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MAKING SENSE OF THE MACRO
So far in 2015, macro headlines have continued to drive global market activity. The biggest factor in 2015 was
supposed to be the timing of the U.S. Federal Reserve’s (Fed) first interest rate hike. While we all continue to
await a sign of a Fed rate hike, global equity market participants have clearly turned their attention to Europe.
The European Central Bank’s (ECB) massive stimulus program launched in March, combined with the concern
of a Greek default, have dominated the headlines over the past two months. In addition, recent global
economic data (strongly influenced by energy prices) has created a tight trading range for global markets and
an increasingly bumpy ride for investors. Until there is more clarity on the rate of global growth (which has
been almost entirely driven by the US in recent years) and Greece stops consuming all the oxygen in Europe,
we should expect more market volatility in the short run.
As investors, we run a real risk of letting these short-term macro issues cloud our long-term investment
objectives. Emerging markets, Europe, and even parts of the US equity market continue to remain very
attractive over the next several years. We will be using the pullbacks over the next few months as
selective buying opportunities, not as reasons to sit on the sidelines.

Don’t Bet Against the Fed… or the ECB
On March 9th, 2015, the European Central Bank (ECB) sent waves around the international financial
community when it announced a new quantitative easing initiative. This bond buyback program, similar to what
was enacted by the Federal Reserve in the United States in 2009, was billed by ECB President Mario Draghi
as the saving grace of the European
economy. By buying bonds of 60 billion
euro per month (scheduled through
September 2016), the ECB’s ultimate aim is
to provide more liquidity for banks, ramp up
export demand and inflation, and in turn,
stimulate economic growth and job creation.
Although too soon to measure, early
indicators are showing signs that the ECB
program is starting to work. Indicators
relating to consumer confidence and bank
lending activity have increased in Europe
since March 9th. Much of the recent
economic growth has come, surprisingly,
from countries that were hit the hardest
during the Great Recession. Spain for
example, one of the previously maligned
“P.I.G.S.” nations, is now expected to grow
close to 3% in 2015 after several years of
anemic growth.
More importantly, the European equity
markets have finally started to turn the corner and have posted impressive gains so far in 2015. As of June 5th,
the MSCI EAFE Index is up +6.74% year to date with the DJIA +1.25% and the US S&P 500 index up +2.56%.
In light of the ECB’s easing stance, we have been methodically adding to our Developed European and
Emerging Market equity allocations. Similar to the US equity market growth spurred by Fed bond buying
over the last five years, we expect the ongoing ECB stimulus program to drive European stock markets
higher over the next several years.
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The Never Ending Saga in Greece
With the election of a new leftist ruling party, Syriza, there has been much rhetoric of Greece departing the
European Union (EU). Simply put, the Greek economy has been decimated with current total unemployment
rates north of 25% and an unemployment rate for Greeks under 25 years old at close to 50%. The idea of
Greece ditching the Euro for the Drachma seemed like a far-fetched idea only a few months ago. However,
today, the probability of a Greek exit has increased dramatically.
Earlier in the week, Greece informed the International Monetary Fund (IMF) that it would delay the scheduled
June 5th 300 million euro debt repayment and bundle all four of its June repayments together (totaling 1.5
billion euro). So the stage is set for a showdown. If no deal is reached and Greece is unable to make the lump
payment at the end of the month, the global equity markets will likely react negatively. However, we still believe
that the potential short term pressure on the markets would provide an impetus for a negotiated solution.
We continue to view recent and further weakness in international equities as a great opportunity to reduce our
large overweight to US multinational equities in favor of more attractively valued global equity markets with
favorable stimulus packages in play. Greece is a headline, not a systemic risk to global equity markets.

The Energy “Tax” Cut is Just Starting to Appear
Energy prices dropped precipitously last year (over 50%), however, the impact on the consumer is yet to be
seen. Most experts thought the money would immediately be pumped back into the economy, but many
consumers have chosen to save their money instead.

As you can see over the last year, lower energy prices have yielded a significant spike in the consumer
savings rate. As the economy continues to improve, however, we believe that consumer savings will be
replaced by an increase in consumer spending. One important sign of a rebounding consumer is that truck
and auto sales are at the highest levels since before the 2008 financial crisis. In fact, in May, the industry’s
annual selling rate reached 17.8 million vehicles, the strongest monthly pace since 2005.
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The Fed Hike Waiting Game
Each year, industry pundits have confidently predicted that “this will finally be the year” the Fed actually begins
raising short term rates. Although these pundits have been consistently wrong, we feel that 2015 could be
their year of redemption. Many economists are predicting a September rate hike of ¼ percent. Although a ¼
point hike still leaves rates near all-time lows, we still should expect significant market volatility when the first
rate increase actually occurs. In May of 2013, when then Fed Chairman Ben Bernanke first mentioned the
word “taper”, the bond market promptly had a “tantrum” (forever referred to as the taper tantrum) with the 10
Year Treasury rate spiking up 65% in two months. Fast forward to May of 2015 and the 10 Year Treasury has
recently risen from 1.87% on April 1st to 2.35% June 5th (a 25% increase).

The last time the Fed reversed from an accommodative stance to a tightening cycle of rate increases was in
June 2004 (Fed Funds was at 1%). From June 2004 through June 2006, the Fed raised the Fed Funds rate 17
times. Over that same two year period, the S&P 500 rose +11.3% while the Russell 2000 rose +22.5%. Simply
stated, rising rates do not signal the end of positive equity returns. In fact, history has shown us that until
interest rates move dramatically higher (US 10 Year Treasury rate above 5%), we should not be too concerned
with the impact of rising rates on equity returns.

So What Do We Do Now?
We clearly recognize that there is a potential for greater downside volatility in the short run driven by further
Greek related news or the first Federal Reserve rate hike. However, economic data in the US continues to
reinforce the view that the economy is much healthier than the first quarter GDP data implies. We have a
European Central Bank that is committed to an aggressive quantitative easing program and we are
experiencing a noticeable shift in equity market leadership performance towards non-US equities for the first
time in several years. In the coming months, we will look to use excess cash in our portfolios to tactically
purchase oversold US sectors and to strategically increase our long term exposure to international equities
based both on attractive fundamentals and ECB actions.
“Whether markets are roaring ahead or stumbling off a cliff, good, solid advice is always needed to
restrain the euphoria or soothe the panic attack.” – John Bogle
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Disclosures
The views of Miracle Mile Advisors, LLC (“MMA”) may change depending on market conditions, the assets presented to us, and your objectives. This research is based on
market conditions as of the printing date. The materials contained above are solely informational, based upon publicly available information believed to be reliable, and may
change without notice. MMA makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation
to tell you when opinions or information in this report change. MMA shall not in any way be liable for claims relating to these materials, and makes no express or implied
representations or warranties as to their accuracy or completeness or for statements or errors contained in, or omissions from, them. This report does not provide individually
tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The securities discussed in
this report may not be suitable for all investors. MMA recommends that investors independently evaluate particular investments and strategies, and encourages investors to
seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. This
report is not an offer to buy or sell any security or to participate in any trading strategy. In addition to any holdings that may be disclosed above, owners of MMA may have
investments in securities or derivatives of securities mentioned in this report, and may trade them in ways different from those discussed in this report. The value of and income
from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational or financial conditions of
companies or other factors. There may be time limitations on the exercise of options or other rights in your securities transactions. Third-party data providers make no warranties
or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to
such data. The information and analyses contained herein are not intended as tax, legal or investment advice and may not be suitable for your specific circumstances;
accordingly, you should consult your own tax, legal, investment or other advisors, at both the outset of any transaction and on an ongoing basis, to determine such suitability.
Legal, accounting and tax restrictions, transaction costs and changes to any assumptions may significantly affect the economics of any transaction. MMA does not render advice
on tax and tax accounting matters to clients. This material was not intended or written to be used, and it cannot be used by any taxpayer, for the purpose of avoiding penalties
that may be imposed on the taxpayer under U.S. federal tax laws. The projections or other information shown in the report regarding the likelihood of various investment
outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of future results.
Other Important Disclosures
Physical precious metals, real estate, emerging markets and other more opportunistic credit investments are subject to unique risks which include but are not limited to liquidity,
rate volatility, currency fluctuations and controls, restrictions on foreign investments, less governmental supervision and regulation, and the potential for political instability. In
addition, the securities markets of many of the emerging markets are substantially smaller, less developed, less liquid and more volatile than the securities of the U.S. and other
more developed countries. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of MMA.
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