Market Commentary
February 29, 2016
Dear Investors:
It wasn’t as entertaining as the Fantastic Four, The Magnificent Seven, or Ocean’s 11 but, last week, we
had an opportunity to watch the Group of 20 (G20).
The G20 stars finance ministers and central bankers from 19 countries and the European Union as well as
representatives from the International Monetary Fund (IMF) and World Bank. The group meets
periodically to discuss the global economy.
At their most recent meeting, the G20 made a commitment to continue to pursue global growth through
monetary policy. They also emphasized governments around the world need to do more. The IMF’s report
stated:
“In advanced economies, securing higher and sustainable growth requires a mix of mutually-reinforcing
demand and supply policies. On the demand side, accommodative monetary policy remains essential where
inflation is still well below central banks’ targets. However, a comprehensive approach is needed to reduce
over-reliance on monetary policy. In particular, near-term fiscal policy should be more supportive...”
In other words, the world has been depending on monetary policies, which are determined by central
banks, to encourage growth. Now it’s time for fiscal policies, which are measures implemented by
governments (e.g., tax cuts, government spending), to strengthen economies.
BloombergBusiness reported the event might have disappointed investors who were hoping for a finale
featuring a coordinated stimulus plan for the global economy. If so, it didn’t reflect in the performance of
U.S. stock markets. ABC News reported an oil price rally helped push stock prices higher last week and so
did some positive economic data. Fourth quarter’s U.S. gross domestic product, the value of all goods and
services produced in the United States, was revised upward from 0.7 percent to 1.0 percent.
All major U.S. indices finished in positive territory for the second consecutive week.
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IF YOU LIKE FAST FOOD AND A GOOD DEAL, YOU CAN FIND A REALLY CHEAP BIG
MAC IN RUSSIA.
The Economist created The Big Mac Index 30 years ago as a rough-and-ready gauge of world currencies.
The index is based on the idea when currencies are aligned correctly, the same product (in this case, a Big
Mac®) should have the same price in different countries when that price is denominated in a single
currency. This is called purchasing power parity (PPP).
For the purposes of this commentary, we looked at the price of a Big Mac in U.S. dollars. Early in 2016, a
Big Mac cost a hungry American about $4.93. In Russia, it cost about a $1.53, in the Euro area $4.00, and
in Switzerland, about $6.44. These prices indicate the Russian ruble is undervalued by about 69 percent,
the Euro is undervalued by about 19 percent, and the Swiss franc is overvalued by almost 31 percent.
Switzerland is an outlier, according to The Economist:
“Americans hunting for cut-price burgers abroad are spoilt for choice: the index shows most currencies to
be cheap relative to the greenback. This is partly owing to the Federal Reserve’s decision to raise interest
rates when the central banks of the euro zone and Japan are loosening monetary policy... Another force
weakening many currencies, including the ruble, has been the ongoing slump in commodity prices since
mid-2014. Shrinking demand from China and a glut of supply have sapped the value of exports from
Australia, Brazil, and Canada, among other places, causing their currencies to wilt, too.”
In theory, when a country’s currency depreciates relative to that of its trading partners, the country’s
exports should become more attractive because they are less expensive and should boost economic growth.
However, depreciation hasn’t produced the results many expected.
One explanation, offered by both the World Bank and the IMF, is globalization. If a country’s exports are
part of a global supply chain, then the cost of materials imported to create the exports may offset gains
from currency depreciation. According to The Economist, “The IMF thinks this accounts for much of the
sluggishness of Japan’s exports; the World Bank argues that it explains about 40 percent of the diminished
impact of devaluations globally.”
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Weekly Focus – Think About It
“If a man does not keep pace with his companions, perhaps it is because he hears a different drummer. Let
him step to the music which he hears, however measured or far away.”
--Henry David Thoreau, American author.
Best regards,

John Y. Kim, J.D., LL.M.
President
P.S. Please feel free to forward this commentary to family, friends, or colleagues. If you would like us to
add them to the list, please reply to this e-mail with their e-mail address and we will ask for their
permission to be added.
Securities offered through LPL Financial, Member FINRA/SIPC.
* International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all investors. These risks are
often heightened for investments in emerging markets.
* The fast price swings in commodities and currencies will result in significant volatility in an investor’s holdings.
* Government bonds and Treasury Bills are guaranteed by the U.S. government as to the timely payment of principal and interest and, if held to maturity, offer a
fixed rate of return and fixed principal value. However, the value of fund shares is not guaranteed and will fluctuate.
*Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and are subject to market, interest rate and credit risk as
well as additional risks based on the quality of issuer coupon rate, price, yield, maturity, and redemption features.
* The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general. You cannot invest
directly in this index.
* The Standard & Poor’s 500 (S&P 500) is an unmanaged index. Unmanaged index returns do not reflect fees, expenses, or sales charges. Index performance is
not indicative of the performance of any investment.
* The Dow Jones Global ex-U.S. Index covers approximately 95% of the market capitalization of the 45 developed and emerging countries included in the
Index.
* These views are those of Peak Advisor Alliance, and not the presenting Representative or the Representative’s Broker/Dealer, and should not be construed as
investment advice.
* This newsletter was prepared by Peak Advisor Alliance. Peak Advisor Alliance is not affiliated with the named broker/dealer.
* The 10-year Treasury Note represents debt owed by the United States Treasury to the public. Since the U.S. Government is seen as a risk-free borrower,
investors use the 10-year Treasury Note as a benchmark for the long-term bond market.
* Gold represents the afternoon gold price as reported by the London Bullion Market Association. The gold price is set twice daily by the London Gold Fixing
Company at 10:30 and 15:00 and is expressed in U.S. dollars per fine troy ounce.
* The Bloomberg Commodity Index is designed to be a highly liquid and diversified benchmark for the commodity futures market. The Index is composed of
futures contracts on 19 physical commodities and was launched on July 14, 1998.
* The DJ Equity All REIT Total Return Index measures the total return performance of the equity subcategory of the Real Estate Investment Trust (REIT)
industry as calculated by Dow Jones.
* Yahoo! Finance is the source for any reference to the performance of an index between two specific periods.
* Opinions expressed are subject to change without notice and are not intended as investment advice or to predict future performance.
* Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful.
* Past performance does not guarantee future results. Investing involves risk, including loss of principal.
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* You cannot invest directly in an index.
* Consult your financial professional before making any investment decision.
* Stock investing involves risk including loss of principal.

Sources:
http://www.g20.utoronto.ca/g20whatisit.html
http://www.bloomberg.com/news/articles/2016-02-27/g-20-wish-list-wants-governments-to-do-more-central-banks-less
http://www.imf.org/external/np/g20/pdf/2016/022616.pdf (See the Executive Summary)
http://www.investopedia.com/terms/f/fiscalpolicy.asp
http://abcnews.go.com/Business/wireStory/us-global-stocks-rise-us-economic-data-china-37220437?nfo=/desktop_newsfeed_ab_refer_homepage
http://www.economist.com/content/big-mac-index (or go to https://s3-us-west-2.amazonaws.com/peakcontent/+Peak+Commentary/02-29-16-TheEconomistThe_Big_Mac_Index-Footnote_6.pdf)
http://www.economist.com/news/finance-and-economics/21685489-big-currency-devaluations-are-not-boosting-exports-much-they-used-after (or go to
https://s3-us-west-2.amazonaws.com/peakcontent/+Peak+Commentary/02-29-16_TheEconomist-After_the_Dips-Footnote_7.pdf)
http://www.brainyquote.com/quotes/quotes/h/henrydavid141463.html
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