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2020 SnapShOtS Despite recently exiting its third “mini-recession” since the

Global Financial Crisis ("GFC"), the U.S. economy received its
highest ratings in almost two decades in a December CNN/
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in proprietary research which helps us decipher real limbed vl Chart 2
economic and market data apart from the sensationalist climbed impressively in recent years (Chart 2).
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Although the U.S. economic expansion is the longest on s
record, its moderate pace has produced significantly lower
cumulative GDP versus the cycles in the 1980s and 1990s; 0
we've taken longer to not get as far. Since economic cycles 30 1
don't have an expiration date and the Federal Reserve is 20 4
committed to easy money for the foreseeable future, this 10
cycle may have more longevity than some expect (Chart 1). 0
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CHART 1
U.S. Real GDP, start of cycle = 100 The high ratings are likely due to the “Misery Index” (inflation
plus unemployment rate) being at the lowest level since
148
s Eisenhower was President (Chart 3).
138
133 CHART 3
128 present u.s. Misery Index (%)
123 (Inflation Plus Unemployment Rate)
2007
18 25
n3 20
108 1982 - 1990
1991-2001 E

103 2001-2007 10
98 2009- present s 56
Source: Evercore ISI 0

‘48 '53 '58 '63 ‘68 ‘73 '78 '88 '83 '93 ‘98 '03 ‘08 13 18

Source: Strategas Research Group

3000 SAND HILL ROAD, BLDG 1- SUITE 135 JEFF BERRY NANCY TUCK KEVIN CONNELL MATT BENNITT
MENLO PARK, CA 94025 JEFF@LYELLWEALTH.COM NANCY@LYELLWEALTH.COM KEVIN@LYELLWEALTH.COM  MATT@LYELLWEALTH.COM

LYELLWEALTH.COM | (650) 353-3692 TODD SHIMADA KATHERINE HILL ANNA WONG
INFO@LYELLWEALTH.COM TODD@LYELLWEALTH.COM KATHERINE@LYELLWEALTH.COM ANNA@LYELLWEALTH.COM

This is not a solicitation or offer of services or products, and not an offer to sell or trade securities or other investment products. Material is for information and educational purposes only.




The strong employment environment continues to pull workers
into the labor market as indicated by an increasing participation
rate (Chart 4).
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observations) where the annual total return was in positive single-
digits between 0%-10%. An investor rarely earns the “average”
return in any given year and will experience volatility along the
way to the long-term annualized return (Chart 7).
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Despite the U.S. market's impressive rise since the GFC, capital
has actually come out of U.S. stock mutual funds and ETFs while
there has been a huge influx into bond funds. Since 2008, the net
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value of IPO companies as a percentage of S&P
market capitalization is near the lows hit during the - 40%
GFC. These statistics aren't indicative of “irrational
exuberance” - a phrase coined by Alan Greenspan to

describe the dot.com bubble in the 1990s (Chart 9).
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Corporate share repurchases have been
unprecedentedly large this cycle. Another
significant source of demand has been foreign
buyers. International investors now hold
approximately $7.5 trillion in U.S. equities,
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CHART 12
S&P 500 Performance Following +20% Year

Annual Next Quarter's  Next Year's

Year Performance  Performance  Performance
1950 21.7% 51% 16.3%
1954 45.0% 17% 26.4%
1955 26.4% 6.6% 2.6%
1958 381% 0.4% 8.5%
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20% 1 close, the position would have lost almost 14% over the same

10% - almost three decades! The NASDAQ 100, Russell 2000 and
even Gold ETFs all show a similar pattern. This certainly isn't an
endorsement of day-trading (Chart 13).

0% T T T T T T T T T T T T T T 1
0 ‘90 92 '94 '96 ‘98 ‘00 ‘02 ‘04 '06 ‘08 10 12 14 16 "8

Source: Strategas Research Partners

CHART 13

S&P 500 (SPY) After Hours vs. Regular Trading Perf. (%):
Many investors expect mean reversion following big return Since Inception
years. In fact, history has shown that the stock market typically
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the cumulative gains would have been 722% since inception.

However, if the investor bought at the open and sold at the Source: Bespoke Investment Group




The U.S. has moved towards energy independence at a rapid pace
hard to appreciate. Crude oil production has spiked along with the
commensurate drop in imports in only one decade (Chart 14).
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Summary

The above data informs Lyell Wealth Management's investment
strategy and asset allocation along with many other inputs. Our
clients’ equity positions are primarily focused on well-managed
companies with secular growth opportunities that don’t depend
on strong cyclical prosperity to succeed. We have held a strong
U.S.-centric bias in recent years due to our view that most of

the global disruptive and innovative companies are listed and
headquartered domestically. Although we would not be surprised
to see some long overdue catch-up by international stock markets
in the coming year, as managers of mostly taxable accounts, this
kind of short-term trade is difficult to implement. Our clients’
stock holdings are complemented by fixed income, private real
estate and alternative investments, as appropriate. We are
focused on achieving the right balance of growth, liquidity and
capital preservation for each client.
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