quarter, above the 3.0% consensus estimate. We
are set to see out 2014 with unemployment below 6%, growth above the forecast long term average, and sub-2%
inflation that gives the Fed plenty of maneuvering room in how and when to deal with interest rates next year. In
this context it is not hard to ascribe the stock market’s recent pullback to a technically-driven flash in the pan.

By contrast, GDP growth has been contracting in Japan this year. Europe is on the edge of deflation. China still
posts growth numbers Europeans could only dream about, but it, too, is below-trend. Australia’s commodity-
intensive economy is marking time. Brazil is struggling to hit 3% growth targets. And so what we are seeing is
policy divergence. The U.S. is carefully moving away from stimulus, while other markets face the need to keep the
monetary taps flowing. The Bank of Japan’s latest surprise announcement is unlikely to be the last QE salvo.

Arigato (Thank You), Kuroda-san

There is more to the Japanese announcement than the new monetary base target. The Government Pension
Investment Fund of Japan is the world’s largest institutional investor, with over $1.2 trillion in assets under
management. A Reuters report this morning indicates that GPIF plans to reallocate its target allocation weight for
equities from 12% to 25%, amounting to potentially $150 billion of new demand for Japanese and global shares.
The Nikkei stock index jumped 4.8% overnight, and world markets are giddy as we close out October.

Markets generally like stimulus, at least in the short term. A favorable outlook for the holiday season here at home
along with stimulus abroad could facilitate a nice tailwind as we see out the year. But there are a great number of
X-factors at play that we believe are likely to make for very interesting times in 2015.
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Investment Advisory Services offered through MV Capital Management, Inc., a Registered Investment Advisor. MV Financial
Group, Inc. and MV Capital Management, Inc. are independently owned and operated.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management,
Inc.), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal
any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in
this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management,
Inc. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her
individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital
Management, Inc. is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should
be construed as legal or accounting advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement
discussing our advisory services and fees is available for review upon request.
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