The Outlook: June 27, 2023

Searching for blue sky . . . and finding it, as usual.

At Outlook we spend a fair amount of time searching for the daily good news. We do that because we
know it’s always out there . . . but we will never hear much about it from a media which mostly survives
on trumpeting bad news. Now, when our frame of mind is “There’s bound to be something good going
on, let’s find it!” there’s always a risk of kidding ourselves that the sky is blue, when in fact a tornado is
about to touch down next door. So we keep an eye out for tornadoes . . . but as the decades pile up, we
know for certain that it pays to invest upon the good news, not the bad news.

Here are a couple of patches of blue sky.
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That’s a familiar chart. It gets right at the financial strength of U.S. consumers. Household’s debt
payments as a percent of income are at the same 40-year low they’ve held for 10 years now. We might
label this picture “Sheer common sense, in action.” There were household debt costs, peaking just before
the Great Financial Calamity and Bank Runs of 2008 —2009. That calamity scared the daylights out of U.S.
companies and individual people alike. What did they do? The sensible thing: they made sure they
couldn’t be hurt so much if it ever happened again. And in so doing, they also made it much harder for
the next calamity and/or recession to endure. We saw that perfectly with the Lockdown Calamity of 2020
—2021...and we're seeing it right now, with 18 solid months of “Recession Watch!” spooking the market
but not Main Street.
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Here's the second item of “good news.” For the third straight month, in May, American manufacturers
and other companies increased their investments in durable goods (everything from airplanes to punch
press machines.) Kind of odd, for a Main Street which is supposed to be paralyzed by “Recession Watch!”
and “Rate Hikes Forever!”, from the Fed. May’s report was another surprise to Wall Street’s forecasting
crowd, which expected a 1% decline in orders. They must be reading the headlines, instead of digging for
good news.

The big picture has been set in stone, just about, for a remarkably long time: that 18 months or so. The
media, the experts and the market’s betting crowd can’t take their eyes off the “Tornado’s Coming!”
headlines. Main Street can, and does. It’'s kept its eyes, as usual, on the job at hand: building the road
ahead one day at a time, backed up by the financial strength Main Street has been building for 15 years
now. That’s blue sky, and it’s what Outlook is betting on.
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The remarks above aren’t a general recommendation to buy or sell particular securities. Such decisions should
only be made in the context of an investor’s own circumstances. Stocks and bonds carry the risk of loss.



