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All things come to an end — good, bad and otherwise. As this will be our last market commentary for 2019
it seems appropriate to think back on the events that gave shape to the year in asset markets. Our word
for the year is “pivot,” defined as “when a central bank plans to do one thing, then turns around abruptly
and does the complete opposite instead.” The Fed pivot in January gave shape to what has resulted in the
second-best performance for US large cap stocks this decade (with a decent chance of claiming the
number-one spot from 2013, depending on how things go over the final two and one-half trading days).

Turn the Beat Around

The S&P 500 performance in 2019 is a bit less stellar in comparison to that banner year of 2013 when you
consider where the year started: just days away from a near-bear market reached on December 24, 2018.
The market’s strong bounce back in January was in part a trough recovery (by comparison, stocks had
finished out 2012 with decent gains in the mid-teens before going onto that record-breaking performance
in 2013). But it was arguably the magnitude of that December 2018 correction that pushed the Fed to
abruptly reverse course in January, call off any future rate hikes and set expectations for a return to
monetary easing. The Fed put was back — if in fact it had ever gone away.

From Rarity to Mainstream

The Fed was not alone in its renewed embrace of dovishness. The European Central Bank, worried that
low growth in the Eurozone was edging closer and closer to negative growth, returned to its bond-buying
ways as well. It gradually dawned on investors that monetary policy tools once seen as unconventional,
to be used only in extreme circumstances, were in fact the new normal. A mindset took hold that weak
organic growth, low productivity and never-ending cascades of easy money were now a permanent
feature of the global economic landscape.

Be Careful What You Wish For

While the Fed’s initial reversal was met by investors with the expected exuberance, the good feelings
started to run out in late spring with the first of several sizable market reversals. The flip side to
“permanent easy money” is “chronic stagnant growth.” As spring turned to summer, it seemed at times
as if the market was trying to talk itself into recession. Investors headed for the safe, but ultra-expensive
terrain of high quality bonds. By midsummer over $17 trillion worth of bonds globally traded with negative
yields. Stock markets experienced another mini-correction of around five percent. Market chatter turned
to thinking the unthinkable: the idea that monetary policy might not be enough to keep the world afloat.

Risks Known and Unknown

A shaky start to October called to mind the ghouls and goblins of fall 2018, but all that dissipated with yet
another apparent cease-fire in the weird soap opera that is the US-China trade war. A vague yet
comforting proposal for a “phase one” deal seemed within reach, and that summarily took what the
market viewed as the biggest known risk factor off the table, at least for the time being. At the same time,
macro data releases almost all pointed to the conclusion that the earlier fears of imminent recession were
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truly overblown. Jobs, inflation, real GDP growth and other key metrics kept showing the same thing they
have been showing for a long time. Finally, the Q3 earnings season that got under way in October, while
not particularly impressive (earnings growth is set to be slightly negative for the full year) seemed to the
consensus wisdom to be a bit better than expected.

These three drivers — trade war cease-fire, more or less healthy economy and better than expected
earnings — fed into a positive momentum trend that gained strength over the last two months of the year
(which we suggested was a likely outcome in a commentary in early November). FOMO — fear of missing
out —is particularly viral in the closing weeks of a holiday market rally.

It's easy to be complacent in an environment of steady daily price appreciation and accompanying low
levels of volatility. Certainly a welcome change from last year’s frenetic December. But when things
change, they often change rapidly. Easy money is not a free lunch. We got a taste of that back in
September with that hiccup in the overnight repo market. Corporate balance sheets are loaded up with
lots and lots of debt raised during this extended period of historically low interest rates. There are plenty
of reasons to not be complacent as the old year gives way to the new.

May you and your loved ones have the happiest of holidays and a healthy start to the new year. See you
next decade!

Masood Vojdani Katrina Lamb, CFA
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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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