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JOSEPH G. WITTHOHN, CFA reignited interest in equities. By mid-morning, when S&P 400 (0.3) 2.0 12.6

JWITTHOHN @JANNEY.COM Federal Reserve Chairman Ben Bernanke spoke about RussELL 2000 1.0 (0.6) 7.0
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equities, bonds were little changed for the week overall.
The yield on the 10-year bond rose just 0.03% to close at 2.64%.

Under normal conditions, an announcement on the rate of domestic economic growth that begins with
a one-handle is usually not good. Furthermore, following a severe contraction, economic growth is
typically quite strong for many quarters, and yet this recovery has been marked by its underwhelming
pace. So when GDP was finalized for the second quarter to a 1.6% annualized growth rate from its
previous estimate of 2.4%, one would think this should sink the market. Instead, expectations had been
set sufficiently low so this reading was actually viewed positively. In fact, it does represent the fourth
straight quarter of positive economic growth. Additionally and importantly, it helps to provide market
participants some concrete evidence that while the economy has hit a soft patch, it is still growing. We
had expected the contour of this recovery to be well below “escape velocity” due to the unusual
circumstances that differentiated this recession from many of its predecessors. We think an economic
double-dip can be averted as long as global growth remains intact and business activity remains robust
enough to avoid further slashing of payrolls. If that holds, then equities can advance in anticipation of
continued economic expansion.

With the Federal Reserve prepared to mobilize further means of reinforcing the current recovery, the
stock market should move higher given today’s undemanding valuations. For investors, strong
consideration should be given to
those sectors represented by

large, high-quality companies 5 chm Ghoss Demeshe Froduct oss
where, in many cases, juicy Real Gross Domestic Product
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dividend yields can be found. 12 12

Namely, we prefer to barbell
classic defensive sectors like
Consumer Staples, Utilities, and
Telecommunications, with growth
sectors like Energy and

Technology.
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