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VALUATIONS ECONOMY FED TREND

The Buffett Indicator, or Market Cap to 
GDP ratio,has surpassed 200%, a level that 
reflects overly optimistic market sentiment 
and suggests lower average returns for 
stocks going forward. It's no surprise that 
Warren Buffett has been significantly 
reducing his positions in BAC and AAPL.

While U.S. stocks are highly valued, several 
markets are priced for attractive long-term 
returns. Examples include commodities, real
estate, value stocks, emerging markets, and
small-cap stocks.



Leading indicators have significantly
diverged from coincident indicators, 
with the former in contraction since 
April 2022, while the latter continue to 
rise, albeit at a slower pace. Federal 
deficits likely play a role in this 
divergence, as the U.S. government is 
running historic deficits, providing 
substantial stimulus. I expect this
trend to persist and even intensify in the 
coming years, regardless of the 
outcomes in November.
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Jerome Powell has signaled that rate cuts are
on the horizon, though the specifics of their
magnitude and pace remain uncertain as the
Fed shifts its intense focus to the labor market.
While market participants seem to view rate
cuts as a cure-all for economic challenges, I'm
not so sure. Historically, rate cuts have often
been followed by significant market corrections
and economic weakness. The outcome will
depend on whether these cuts can effectively
reverse the negative trend in economic growth.
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Stocks have reversed into a negative trend relative to gold, forming a series of lower 
lows and lower highs despite the S&P 500 reaching all-time highs. Over the past year, 
gold has outperformed stocks. This negative divergence should be monitored as a 
potential risk signal for equity markets.
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DISCLOSURE
• This was prepared by Zermatt Wealth Partners, a federally registered investment adviser under the Investment Advisers Act of 1940. Registra-
tion as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you
with information about which you determine to hire or retain an adviser. Zermatt Wealth Partners, Form ADV Part 2A & 2B can be obtained by
written request directly to: 3170 Fourth Ave., 3rd Floor, San Diego, CA 92103. This is not solicitation or a recommendation to buy or sell a specific
security and should not be relied upon for investment making decisions. Neither the information nor any opinion expressed should be construed
as personalized investment, tax, or legal advice.

• Please note, this information is intended for educational purposes only. It does not address specific investment objectives, or the financial situa-
tion and the particular needs of any person who may receive this report. Please contact your Financial Advisor prior to making investment deci-
sions.

• The information herein was obtained from various sources. Zermatt Wealth Partners does not guarantee the accuracy or completeness of infor-
mation provided by third parties. The information in this report is given as of the date indicated and believed to be reliable. Zermatt Wealth
Partners assumes no obligation to update this information, or to advise on further developments relating to it.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RETURNS. PLEASE SEE ABOVE DISCLOSURES

Z E R M AT T
W E A LT H  P A R T N E R S

™


