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LIZ ANN SONDERS: We all know that the stock market’s action is connected to economic and
earnings fundamentals. That’s a tried and true relationship, but I think the timing of it tends to be one
of the things that throws investors off. And I want to use an example, a couple of examples to describe
this relationship between economic or earnings, overall macro fundamentals and what the stock
market does, because in investors’ minds it often seems a disconnected.
Go back to March of 2009. That’s an extreme, but I think very perfect example of the power of the
stock market to sniff out inflection points in the economic or earnings data. So if you think about circa
March 2009, which we know with the benefit of hindsight was the low in this bull market, at that time,
whether you look at the month, specifically, or you look at the first quarter of 2009, we know, in
general, but you can look at the data, that most of the economic and earnings fundamentals were
pretty abysmal at that time. Whether it was job growth, whether it was the unemployment rate, or GDP
growth, or consumer spending, retail sales, confidence measures were all probably at, basically, the
bottom. But the stock market has a remarkable tendency to figure this out, to figure out when the data
has stopped getting worse and is going to start getting better, that bottom of the V. That tends to be the
launch point for the stock market. We all know as sort of Main Street people, that’s an environment we
don’t tend to feel very good because the data is so bad, but that tends to be a launch point for the
market.
An example of the opposite when it kicks in would be circa 2000. So everybody was incredibly
enthusiastic about the market, the economic fundamentals were quite, quite strong—again, job growth,
GDP growth, industrial production, consumer confidence. But the market has a tendency to figure out
when things stop getting better and start getting worse, the top of the V, when the data is incredibly
good.
Now, I don’t think we’re at either one of those extremes right now, but given that we’re seeing more
consistency in this economic data, given one of my themes coming into this year that this would be a
year that probably Main Street would feel better than Wall Street, understand that there’s a component
of ‘be careful what you wish for,’ that at usually a point where the economic earnings fundamental data
is really, really strong, the market starts to figure out ‘is this as good as it gets?’. So understanding
those relationships, I think, is one of the most important things investors can do to be successful.
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Important Disclosures
The information provided here is for general informational purposes only and should not be considered
an individualized recommendation or personalized investment advice. The investment strategies
mentioned here may not be suitable for everyone. Each investor needs to review an investment
strategy for his or her own particular situation before making any investment decision.
Please note that this content was created as of the specific date indicated and reflects the author’s
views as of that date. It will be kept solely for historical purposes, and the author’s opinions may
change, without notice, in reaction to shifting economic, market, business, and other conditions.
Data contained herein from third party providers is obtained from what are considered reliable sources.
However, its accuracy, completeness or reliability cannot be guaranteed. Supporting documentation for
any claims or statistical information is available upon request.
Past performance is no guarantee of future results and the opinions presented cannot be viewed as an
indicator of future performance.
Investing involves risk including loss of principal.
Schwab does not recommend the use of technical analysis as a sole means of investment research.
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