wWisdomTree BLOG ARTICLE

HOW TO BALANCE EXPECTATIONS IN
TODAY’S MARKET ENVIRONMENT

Jeremy Schwartz — Global Chief Investment officer
03/12/2019

on last week’s “Behind the Markets” podcast, Liqian Ren and I were joined by Danielle
DiMartino, CEO of Quill Intelligence, to discuss the February jobs report and global mon
etary policy. Later, David Keller, president and chief strategist at Sierra Alpha
Research LLC, joined us to discuss behavioral finance and investment strategy.

DiMartino’s Macroeconomic Outlook

DiMartino described Quill 1Intelligence as a research and analytics firm that is a
continuation of her job under President Richard w. Fisher of the Federal Reserve Bank of
Dallas. Quill Intelligence informs 1its clients where it believes the economy is going—
unlike most economists, who make the mistake of simply explaining where it has been.

DiMartino didn’t say the recent February jobs report, which came in below expectations,
had any effect on her forward-thinking macro outlook; she pointed to pronounced
weaknesses 1in manufacturing, which was previously validated by the challenger, Gray &
Christmas Tayoff data announced a day earlier. These reports have shown increasing signs
of distress spreading throughout the industrials complex.

DiMartino then weighed in on Federal Reserve (Fed) policy. She attributed the “Powell
Pivot,” or the slowing of subsequent hikes in the Federal Funds Rate, to the freeze in
the credit markets over November and December, which alerted cChairman Jerome Powell to
the high Tikelihood that a spillover from the credit markets into the real economy could
occur.

DiMartino also touched on the European Central Bank (ECB) and how its president, Mario
Draghi, will leave his eight-year term as ECB head without having attempted to normalize
monetary policy.

She went on to point out the undeniable failure of negative interest rate economies and
hopes the Fed would never implement them in the next downturn, even though they were
recently discussed by New York Fed President John williams as an option to consider
during the next economic slowdown.

Keller’s Research Process
Later in the show, David Keller spoke with us about his firm, Sierra Alpha Research LLC.

Keller applies lessons of behavioral finance, data visualization and technical analysis
to help institutional investors and financial advisors manage risk. He has translated
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much of the skills found in his hobby of flying airplanes to his career in investments.

“Sierra Alpha” is a term used among pilots meaning situational awareness. Keller has
used this as a guiding principle at his firm and helps clients ensure they understand
everything happening in the market, the different opportunities around them and every
different option to pursue.

on an investment strategy level, Keller follows a disciplined trend based on different
investing time frames. He categorizes the investing time frames into three segments:
tactical, being a few days or weeks; intermediate or cyclical, being six to 12 months;
and long-term or secular trends, being multiple years.

Keller primarily relies on technical analysis but notes the increasing need to utilize
both quantitative and qualitative analysis 1in research, blending subjective judgments
with objective, raw quantitative data.

These two guests both have a more defensive mindset at present on both the economy and
positioning in the market, and it was a useful podcast to help balance expectations of
the market environment we may encounter this year.

Listen to our full conversation below.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Monetary policy : Actions of a central bank or other regulatory committee that
determine the size and rate of growth of the money supply, which 1in turn affects
interest rates.

Federal Reserve : The Federal Reserve System 1is the central banking system of the
United States.

Federal Funds Rate : The rate that banks that are members of the Federal Reserve
system charge on overnight loans to one another. The Federal Open Market Committee sets
this rate. Also referred to as the “policy rate” of the U.S. Federal Reserve.

Interest rates : The rate at which interest is paid by a borrower for the use of money.
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