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Market Review

All of us atThe Prudent Speculatevould like to wish our readers a Happy Thanksgiving.

Certainly, there is much to be thankful for this year in the equity markets, with the major market
averages up more than 20%. Of course, while t
might appear granith magnitude, market history shows that the S&P 500 has done much better,
gaining more than 30%, for 19 separate years just since 1925!
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MUARELE Historical S&P 500 Returns Range Counts
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Yellow box denotes latest year. From 12.31.25 through 09.30.19. S0URCE: Kovitz Investment Group using data from Ibbotson Associates

To besure, we were reminded again last week that equities move in both directions, with
renewed concerns about the status of trade negotiations with China sending stocks, especially
those of the deep Value variety, south for much of the week, before a mduestdeook place

on Friday. Interestingly, given that many remain worried that a U.S. recession is around the
corner, é
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BEMERNEE Recession Probability: Now at 33%

While it is clear that domestic and global economic growth is not as
robust as most would like, and recent domestic data points have not
exactly been robust, the probability of recession has just dipped a
couple of points to 33%. To be sure, this is near highs last seen in the fall
of 2011...but that proved to be a fantastic time to buy equities, as the
S&P 500 returned 30.2% over the ensuing 12 months.

eéone of t hrehe ateweaklbgusce was & betranexpected reading on the IHS

Mar kit Purchasing Managerso Index for the U.S
a fourmonth high of 51.9 in November, up from 50.9 in October, with IHS Markit Chief
Businss Economist Chris Wi lliamson stating, f0The¢

may be behind us. o

No doubt, the strength of the U.S. economy remains a big question mark, with manufacturing not
exactly booming, é
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P KOVITZ divisior MIXEd East Coast Factory Statistics

sd Though the tally was still

M 2bove the breakeven line, the
M latest read on factory activity
& in the New York area fell to
2.9, below the historical

| average and weaker than

| expectations. On the other

' hand, the Philadelphia Fed’s
November measure of
manufacturing activity in the
mid-Atlantic region topped
forecasts with an above-

Bl normal score of 10.4, while the
M employment component was
B very strong.

éeven as housing numbers have been good, é
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3 KOVITZ division Housing Market Healthy

With low mortgage rates
and a strong labor market
the obvious favorable
catalysts, housing starts for
October came in a tad below
expectationsat 1.314 million
units, though the tally was
up from September’s
reading of 1.266 million.
Meanwhile, sales of existing
homes climbed 1.9% last
month to a seasonally
adjusted annual rate of 5.46
million, near the best levels
since early 2018.
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AMUARERE Forward-Looking October LEI Dips

The forward-looking index of Leading Economic Indicators inched lower
by a less-worse-than-expected 0.1% on a month-over-month basis in
October, while the September reading was revised down to a 0.2%
decline. The results reflect weakness in manufacturing and an easing in
labor strength, though the number, per the Conference Board, suggests
that the economy will end the year at close to 2% growth.
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We continue to be of the mind that the U.S. and global economies will muddle along, though we
respect that the Organisation for Economiedperationand Development (OECD) just lowered
its real world GDP growth outlook to 2. 9%, é



