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Market Review

As discussed in the August editionTdie Prudent Speculatowe bought thedilowing on
Thursday, August 4, for Buckingham Portfolio:

6 Lam Research(LRCX 1 $519.97) at $527.7155
60 Truist Financial (TFC1 $50.10) at $49.6464

In our hypothetical accounts, we added the following, also on August 4.

Millennium Portfolio

6 General Dynamics(GD 1 $228.76) at $231.32
190Kimco Realty (KIM i $21.41) at $21.34

65 Timken (TKR T $64.34) at $64.18

PruFolio

225International Paper (IP7 $41.79) at $42.45
328Juniper Networks (JNPRi $28.04) at $28.28
1,022Volkswagen AG(VWAGY 1 $19.70) at $195
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After a couple of good weeks to end July, the first week of August saw the average stock more or
less tread water, with the Value indexes modestly in the red for the five trading days. While
shortterm market movements are always difficult toaadlize, we might argue that Value

stocks, which are often more economically sensitive, should have outperformed Growth last



week, given the muehetterthanexpected read on the health of thei@lportant services

sector, e

THE PRUDENT SPECULATOR

ISM NON-MANUFACTURING RISES: 2.4% ANNUALIZED GDP GROWTH

Soaring inflation easing somewhat, the latest read on the health of the
service sector bounced up to 56.7 in July. The figure was better than
expected, up from June’s tally and above average, suggesting a still-
healthy non-manufacturing economy. The Institute for Supply
Management stated, “The past relationship between the Services PMI
and the overall economy...corresponds to a 2.4% increase in real gross
domestic product (GDP) on an annualized basis.”

ISM Service Sector Activity

=]SM Non-Manufacturing Index 56.7)
High on 11/30/21 68.4
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Low on 11/30/08 37.8
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é and a&olikmeaslré for the outlook for the factory sector.



THE PRUDENT SPECULATOR «
-

ISM MANUFACTURING FALLS: 1.4% ANNUALIZED GDP GROWTH SUGGESTED

The latest data point on the health of the manufacturing sector came
in above expectations at 52.8 in July, down from a reading of 53.0 in
June, but still above the average for the 30-plus-year history of the
gauge. The Institute for Supply Management stated, “The past
relationship between the Manufacturing PMI and the overall
economy... corresponds to a 1.4% increase in real gross domestic
product (GDP) on an annualized basis.”

ISM Factory Activity

=[SM Manufacturing Index 52.8
High on 03/31/21 63.7
Average 52.5
Low on 12/31/08 34.5

Oof cour s e, we realize that traders remain con



THE PRUDENT SPECULATOR

PLENTY OF DOOM & GLOOM TALK, ODDS OF RECESSION STILL 40%

The respective 1.6% and 0.9% contractions in Q1 and Q2 2022 real
(inflation-adjusted) GDP means economists could say that the U.S.
economy is in recession, but the odds of an official declaration stand
today at 40%, meaning the consensus forecast would be no recession.
M| ast Price 40.0
High on 04/30/20 100.0

Average 21.3
Low on 01/31/11 10.0
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ébut the | atest projection for Q3 GDP growth



THE PRUDENT SPECULATOR «
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PRE-JOBS-REPORT Q3 U.S. GDP GROWTH PROJECTION RESIDED AT 1.4%

Q1 and Q2 2022 saw respective 1.6% and 0.9% contractionsin real (inflation-
adjusted) GDP growth, as the Omicron variant, supply-chain difficulties, the war
in Ukraine and inflation impacted the economy, but the Atlanta Fed’s projection
for Q3 2022 real GDP growth on an annualized basis as of August 4 stood at 1.4%.
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Atlanta Fed GDPNow
Quarter-Ahead Growth Forecast

W Mid Price 1.4
High on 09/30/20 33.8
Average 24
Low on 05/29/20 -51.2
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éand it did not include the stellar July
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THE PRUDENT SPECULATOR «
VERY HEALTHY JOBS PICTURE =

=NonFarm Payrolls 528 B [.conomists were looking
High on 06/30/20 4505 L 400 f : .
Average 166 or a gain of 258,000
L 03/31/20 -1498 .
ol o B/31/ payrolls, so the increase of
NonFarm Payrolls .

(M-0-M Change in thousands) 2000 528,000 n JUly was We”
above expectations, and the
May and June tallies were
ll revised up by a combined
l 28,000 jobs. July marked the
15" straight month of job

M gains above 350,000. With

Average Hourl ings [

"o-Y % Change) 8 strong demand for labor,
M wages continued to rise, a
2 bit faster than in the month
prior, as employers
struggled to fill positions
and the impact of the

coronavirus pandemic

continued to recede.

Wearm 6t sure how an economy with an extremel
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THE PRUDENT SPECULATOR «
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PANDEMIC LOW JOBLESS RATE & NEAR PANDEMIC HIGH PARTICIPATION RATE

With many more jobs
created than expected,
the unemployment rate
for July edged lower to
3.5%, down from 3.6% in
June, with the gains led by
growth in leisure and
hospitality, professional
and business services, and
Participation Rate (%) N health care. The so-called
participation rate inched
down o.1 points in July to
62.1%, still near the
highest level since the
beginning of the
pandemic, but well below
levels witnessed over the
past four decades.

Unemployment Rate

éand plenty of jobs waiting to be filled shou



THE PRUDENT SPECULATOR «
HIGH JOB OPENINGS AND LOW UNEMPLOYMENT FILINGS =

With the “Great
Resignation” continuing as
4.2 million people quit their
o i R
market remains healthy,
even as the number of job
openings cooled to 10.7
million, the lowest since last
fall, but more than double
Initial Jobless Claims the average since the year
(in thousands) g 2000. Looking at more
e R SR ey current data, first-time .
b LT s filings for jobless benefits
inched up by 6,000 to
260,000 in the week ending
July 30, in line with
expectations but still well
below the historical average.
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the first two quarters
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THE PRUDENT SPECULATOR «
-

HUGE 9.3% JUMP IN NOMINAL GDP, BUT REAL GDP CONTRACTS BY 0.9%

Second quarter 2022 real (inflation-adjusted) domestic economic growth
came in much weaker than expected at a 0.9% contraction on an
annualized basis, even as the current-dollar nominal GDP figure of $24.9
trillion soared by 9.3% on an annualized basis to an all-time high.

U.S. Gross Domestic Product

W GDP Annualized % Change (R1)
High on 09/30/20 33.8
Average 2.1
Low on 06/30/20 -31.2
®GDP in $Billions (L1)
High on 06/30/22 24851.81
Average 16147.80
Low on 06/30/00 10247.72
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ébut we cannot forget that stock prices

and



éwi t h e gtericallyia gesy gdod eedge against rising consumer prices.



