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Presentation Structure

A Historical approaches to explanation

A Modern techniques as improvement
I Understanding probability
I Using research findings to better forecast |
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A Identify nonsense and venture an f
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A Predictions
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Past Approaches to Uncertainty

A Delphic Oracle
A Ambiguity
I 1 Ching |
I Nostradamus (
AModern day fdexpertso
I Pundits
I Wall Street Analysts ‘

| Economists 4
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Wall Street Projections i

1 As Reported Earnings Per Share — Year-Over-Year Growth (%) I

Actual Forecast
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Source: Gerring Capital Partners, Standard & Poor’s

Associates

W: & - _— - ha———



Economist Accuracy i

Average GDP Forecast by WSJ Survey of
Economists in December for Following Year:
Predicted Value minus Actual Value* !
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* Both predicted and annual as sum of 4 quarters (SAAR)
Source: The Wall Street Journal
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Authors of Influence

A Nassim Nicholas Taleb:
I Fooled by Randomness
I The Black Swan
I Antifragile
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Probabilities
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Probabilities

Not Swapping Swapping
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Authors of Influence

Ethzsi’_;]nal
: and the noise
A Nate Silver f :
i fivethirtyeight.com e b e .
i the signal and the noise °“*°me %t | N |
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Superforecasting

A Break down problem into smaller pieces

A Quantify prediction with percentages

A Balance:
I Sources of information (for and against)
I Reaction to new data (significant or noise)

A Honestly critique previous predictions
and adjust
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Authors of Influence

A Adam Kucharski: |
I The Perfect Bet f |
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Economic Nonsense

A Massive fiscal and monetary stimulus

have produced sub-par growth and low
Inflation
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Longer -term GDP Growth

2% growth

Real GDP growth, four-year trailing average
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Decelerating Inflation

The Long Durable-Goods Deflation, Yet Again

Annual change in prices for personal consumption expenditures

. Services Mondurable goods . Durable goods
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_Pushing on a String

3 FRED&J" — Velocity of M1 Money Stock {left)
— Velocity of M2 Money Stock (right)

— Velocity of MZM Money Stock (right) ‘
x 36 ‘
10 33 "
9 2.0
g 27
= =
] 24 &
g ’ E; [
5 2.1
5 1.8
, . 15 {
RN
3 1.2
1960 1970 1980 1980 2000 2010
research.stlouisfed.org myf.red/g/307W

Associates

2 £ A



i | Debt

4 Private Debt to GDP
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Demographics
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Economic Nonsense
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A Negative Interest Rates
:

m
AssociatesJ
W

l - f P e e e g A G, A LTINS B O N N T e




Tuesday, February 09, 2016 6:56 AM ET % Exclusive

Fed stresses bank models with negative Treasury yie%;
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Negative Interest Rates

Central banks with negative interest rates
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| never' t heuig hit S2iSes
When Central Banks would choose to qay,

Negative rates, today, today!
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Negative Interest Rates

Spreading Negativity

Government bonds subject to negative
interest rates have risen more than sixfold
over the past year, reflecting the adoption
of the policy in Japan and Europe.

YIELD

Negative | Positive

Face value of negative-yielding bonds
in J.P. Morgan Global Bond Indexes

2015 2016

$972B  $6.623T

BOND MATURITY IN YEARS

Japan
Switzerland
Germany
Netherlands
Belgium

France

Sweden

Denmark

Italy

Spain

Sources: ANZ Research; FactSet; ThomsonReuters; J.P, Morgan Chase
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Note; Data are for March 3 of each year
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__Demand for Safety
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