Keep It Simple Stupid

We have just finished the penultimate draft of our treatise: "Human Nature Provides the Keys to the Investment Kingdom."  In an effort to be rigorous, this treatise contains an abundance of boring statistics, charts and equations.  But the summary is extremely simple:

· The stock market, earnings, dividends and wages are principally driven by PRODUCTIVITY.
· Given the ever-increasing power of computers and the Internet to generate new Ideas/Innovation, the outlook for PRODUCTIVITY has never been brighter.
· A major stock market trend stays in motion until the pricing of the Economic-Earnings news becomes Apparently IRRATIONAL.  

With regard to the current stock market, we would make these three points:

· By our research, every important variable in the stock market and economics can be written in mathematical terms as a function of Productivity.  By definition, increases in Productivity have to either generate greater consumer satisfaction, higher real wages and/or greater profits.  Improving Productivity is the engine for a growing, self-sustaining economy.  Productivity is the A, K, Q, J and 10 of Trump of economic and stock market variables.

· The last 10, 50, and 100 years of productivity data indicate that the rate of productivity growth is increasing: from 1 1/2% annually to 2% and now to more than 2.5%.  This makes sense given that Productivity is primarily a function of Innovation which, in turn, is a function of the numbers of ideas and the ability to collaborate.  Ideas by their very nature grow exponentially and there has never been a better tool for collaboration than the Internet.  The outlook for Productivity has never been brighter.

· The market since March 9, 2009 has almost doubled.  Thus, it is safe to say that the current major trend is a Bull Market.  Past stock market history suggests that typically either a major Bull or Bear market trend continues until the pricing of the Economic-Earnings news becomes Apparently IRRATIONAL.  In the case of a Bull Market, good news no longer drives stock prices higher; or in the case of a Bear Market, bad news no longer drives stock prices lower.  Currently the Stock Market's pricing is Rational -- good and bad news is being rewarded with the appropriate movement in stock prices.  Let the Bull Market continue.

Peace be with you and your portfolio,
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