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JP Morgan CEO Jamie Dimon caused a stir
recently when he talked about a “hurricane”
hitting the US economy. It’s possible that he
could be right, but at the very least, his call is
much too early. Case in point is the employment
report from last month which saw non-farm
payrolls rising by almost 400k jobs, confirming
the US economy continues to grow. Notably,
there is some evidence of a transition in the
economy away from goods and toward services.
Retail payrolls are still up form where they were
pre-Covid, but dropped 61k in May. By contrast,
jobs in leisure and hospitality increased by 84k,
the seventeenth consecutive monthly gain. This
reality is reflected in recent stock market activity,
where retailers have seen significant declines in
their stock valuations relative to service
providers including theatres and airlines. This
makes sense as more people want to be out
and about, where life is finally back to normal.

Wages have not kept pace with inflation, with average hourly earnings rising 0.3% in May, compared to an
estimate 0.7% increase in consumer prices. In spite of this, the US consumer is holding up well and
spending continues unabated (notwithstanding food and fuel prices that are through the roof). Further,
household net worth finished last year at more than eight times annual after-tax income, the highest ratio
on record. American had $1.2 trillion in their bank accounts before Covid. At year-end 2021, they had $4.1
trillion.

Companies balance sheets and income statements remain healthy and we expect economic growth this
year to be double the average rate of the past decade. This would put US GDP growth in the range of
3.5%. With an economy of $21 trillion, this translates into economic growth of almost three-quarters of a
trillion dollars -more than Ontario’s economy, Canada’s largest province.

The bottom line is that loose money from the Federal Reserve has inflated everything and monetary policy
remains loose. Our expectation is that until money supply is constrained by further rate hikes (most likely
a full percentage point increase before year end), there will be a lag before higher rates impact US
economic momentum. So if there is some sort of hurricane on the radar, it isn’t very close.

Thank you for reading!
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a registered representative, through Worldsource Financial Management Inc., sponsoring mutual
fund dealer. Other Products and Services are offered through First Capital Financial Corporation.This
email and any attachments are intended only for the recipient(s) named in this email and may contain
personal and/or confidential information. If you have received this email in error, please email the sender
immediately, and delete the original email. Dissemination, distribution, or copying of all or any part of this
message by anyone other than the intended recipient(s) is not authorized.The information provided in this
email and/or attachment/s is solely for general and educational purposes and is based on the
perspectives and opinions of the owners and writers. It is provided with the understanding that it may not
be relied upon as, nor considered to be, the rendering of tax, legal, accounting, or professional advice.
Please consult an appropriate professional regarding your particular circumstances. References to third
party goods or services should not be regarded as an endorsement of those goods or services. All
information provided is believed to be accurate and reliable, however, we cannot guarantee its accuracy.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus and/or the fund facts before investing. Mutual funds are not
guaranteed, their values change frequently and past performance may not be repeated.
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