2020 15T QUARTER ECONOMIC OUTLOOK

| " ve been watching the economy and markets fo
how to monitor both. My market and economic outlooks are filled with graphs, charts and

tables from government agenciegll known and respected economists, analysts and

independent economic and market research firms. | spend a lot of time understanding where

the markets and economy are and | find the charts, graphs that prove dseatrdmmetrics

of both that are inclugtl in my monthly Outlookd.also provide the bullish and bearish case

for investing.

| listened to the State of the Unid®BOTU,on Februanp™ and when it came to the economy
it was filled withmisinformation Click hereto read the SOTU transcrig.few days later
Vice President Pence did anterviewwith CNBC telling the samantruths

Below | address some of th@sleading comments regarding the economy and markets
made in the SOTWith charts, graphs, and proof where the economy and markets are.

GDP Growth

Here are two statement®m the President in his SOTW am thrilled to report to you
tonight that our economy is the best it has ever been.” “Qur roaring economy”

|l " m on the board of the | ocal Chamber of Comm
the economy is booming, echoing the Presidemén CNN, MSNBC say the economy is
strong

Is the economy booming, roaring t he best? it s ever been

If the President wdd hawe said-t he economy is the | argest it’'s
been correct, below is a chart showing the size of the economy:
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Source: FRED (Federal Reserve Economic Data)


https://www.realclearpolitics.com/video/2020/02/04/watch_live_president_donald_trump_delivers_the_state_of_the_union_address.html?utm_campaign=ora_player&utm_medium=ora-video-widget&utm_source=polls

Yes, the size of the economy is the largest in our economic histaryoigan ay that
every year except when we have a recessid. real (inflation adjusted) GDP is about $19
trillion. GDP is about $22 trillion neinflation adjusted

What is more important than sjzes t he gr owt h r at e ofcredtdse econot
jobs, and prosperity.When the President was campaigning he said his aim was to grow the

economy about 4% to 6%. Most of us knew this was not sustainable with a $22 trillion
economy. It s hard to move In201& wmoteam drlicke on an e
Trumponomics and the New Nornadlout why our economy would grow slower, even with

Pr esi dent -bdsmassrggonanic pgerdidick hereto read tharticle.

Below is a chart that shows the letegm growth of our economy

The current economic expansion remains the slowest in the post-WW2 era.

Sluggish Recovery
Real GDP growth during expansions
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Sources: US. Bureau of Economic Analysis; Mational Bureau of Economic
Research

Note: Annualized rates of expansion from trough to peak. Data are through third
quarter 2019,

The chart shows that thexonomic cycle/expansion is the slowest in our economic history

In 1950the U.S. economy was almost $300 billion and it was easier to grow 8%. The law of
large numbers tells ubdt as the economy get bigger growth slows. The economy is slowing
down again:


https://www.linkedin.com/pulse/trumponomics-new-normal-dan-hassey/
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This economic expansion began in 2009 and was extemdkt President Trump thanks
his prebusiness policies including tax cuts and deregulation at the national (&welith
did growabovethetrendof this cyclein 2018but now growth is expected to slow below
this cycle’ s growth rate in 2020.

Unfortunatdy the growth comes with defig{government revenue minus government
spending)from lower tax revenue and increasgendingHere is a chart showing the rise
in our deficits:

U.S. federal budget deficits and surpluses
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Tax cuts, military spending and baby boomers retwith increasedsocialSecurity and
Medicare expenses are causing our deficits to incrBasieits are expected to reaatound
$1 trillion this year.



When we go into a recession, our deficits will explode as tax revenue will be reduced and
unemployment expenses rise. Théidis could be as worse during the Great Recession that
started in 2008.

The deficits are causing our debts to increase:
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Many economists and analysts are concerned about our rising deficits and
debts.

Conclusion: The economy iNOT “the best it’s ever been”a n d NOT ' s

“roaring”. The economy is slowing to below th
the historicalveragegrowth rate for this economgbout 3%.

Also, the growth was financed by deficit spending and was not organingRisi

deficits and debts will likely become economic headwinds in the future.

Jobs, Wages and Confidence
Jobs
“Three years ago, we launched the great American comeback. Tonight, | stand before you
to share the incredible resultgobs are booming, incomese soaring poverty is
plummeting,confidence is surging

AThe unempl ovment rate i s.(Applarse)Andhnveryt i n over
incredibly, the average unemployment rate under my administration is lower than any
administration in the historyof our country. (Appl ause. ) I f we
economic policies of the previous administration, the world would not now be witnessing

this great economic success. (Appl ause. ) o

“Jobs Are Booming, and the Unemployment Rate Is the Lowest In Over Half a
Century”



Yes, unemployment is at historically low levels:

U.S. unemployment rate
MNovember’s 3.5% rate matches the 50-year low set in December 1969.
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But, most of the decline was made before he becarsdent:
Unemployment rate, Trump term highlighted
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The Great Recession cadasmemployment to spike from around 4% to about 10%. Before
President Trump was elected om@oyme nt f e | | more than 5%. Since
election, unemployment has fallen about 1.5%.

Conclusion: Yes unemployment islose tothe lows made 50 years ago. But employment
dropped more than 5% before he became President. Unemployment dropped about 1.5%
since the start of his presiden&t best, he is overstating his accomplishment in

bringing down unemployment.



“Incomes Are Soaring”

After decades of flat and falling incomes, wages are rising fasaind, wonderfully, they
are rising fastest for lowincome workers, who have seen a 16 percent pay increase since
my election. (Applause.) This is a blkemllar boom. (Applause.)

Oureconomy started as an agrarian economy, transitioned to an industrial economy and now
is a service, knowledgéechnology baseeconomy.The chart below shows the growth
trendfor services and manufacturing:

Goods and Services
Imstitute for Supply Management purchasing managers indexes
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As the chart reads, manufacturing is contrac{below 50), but service/nonmanufacturing is
slowing but remains in an expansion mode (above 50).

Manufacturing is only 12% of the U.S. economy. Services make up about 80% of the
economy. We would be in a recession if we were a manufacturing éeseomy.

Unfortunately most of these sejacilowqgualfyobs (r et
The chart below shows that most of the jobs being created are low quality jobs with low pay,

with little job security, and little to no benefits (heaklhe, retirement accounts, life

i nsurance...).



Thve resuit: The econormmy is creating lots of jobs, but thhey aren't all great.
vIir. Alpert and his colleagues created a jobgualityw index to track thhe decline
of hisher—-wage and higher-hour jobs and their replacerment with lower—wase
and lower-hour worlk. Production and nonsupervisory jobs are classified as
lowwy guality if thheir weelklsy income falls beloww thhe mean for all such jobs. The
index shows that just owver half of new jobs were low guality in 19O, INoww
more thamn o2 are. The measure suggests there is significant untapped

protential in thhee labor force.

Job Quality Index

100

A they are rising fastest for lovincome workers This statement is basically true, bas
mentioned abovihe majority ofnewjobsarelower quality jobswith low pay and benefits.

Annual change in hourly pay by wage level
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Higher wage gains fdower wage earners is not that unusual. Wage gains are NOT
“soaring”

Conclusion The service economy is large and is where many of the jobs are being created,
but most of these jobs are low quality with little job security and low wages. Wages are
growingf astest for | ow wage earners, but it
higher wage gains.

S not

On an absolute basis wage increase means much more for a high wage earner and less for

a |l ow wage earner: A per sraisewonldirkeamagex®a3 0, 000 an
$1,500. But &% increas for a persomaking $100,000 would kee$3,000increase, twice

as much as the low wage earner

Wages are NOT soaring.



Unemployment for Blacks and Hispanics Is the Lowest in History

ifThe unempéforVimamAmericamg, Hispanic Americans, and Asian
Ameri cans has reached the | owest |l evel s in hi

This is basically true, but it’”s not the whol

Unemployment rate

Blacks and Hispanics had the highest unemploymenthaydwere the largest group of
unemployed andre the largest groups to empldlymakes snsethatas other groups are at
full employment, employers are goitmoffer jobs tahe groups that are unemployed.

Also similar to the employment trends, most of the gaiese made before President Trump
took office. Black and Hispanic and women wages remain significantly below aglkhe
text from the Bureau of Labor Statistiesads



BUREA OF LA O STATISTICS
u. 5. D PAR'M N o F L & B O R
For release 10:00 a.m. (EST) Friday, January 17, 2020 USDL-20-0049
Technical information: (202) 691-6378 = cpsinfol@bls gov » www.bls gov/cps
Media contact: (202) 691-5902 = PressOffice@bls gov

USUTAL WEEKLY EARNINGS OF WAGE AND SALARY WORKERS
FOURTH QUARTER 2019

Median weekly earnings of the nation's 118 3 million full-time wage and salary workers were 5936 in
the fourth quarter of 2019 (not seasonally adjusted). the U S. Bureau of Labor Statistics reported today.
This was 4 0 percent higher than a vear earlier, compared with a gain of 2.0 percent in the Consumer
Price Index for All Urban Consumers (CPI-U) over the same period.

Highlights from the fourth-quarter data:

* Median weekly earnings of full-time workers were $936 in the fourth quarter of 2019. Women
had median weekly earnings of $843, or 82.5 percent of the $1,022 median for men. (See table

1)

¢ The women's-to-men's earnings ratio varied by race and ethnicity. White women earned 8
percent as much as their male counterparts, compared with 94 9 percent for Black women, 7
percent for Asian women, and 85.9 percent for Hispanic women. (See table 2.)

12
5.5

* Among the major race and ethnicity groups, median earnings of Blacks ($756) and Hispanics
($712) working at full-time jobs were lower than those of Whites (3967) and Asians ($1_166).
By sex, median weekly earnings for Black men were $778, or 73.5 percent of the median for
White men ($1,058). Median earnings for Hispanic men were $761, or 71.9 percent of the
median for White men. The difference was less among women, as Black women's median
earnings ($738) were 85.9 percent of those for White women ($859), and eamings for Hispanic
women were $654, or 76.1 percent of those for White women. Earnings of Asian men ($1,335)

and women (51,008) were higher than those of their White counterparts. (See table 2.)

Conclusion Yes, Black and Hispanic unemployment is the lowest in history and the
extending of tlis expansion is helpindgJost of the gains were made before he became
President. AlsoBlacks and Hispanics earn significantly lower wages than their Anglo
counterparts.

Did the President have specific policies to help Black and Hispan&sployment NO.
Blacks and Hispanics were the largest groups of the unemployed and if you need service
workers you would have to consider Blacks and Hispanics.

Again, the President claims credit where it is not warranted.



Confidencel s Surging

“Consumer confidence has just reached amazing new highs.”

Below is a chart for consumer confidence:
31-Dee19 Conference Board Consumer Confidence
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Consumer confidence dropped dramatically during the Great Recds$iottomed close to

20 and rose to about 100 before the President took over. Censanfidence did leap from
around 100 to cl| osmdishowabbut 265 but it’'s peaked
Also consumer confidence was higher under President &@u$hin his term

CEO confidence has dropped significantly:



CED CONFIDENCE

Q4, 2016 Q1,2018 Q3,2019

S0URCE: THE CONFERENCE BOARD
CEO confidence has dropped abauhalf since his election. Most of the loss of confidence
has to do with the trade wars with Mexico, Canada, Europe, China and sanctions against
Iran, Venezuela, and North Korea.

Small business confidence did spike:

13-2ug-19 MFIB Small Business Optimism
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Source: WSJ, the Daily Shot

Small businesses liked the prospect of a billionaire businessman beconfngsident
with tax cuts and deregulation. Small business confidence has also peaked.

Conclusion, “confidence is surging” Consumer confidenamllapsed during the Great
Recession and recovered before the President was elected. Consumer confidence rose again
after the elections, but they have peakeis. not true“Consumer confidence has just

reached amazing new highs.” See the above consunwnfidence charit was higher

during the Bush year€onsumer confidence is NOT soaring.

CEO confidence has dropped about half mostly due to trade wars.

Small business confidence did spike, but it has peaked.



Impact of Lower Taxes

fiFrom the instantl took office, | moved rapidly to revive the U.S. econofhyslashing a
record number of jobkilling requlations, enacting historic and recorgetting tax cuts
and fighting for fair and reciprocal trade agreements. (Applause.)

Record-Setting Tax Cuts

The corporate tax cuts welNOT the largest in history, but overall they were the fourth
largest.

Tax cuts have run its course. | wrote a report in 2017 on Trumponomics and Tax Reform.
One of the main points of the report was that tax cuts to the wealfhgogporations has a
very low multiplier effect. Below is a chart from the report:

What helps GDP growth the most?
Estimated fiscal multiplier range

| Corporate tax cut m Tax cuts
Homebuyer credit = Spending
1 yr tax cut higher income

2 yr tax cut lower/middle income

0.0x 0.5x 1.0x 1.5% 2.0x 2.5x
Source: Congressional Budget Office. February 2015.

As the image shows, corporate tax cuts to corporations and high income earners have a low
multiplier effect, (a ripple impact on the economy) in this case a pebble and not a boulder.
Click hereto read the article. The article has been basically correct.

Conclusion, The tax cuts were not the largest in history, yes business tax cutshaere.
cuts have run their course and now the economy is slowing down.

Thecutshave created significant deficits and is causing our debts to increase. This should
concern everyone.
“Slashing Regulations”

It is difficult to determine the economic impact of the detation efforts of President
Trump according to BusinessWeéKick hereto read the articleAlso, most of the
regulations are at the state and local levels and the federal government can do little to
change that.


https://www.linkedin.com/pulse/trumponomics-part-2-tax-reform-dan-hassey/
https://www.bloomberg.com/news/articles/2018-02-12/trump-s-deregulation-has-little-economic-impact-goldman-says?sref=OTZLo57p

Conclusion, “Slashing Regulations”. Re sear ch i ndicates that 1it’s
impact of deregulation at the federal level. The Presioegristates the impact of
deregulationThe President can do very little about state and local regulations.

“U.S. stock markets have soared 70%”

“Since my election, U.S. stock markets have soared 70 percent, adding more than $12
trillion to our nation’s wealth, transcending anything anyone believed was possible.
This is a record. It is something that every country in the world is looking up to. They
admire. “

Which markets?. e t ' s the 8 &Fbefove President Trump was elected:

SSPX-S&P 500-Daily @ Phil Erflanger Research Co_, Inc. %
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The markets were going sideways from 2014 to 2016 and admittedly we could have entered

a bear market as growth slowed and earnings were flat. The slowdown waslthrgye in

China’s economic policy ahdanabdi ohat ( Buapiied
went into recessions causing the U.S. economy to slow.

woul d

Investors were concerned about candidateu mp ’ st S
r he mar k

ade policie
When Clinton’s poll numbe dr t

;
S opped,



The 70% increase Izased on the bottom made in October and not when he got elected in

The night of the election, the markets start collapasd looked like Trump might win the
Presidency

The price of S&P 500 futures contracts for
December gyrated sharply on U.S. election news.

2160
NOV 8 NOV 9
2,140
10:51 pm ET
Donald Trump wins
2120 Florida _
112 pm ET
. Donald Trump wins
2100 : North Carolina
2,080 9:32pmET
Clinton has 97 —
electoral votes to i B
Trump's 129 : 233amET
2,060 o Donald Trump wins
i Presidency
-
2040 - — : . 1:37amET
pm . Donald Trump wins
Donald Trump wins R | Pennsylvania
Ohio
2,020
4pm 6pm 8pm 10pm 12am 2am dam Gam

Source: WSJ reporting, FactSet,Associated Press

The morningafterthe election, the President sent his economic team to theefoamncial

newschannslt outi ng President Trump’s economic pol.
strongly.The President continues to send his economic tedlre financial cable networks

to talk up his economic policies. These visits are lodieg effediveness on the markets.

But, the President has lots of cheerleaders (especially Jim Cramer) on CNBC and especially

on Fox Business helping the markets.

| f we’re generous and use the market price wh
close of the daof the 2020 SOTWvery close to peak prices since his electibreye are

what the numbers look lik¢3334.69 minus @0.50/2060.50= 1274.69 = 61.87%,

annualize® years (should be 3.33 yea?€).626. These are great numbers.

If we use the market me at the time of this writing, here are the numb@%78minus
2060.50/2060.50= 44.52%, annualized 4.84%, still very good numberdost of the gains



were made the first year, 20@Bout 40%{day of election and the peak made in January
2018).

The grong performance made the markets very overvalued:
S&P Stretched Relative to Profits

Recessions — S&P 500-left Corporate after-tax profits* ($,billions)-right
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Source: Charles Schwab, Bloomberg, Bureau of Labor Statisties. S&P 500 as of 11/50/2019. *Profits as of g/30/201g and with
inventory valuation and capital consumption adjustments. Past performanece is no guarantes of future results.

Notice that earnings have barely moved but the markets have become speculative
(acceleration of prices) and overvaluethrketprices(blue trendlinelare moving much
faster than the growth of earnin@sange trendline)These are not healthy markets.

Conclusion, “U.S. stock markets have soared 70%”. If we use the price when he was

elected and the day of the 2020 SOhg S & Pisclosert6 0 % and currently it’
52%, on an an rhoat 17i43% greatnansbers There i5 0 need for the

President to exaggerate these numbers.

What is concerning is the overvaluation and speculation of these markets. We can see what
happens when stocks are overvalued and speculative and the declines that happen. We had a
violent correction in December 2018 and currently duringutieertaintyto the global

economy and Coronavirug/henprices rise because of speculation and not investing

conviction, just as fast as these speculators move the market up, they will get out much

faster.

| will write more abouthe Coronavirugn my Market Update néxmonth.
Energy

“Thanks to our bold regulatory reduction campaign, the United States has become the

number one producer of oil and natural gas anywhere in the world, by far. (Applause.)
With the tremendous progress we have made over the past three years, America is now
energy independent”




This is a complicated story, where do | start?

“Thanks to our bold requlatory reduction campaign, the United States has become the

number one producer of oil and natural gas anywhere in the world

The first part ignot true, the second part is. Below is a table that shows the history of U.S.

energy production including exports and imports:

(Thousand Barrels per Day)

Field Production? Trade
Renew-
Crude Qilb.© N able

Natural Fuels Process- Petroleum

48 Gas and Oxy- ing Im- Ex- Net Stock | Adjust- | Products

statesd | Alaska Total Liquids genates® Gainf ports9 ports |Imports" | Change' | ments®i | Supplied
1950 Average . 5,407 1] 5,407 499 o NA 2 850 305 545 -56 -51 6,458
1955 Average . 6,807 0 6,807 771 . NA 34 1,248 368 880 (s} -37 8,455
1960 Average . 7,034 2 7,035 2929 k NA 146 1,815 202 1,613 -83 -8 9,797
1965 Average . 7,774 30 7,804 210 9,014 NA 220 2,468 187 2,281 -8 -10 11,512
1970 Average . 9,408 229 9,637 G660 » NA 359 3419 259 3.161 103 -16 14,697
1975 Average 8,183 191 8,375 633 NA 460 6,056 209 5,846 32 41 16,322
1980 Average 6,980 1,617 8,597 573 NA 597 6,909 544 6,365 140 64 17,056
1985 Average 8,971 609 NA 557 5,067 781 4,286 -103 200 15,726
1990 Average 7,366 559 NA 683 8,018 857 7,161 107 338 16,988
1995 Average . 6,560 762 NA 774 8,835 949 7,886 -246 496 17,725
2000 Average . 5,822 911 NA 948 11,459 1,040 10,419 -69 532 19,701
2001 Average . 5,801 868 NA 903 11,871 a71 10,900 325 501 19,649
2002 Average . 5,744 860 NA 957 11,530 984 -105 529 19,761

2003 Average .
2004 Average
2005 Average .
2006 Average .
2007 Average .
2008 Sveran,
2009 Average .
2010 Average .
2011 Average .
2012 Average .
2013 Average .
2014 Average

2015 Average

2016 Average .

2017 January ... 8,345 518 8,863 3,395 12,258 1,187 1,139 10,745
February . 8,587 515 9,103 3,633 12,735 1,173 1,063 10,033
March .. 8,636 526 9,162 3,685 12,847 1,179 1,112 10,184
April . 8,575 525 9,100 3,682 12,783 1,142 1,146  10.322
May 8,675 508 9,183 3,771 12,954 1,179 1,135 10,729
June 8,645 461 9,107 3,807 12,914 1,191 1,158 10,325
July 8,812 423 9,235 3,822 13,057 1,193 1,101 9,954
August 8,798 451 9,245 3,764 13012 1,222 1,113 10112
September . 9,030 482 9,512 3,731 13,243 1,180 1,010 9,752
October ... 9,147 507 9,653 4,020 13,673 1,214 1,081 9,741
November 9,561 510 10,071 4,106 14,176 1,268 1,148 9,876
December 9,461 512 9,973 3,969 13,842 1,240 1,126 9,935
Average ... 8,857 495 9,352 3,783 13,135 1,198 1,111 10,144

2018 January ... 9,510 508 10,018 3,853 13,871 1,210 1,102 10,280
February . 9,768 513 10,281 4,061 14,342 1,228 1,097 9,586
March 9,992 512 10,504 4,200 14,704 1,214 1,096 9,822
April 10,013 497 10,510 4,286 14,796 1,205 1,113 10,375
May .. 9,964 496 10,460 4,352 14,811 1,230 1,141 10,227
June 10,198 451 10,649 4,337 14,986 1,260 1,133 10,726
July . 10,496 395 10,891 4,452 15,343 1,273 1,168 10,193
August . 10,933 428 11,361 4,602 15,962 1,289 1,185 10,434
September . 11,026 471 11,498 4638 16,136 1,214 1,141 9,239
October ... 487 11,631 4,586 16,219 1,220 1,116 9,468
November 497 11,999 4,563 16,562 1,240 1,149 9,272
December 496 12,038 4,483 16,521 1,222 1,210 9,021
Average 479 10,990 4,369 15,360 1,234 1,138 9,943

2019 January ... E496 E11,356 4,545 E16,401 1,190 1,110 9,693
February . 438 E11,869 4,706 E16,375 1,198 1,020 8,628
March ... E451 E11,892 4,728 E16,620 1,163 1,042 8,837
April E475 Eq2,123 4,787 E16,909 1,215 1,060 9,506
May E474 E12113 4,838 E16,951 1,231 1,064 9,303
June E455 E12,060 4,793 E15,853 1,244 1,089 9,239
July . . E448 E11,823 4,679 E16,502 1,246 1,078 9,551
August £12,003 E3g> E123a85 4,727 E17.112 1,220 1,112 9,360
September RE 12,029 Ed44g PE12479 4,989 FE1T467 1,158 1,030 8,668
October RE 92,201 E475 RFE12,876 5,022 RE17 598 1,182 1,025 8,58
Novemb RE12,393  RE4g5 REq2,879 R4,972 RE17,851 R1,211 R1,136 R3064
December £12,378 E484 61 E4,989 E17.a50 £1,161 E8,874

£12.3 . . Eq111 8
Average ... L RE11,772 E466 RE12)238 RE4815 RE17,062 FRE4,202 RE1,073 REQ073

2020 January .................... {12,488 E483 €5,018 ’t1?.989 ) E1,133 E1,075 ‘ 58.728'

5645 5101 746
6,461 3573 128
6,054 4,130 602
6277  4.045 -70
6,232 4,498 181
6252  4.073 -802
6,291 3663 -369
5665 4,447 363
6,280 3,464 315
7,086 2,655 | -1,180
7144 2,732 ‘5og
7136 2,799 827
6376 3,768 -370
6,461 3.819 -386
6,907 2,679 128
7337 2.48 482
7797 2,578 120
7717 2510 173
7,824 2,902 129
7963 2,231 175
7,164 3,270 619
7415 2474 1,312
8,011 1,457 469
8,281 291 -230
8,301 720 48
7,601 2,341 51
8,104 1,589 260
8,453 176 E16
7,996 842 136
8,488 1,017 591
8,220 1,583 1,328
8,732 506 71
8,085 1,466 147
8511 849 243
8,757 83 &7
8,969 -389 -505

Rg836  R.771 R_369
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Source: U.S. Department of Energy, Energy Information Administration

Peak oil(oil reserves and production would peak theclide) dominated energy thinking

for years. In 2008, it was thought that peak oil was realized. U.S. oil production bottomed

and it was thought the U.S. would have to import most of its oil. We use about 20 million
barrelsof equivalentbog a day. In 208 U.S. oil production was onfy million barrels per

day. Today oil production is about 12 million barrels a day.



If we useabout20 million boe a day andie produce about 12 million, where does the rest
come from? It comes from wind, solar, and natged liquids. Natural gas liquids (ethane,

propane,

but ane ...

)

has become

an

mportant pa

gas liquids are a byproduct of frackifithe rest comes from IMPORTS, yes we import oil.

Fracking technology (horizontal aihgdraulic drilling)has been around since the civil war

and is the main reason why oil and natural gas production has increased, not lower
regulations. It was started being used to develop and produce our hugestaieoil

and natural gas trappbdtweerr o c k s

beneat h) Fracking startedtith * s

shalenatural gas reserve$he success of shale natural gas frackiagsoon afteused to

develop shale oil reserves.

Advanced frackingtarted around 2009, before the President waseeleehen total oil
production (oil, natural gas liquids) was about 7,267 boe per day. 2020 estimates for total oil
production is about 17,989 boe per day. Again, advanced fracking NOT degregulation
caused the U.S. to be the number one producer of oil@ndal gas liquids in the world.

sur f ac

Below is a table that shows our net imports. Our oil companies make more money overseas
because prices are higher in globa@rkets versus domestic markets, so they export some of
their production. This means we havertgort oil to meet our energy needs.

Top sources and amounts of U.S. petroleum imports (percent share of total}, respective

exports, and net imports, 2018
million barrels per day

Import sources I Gross imports Exports Met imports
Total, all countries 9.94 7.60 2.34
PEC countries 2.89 (29%) 0.3 258
Fersian Gulf countries 1.58 (16%) 0.05 1.53
Top five countries’
Canada 4.2% (43%) 1.02 327
Saudi Arabia 0.90 (9%) =0.01 0.90
Mexico 072 (7T%) 1.19 -0.48
Venezusla 0.59 (6%) 012 0.46
Irag 052 (5%) =0.01 0.52

Mote: Ranking in the {able iz based on gross imports by country of origin. Net imporiz volumes in the table may not equal gross imporis

minus exporis because of independent rounding of data.

Source: U.S. Department of Energy, Energy Information Administration

The table shows the countries that import to us. Canada is the largest import of oil to the

U.S. We are NOT energy independent.

We are the numbeme producer of oil, but in terms of proved reserves we are number ten.
The chart belovshows the top ten countries with the highest proved oil reserves.



Countries With The Largest Proven Oil Reserves

Reserves (millions of barrels), 2017 US EIA

1 Venezuela 300,878
2 Saudi Arabia 266,455
3 Canada 169,709
4 Iran 158,400
5 Iraq 142,503
6 Kuwait 101,500
7 United Arab Emirates 97,800
8 Russia 80,000
9 Libya 48,363
10 United States 39,230

Source: World Atlas

According to first table in this section, we produce about 18 million bodgyermhismeans
we will runoutof oil in about 6 years at current production and with the amoudt&foil
proved reserves. 6 years = 39.23 billion barrels of proved resiwesd by 6.57 billion

boe per year (18 million boe per day times 365 d&aher than being the largest producer
in the world it would make more sense for the U.S. to import more abundant, cheaper
reserves from OPEC and Canada to make our proved reserves last.

80% of petroleum use is for transportati®here are still about.4 billion cars in the world
plus planes, trucks, boats that need petroleum products. It could be over a decade where
combustion enginegominatetransportatioraround the world. Trucks and SUVs remain the
biggest sellers in the U.S.

Conclusion: we are the largest oil producer in the world and it’s NOT because of
regulation, its because of advanced fracking technoldyg.are NOT energy
independent. We do import and export oil.

At current production, we may run out of oil in about 6 years. We need to inipivam
other countries that have cheaper and more abundant proved reserves.



Manufacturing

“Likewise, we are restoring our nation’s manufacturing might, even though
predictions were, as you all know, that this could never, ever be done. After losing
60,000 factories under the previous two administrations, America has now gained
12,000 new factories under my administration, with thousands upon thousands of
plants and factories being planned or being built.”

Besides tax and regul ation cuts, the Presiden
back manufacturing jobs from overseas, especially from China and Mexico.

| could not find data to prove that 12,000 new factories have comelback. s har d t o pro
his statementhousands upon thousands of plants and factories being planned or being

built.” More important than bring back plants and factories was bringing back

manufacturing, construction jobs.

Walmart could have told the President how difficult it would be to bring manufacturing jobs

back to the U.S. For decadceusechémpérmart encour a
manufacturing overseas. In 2013, Walmart annedricwould spend $250 million dollars

over 10 years to help bring manufacturing jobs from oversHzeir goal was to bring back

250,000 jobs. By 2016, they brought back only 7,000. The factories that did move back to

the U.S. had to automate to keep theists lowClick hereto read the article about

Wal mart’'s efforts to bring back manufacturing

There is more data on maagfuring jobs:

Manufacturing and construction jobs as a share of total U.S. employment

1970 75 ‘80 ‘85 90 95 2000 05 ‘10 ‘15

Source: Labor Department


https://www.bloombergquint.com/global-economics/wal-mart-s-owls-have-returned-to-america-but-the-jobs-haven-t

According to the chart, in 1970, manufacturing and construction jobs were about 30% of
total U.S. employment. These type of jobs have dropped more than 50% to below 15%. The
needle has barely moved in increased manufacturing and coistrjotissince 2009

Conclusion:i t s hard to prove his statements about
that are being planned or being built. More importantly, Trump voters from Ohio,

Pennsylvania, Wisconsin, and Michigan were counting on these new jobs. As the above

chart shows, manufacturing and construction jobs have barely increased.

It would probably be better for these citizen learn different skills, and move to areas in
the country where there are abundant jobs.

This is the problem with this President, we arejaistioning everything he says
Summary

This Outlook includes the proof on whetherthe e si dent ' s st atements in
regarding the econonare true. Below is a summary of what is true and what is not:

GDP Growth

Here are two statements from thefident in his SOTYI am thrilled to report to you
tonight that our economy is the best it has ever been.” “Qur roaring economy”

Conclusion: The economy iNOT “the best it’s ever been”a n d NOT ' s

“roaring. The economy is slowing to below th
the historical average growth rate for this economy, about 3%.

Also, the growth was financed by deficit spending and was not organic. Rising

deficits and debts will likely become econorhgadwinds in the future.

Jobs
“Three years ago, we launched the great American comeback. Tonight, | stand before you
to share the incredible resultgobs are booming

Conclusion: Yes unemployment is close to the lows made 50 years ago. But employment
dropped more than 5% before he became President. Unemployment dropped about 1.5%
since the start of his presiden&\t best, he is overstating his accomplishment in

bringing down unemployment.




Wages

fiAfter decades of flat and falling incomes, waga® rising fast ‘dncomes Are Soariny

Conclusion The service economy is large and is where many of the jobs are being created,

but most of these jobs are low quality with little job security and low wages. Wages are
growing fastest for | ow wage earnerlmn but 1it’
higher wage gains.

Wages are NOT soaring.

Unemployment for Blacks and Hispanics Is the Lowest in History

fThe unempl oyment rat e r Af ri can
|

f o Americans,
Americans has reached the | owest vV e

e Il s in hi

Conclusion Yes, Black and Hispanic unemployment is the lowest in history and the
extending of this expansion is helping. But Blacks and Hispanics earn significantly lower
wages than their Anglo counterparts.

Did the President have specific policies to help Blao#t Hispanics unemploymeratNO.
Blacks and Hispanics were the largest groups of the unemployed and if you need service
workers you would have to consider Blacks and Hispanics.

Again, the President claims credit where it is not warranted.

Confidence Is Surging

“Consumer confidence has just reached amazing new highs.”

Conclusion, Consumer confidence collapsed during the Great Recession and recovered
before the President was elected. Consumer confidence rose again after the elections, but
they have pead.It is NOT true “Consumer confidence has just reached amazing new

highs.”

CEO confidence has dropped about half mostly due to trade wars.

Small business confidence did spike, but it has peaked.



Lower Taxes

enactinghistoric and recordsetting tax cuts

Conclusion, Thetax cuts were not the largest in history, yes business tax cuts were. Tax
cutshave run their course and now the economy is slowing down.

The cuts have created significant deficits and is causingedis to increase. This should
concern everyone.

Regulations

fiFrom the instant | took office, | moved rapidly to revive the U.S. econ@mglashing a
record number of jokkilling regulations

Conclusion, “Slashing Regulations”. Resear ch i ndicates that it’s [
impact of deregulation at the federal level. Hresident overstates the impact of
deregulation. The President can do very little about state and local regulations.

Stock Market
“Since my election, U.S. stock markets have soared 70 percent

Conclusion, “U.S. stock markets have soared 70%”. If we use the price when he was

elected and the day of the 2020 SOTU the S &
52%, on an annual i z gréatnuateislbereiisind need farlthe ut 17 . 43 %
President to exaggerate these numbers.

What is concerning is the overvaluation and speculation of these markets. We can see

what happens when stocks are overvalued and speculative and the declines that happen. We
had a violent correction in December 2018 and currently during the uncertainty to the global
economy and Coronavirus. When prices rise because of speculation and not investing
conviction, just as fast as these speculators move the market up, they will gretcbu

faster.

Energy
“Thanks to our bold regulatory reduction campaign, the United States has become the

number one producer of oil and natural gas anywhere in the world ... America is now
energy independent”

Conclusion: we are the largest oil producer in the world and it’s NOT because of
regulation, its because of advanced fracking technoldyy.are NOT energy
independent. We do import and export oil.



Manufacturing

“America has now gained 12,000 new factories under my administration, with
thousands upon thousands of plants and factories being planned or being built.”

Conclusion: i t hard to prove his statements about bringing back factories including those
that are being planned or being built. Since belagted,construction and manufacture
jobs have barely increased.

Conclusion

If many of the claims the President madé¢he SOTUwere true, heleserves tbere-

elected. But most of the statements are not true (the econdnoaigg'), exaggerated

(the marketisup70%9 or t he President is claiming credi
Hispanicunemploymentis the lowest in history).

The market was very overvalued for about the last two years based on the belief that the
economywas boomingThe Coronavirus and its global economic impact has changed the
outlook and the market is making a violent adjustment.

In many businesses, including the investment business, honesty and integrity is everything.
When | was getting my MBA at UCLA, my investmegmbfessors pouratithe table a how
important the capital marketgere andts ability to raise trillions of dollar to produce new
products, services, colleges, new homes and especially neandliscreased prosperity
Keeping the markets honestizicialand is one of the reasons why the U.S. has done so

well and is the largest economy in the wotld 1991, stock ownership by the public was

about D%. The burstingf the tech bubble in 2001 and the bursting of the housing bubble
that led to the GratRecessioras caused stock ownership to drop to 55%. Hopefully the
popping of this market bubble does not cause more investors to lose confidence in our
critical capital markets.

A high price can be paid by dishonesty.

In a few weeksl will give anupdateon the damage done to the markets and with my
normal bullish and bear case, price targits technicals and psychology of the markets.

In April, I will provide a quarterly update on the economy. By then, we should have enough
data to determinthe damage dorte the global and U.S. economy, especially as it relates to
the coronavirus.



Most retirees need safety, income, liquidity and not asset allocation and rebalancing. If
you have a financial planner and would like a free review of the risks, liquidity, fees and
the amount oincome your portfoligyeneratescontact me at danhassey@galtom.

| canalsoreview your portfolio gratis. The review would include: 1.Upside potential 2.
Risks 3. Costs 4. Make sure your portfolio is meeting your financial needs and goals. |
would be willing to spend up to three hours on the free review.

Belowis a brief bio. You can also review my LinkedIn profile.
https://www.linkedin.com/in/daimassey7/a71301/

Dan Hassey’'s passion for investing started at
where he earned his MBA. After UCLA, Dan started his investroamer as a stock broker

for Merrill Lynch in their Beverly Hills office. He has also worked for Paine Webber,

Fidelity Investments, Charles Schwab, and for famed futures money manager John Henry &

Co. Inc.

Dan has also worked as a research analyst iogvdre markets, and the economy. Dan also
recommended, energy and dividend paying stdCkeatact me if you would like a copy of
my track record of my stock recommendations.



