The real economy is stable now---but a significant policy mistake collapses the bull market
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This secular bull market—the least loved in memory—is now more than 100 months old, and up by 265% from its bottom on March 9, 2009.1 It is also the second longest bull market on record (after the 1990s’ dot-com boom) and fourth largest in terms of market advance.
For some investors, the sheer age of this cycle is enough to cause consternation. Yet there is nothing magical about the passage of time. As we have said time and again, bull markets do not die of old age. Like people, bull markets ultimately die when the system can no longer fight off maladies. In order for the cycle to end there needs to be a catalyst—either a major policy mistake or a significant economic disruption in one of the world’s major economies. In our view, neither appears to be in the offing:
Global growth is sufficiently modest. The “accidental” synchronized global expansion (so-called accidental because it was more of a coincidence than a coordinated effort by global policymakers) is already fading, but slowing growth in the United States and China does not foretell a crisis.
The United States, nine years into this market cycle, has not exhibited the excesses that are indicative of typical economic downturns.
For its part, China’s high leverage poses a threat to its financial stability, but government actions are likely to be gradual to ensure a phased pace of deleveraging while maintaining growth stability.
We believe that low inflation globally will provide cover for policymakers to be more accommodative than many expect.
We are optimistic that this cycle will ultimately be the longest on record, though we do not believe our view is Pollyannaish. We will continue looking out for telltale signs indicating the end of the current cycle, even as we believe that none of them are forthcoming:
Source: DA - Housing - Michigan 7 2023 BFHGR · Michigan · 2023




