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Are Equity Markets in a Secular Bull?

Term of the Month The question continues to come up in our conversations with other fund managers a
ZIRP savvy investors. The equity markets have run nearly 70% higher in a very short amount of time f
s : lowing the worst crises in our generations memory, but are we seeing a new secular bull market?
CA OZeJronIr:terre;t gzte PCO"E::);bty | p Inorder to answer that oiue/stion intelligently, we can not look solely at recent performanc
ZIRP is most recognizably em But mstfead need to [0Sk atetﬂe brg_ macro plctnre. Where have we been in the last decade, _wherr
ployed in Japan and most recerfly’V€ today and are there any historical comparisons we can look at to get a better_ perspective? F
implemented by the United Stat¢secall that the current bust was the second major bust in a decade and that the major secular bull
ket in our generation occurred in the late 1980s and throughout the 1990s. The naugh29(2000
with an economy exhibiting sio were one of the worst'decades in US equity market performance hi_story. Second, reca]l .that the «
growth with very low interest rate s rent rally has been driven by unprecedented government intervention and su_pport. Trillions of t:
Many economists believe monethrpayer dollars have been pledged to bailout insolvent banks, support housing, support-the a
policy become ineffective undef Industry, create a Recovery Act of America all in an attempt to save the financial system and ke
ZIRP. markets aflod or in another sense, to instill confidence among American citizens.

Today we are analyzing what the 70% rally in equity markets means for the future. At tt

Typically, this policy coincides

start of the last secular bull, which we will define as the year 1982, there were many data poi
which were discouraging. Markets had already been disappointing investors for years, the Fed Funds rate was near-fi8# (an :
high), global trade barriers were high, regulation was

heavy and investor sentiment was extremely beafish

among ot her things. I n |[todaydés worl d, we have seen
equity markets make tremendous gains in the 90s|be-

fore being hammered by the tech bubble and agaip in

2007-08. Fed rates are as low as they can possibly|go,

interest rates are historically low, sentiment is very

bullish and the labor force is shrinking. There are many

things to be concerned about; however, equity markets

are pricing in one of the strongest recoveries yet tq be

seen.

With permission from Gluskin Sheff ang
Haver Analytics, we have provided the table to the
right, which shows some comparisons between 182
and 2009. As you will be able to tell while reading the
table, not many of these comparisons support a pew
secular bull market in the short run. Our major cgn-
cerns are the unemployment rate including the ading
population, the ZIRP policy and the overhanging debt
burden. The market pundits and main stream mddia
would lead you to believe a new secular bull is in pfo-
gress; however, looking at this table should show czluse
for concern. The immediate future shows fundameiftal
challenges, yet we will not know the consequenceg of
how these challenges will affect the future until many
months from now.
Source: Gluskin Sheff, Haver Analyti¢s
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