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Our Point

There was a lot moving the market this week. The worries about the debt default of a large China real estate company starting
things off; More tax talk from the administration quickly followed, Fed speak on Wednesday, and the ongoing contentious debt
ceiling talks. It was much for the markets to digest. The fear was that the debt default would be China’s Lehman moment.
However, it looks increasingly likely that any default will do little to the US and the world. Much of those fears have passed.
The tax issues are another matter and could continue to be a sticking point for the markets. The proposed increased spending
in Washington has to be offset (at least in part) by revenues. Nobody ever thought about cutting spending in some areas but
that is a topic for another day. Taxes are likely increasing and depending on the form that increase takes could have an
enormous effect on the markets. Investors would be wise to follow these developments. Wall Street’s reaction to the Fed was
relatively muted as nothing much has changed, and Chairman Powell left the Fed with lots of wiggle room for the coming
months. Tapering could start as early as next month or as late as next year and no new clarity was given. When tapering
becomes definitive there will be a negative market reaction but when that comes is anybody’s guess. The debt ceiling debate is
becoming more heated with the Republicans walking away and forcing the Democrats to do it on their own. The Republican
position is that the Democrats have the control and thus they should be the ones to do it. The Dems are reluctant to take the
political heat for the increased spending alone. It will be interesting to see how this plays out but absent a default, it will have
little long-lasting effect on the market. Lots of moving parts and lots that could go wrong. However, with the Fed spigot
continuing the markets look to be moving up again. We moved a little of our excess cash back into equities this week on the

weakness and will continue to evaluate next week. Have a great weekend and Titan Up.
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