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Fresh Invest S4E1 Transcript 
Episode Title: An investor’s briefing 
Episode Description: Volatile markets and inflation are top of mind for investors. We kick off season 4 by 
exploring the current economic and financial landscape and the tools investors can use to navigate it. 

Transcript: 

Alex Lieberman: 
Welcome to season four of Fresh Invest, your favorite investing podcast, sponsored by Fidelity 
Investments and powered by Morning Brew. I'm Alex Lieberman, co-founder and executive chairman of 
Morning Brew. If you're new to the podcast, welcome. If you've been tuning in over the last three 
seasons, it's great to have you back. We're so glad you're here. In season three, we focused on helping 
you find financial confidence during economic uncertainty. This time around, we're exploring strategies 
and tips to help you invest wisely wherever you are in life. With help from our friends at Fidelity, we'll 
dive into the investing life cycle in the context of today's market landscape, emerging trends, and long-
term wealth building strategies. Let's get into it. 
Now, last time I was behind the Fresh Invest mic, it was November of 2022 and things looked a little 
different. Silicon Valley Bank was still intact, federal student loan payments were paused, and the 
phrase generative AI would get you more confused looks than nods. Obviously, a lot has happened since 
then. So to kick things off, we'll explore how the economic and financial landscape has changed since we 
left off last season. And today we're joined by Fidelity's own Jurrien Timmer, who will review the current 
market trends, including market volatility and inflation. And of course, we'll talk through some tangible 
strategies that you can use to grow your investments in these conditions. Jurrien, it's good to have you 
back. 

Jurrien Timmer: 
Great to see you, nice to be back. 

Alex Lieberman: 
You are becoming a Fresh Invest regular or you're already a Fresh Invest regular, but for those who are 
new to the show, do you mind just quickly introducing yourself? 

Jurrien Timmer: 
Yeah, so I've been at Fidelity 28 years, but who's counting? My title is the director of global macro, and 
that's just a fancy way of saying that I look at the world from a top-down perspective, try to put sort of 
the pieces of the puzzle together in terms of all the noise and all the data that we get every day from the 
markets and what are the things that we actually should be focused on and how do we build a solid, 
sustainable portfolio out of that. 

Alex Lieberman: 
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I love it, and you look at the macro picture and you create macro reports as part of your job. And so if 
we rewind, we last spoke in November of 2022, so just give the audience a sense of how the macro 
landscape has changed since our last conversation. 

Jurrien Timmer: 
Well, it has changed a lot. So last November, the markets of course were just starting to recover from a 
28% decline, that was for the S&P 500. Of course, we didn't know in November in real time that the 
bottom was in. You never know these things in real time, but last year of course was the year of the 
valuation reset. So, bond yields went way up as the Fed had to really slam on the brakes in order to 
tame inflation, which so far seems to be happening, but equities reset, the PE went way down, bond 
yields went way up. And so at that point, we were all licking our wounds, if you will, wondering what the 
next chapter would be. And the consensus in the market was very much that, okay, this was the first 
shoe, valuations coming down as the Fed raises the cost of capital. 
And if you think about it this way, all investments are really valued as the present value of future cash 
flows, and that's true for bonds, it's true for stocks. And what the Fed was doing last year was raising the 
cost of capital and that requires a reset for all assets, and that's exactly what happened. So last 
November the thinking was, okay, fine, maybe this phase is over, but what's the next phase? Are 
earnings going to be the next shoe to drop, and will 2023 be the year that we get that recession that the 
yield curve has been sort of screaming at us about? 
And of course here we are, it's August of 2023, there is no recession, there is not even a soft landing 
barely, and the markets were caught off guard, the consensus was wrong, so far at least, that doesn't 
mean a recession isn't coming down the road, but the market started to kind of declare victory a little 
bit that the Fed at least is getting closer to being done. The Fed is still raising rates, so the Fed isn't done 
yet, but for the stock market, I think there has been a pivot away from the interest rate narrative 
towards the soft landing earnings recovery narrative, and that's what the market is betting on, and 2024 
will tell us whether that was the correct bet or not. 

Alex Lieberman: 
Totally, and so given the context of, let's call it a softer landing or a no landing at all that we're sitting in 
right now, how would you describe what the key factors are that are driving the investing landscape at 
this very moment? 

Jurrien Timmer: 
So, ultimately the markets come down to earnings, interest rates, that sets valuation. It comes down to 
sentiment, and clearly going into the year since our last episode, the market was sort of on the wrong 
foot. I think generally people were positioned defensively, expecting that earnings shoe to drop and the 
earning shoe has not dropped. First quarter earnings season actually came in pretty good, and the 
second quarter has come in pretty good as well. 80% of companies and second quarter earning season 
just wrapped up, 80% beating estimates by an average of seven percentage points is pretty good. Now 
overall, earnings are declining very, very modestly. They're estimated to be down 3% this year, which 
isn't very much. So, when I say that 80% are beating by a certain percent, it just means that earnings 
growth ended up being less bad than was expected. 
So, this has been the year of resilience really in the economy. And if you think about it, 70% of the 
American economy is consumer spending. People are spending money because they have jobs. 
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Unemployment is very low and wages, now that inflation has come down, it's still elevated, but it's a lot 
less elevated than it was, and now wages are starting to keep up with inflation better. So people have 
money in their pockets, they have jobs. We are not seeing wide widespread layoffs or anything like that, 
and so the economy just kind of continues to churn along. 

Alex Lieberman: 
Let's talk a little bit more about market volatility and specifically inflation. Obviously, you alluded to it 
before sharing how some of the intervention from the Fed appears to be having an impact on inflation, 
but from the retail investor's perspective, what are the asset classes or investment vehicles that are best 
suited for an inflationary environment or an environment where there is more market volatility? 

Jurrien Timmer: 
Yes, and it's interesting that last year, obviously stocks were down, bonds were down in price, but 
usually when you have volatility episodes, let's call it that, the bond market is the port in the storm, and 
that's the side of the market that acts very calm while the equity side, the more volatile side, is acting 
up. And last year, the bond market was really the center of the storm, that was the eye of the storm 
because yields had been so low during the 2020, '21 sort of COVID lockdown days, and so that's where 
the reset came from. So when we think about the markets now, the good news is that valuations have 
reset quite nicely, especially on the bond side. You can buy a 10-year treasury now for about 4.1, 4.2% 
inflation expectations per what we call the TIPS market, the Treasury Inflation-Protected bond market 
where you can buy treasuries, but priced in real yield terms. 
If you subtract the real yield of TIPS from the nominal yield of regular treasuries, you get an implied 
inflation rate, and that inflation rate is around two and a quarter, two and a half percent, which is the 
market's way of saying that the Fed will be successful in taming inflation. And remember, the CPI has 
already gone from 9% last year June to now 3%. So, we have seen significant improvements even though 
the core measures that the Fed is most interested in is still at 4%. So, that's still well north of the Fed's 
target, but the good news is that bonds are much better values today. So, you take the 4.2% on 
nominals, minus two and a quarter on TIPS, you get about a plus 2% real yield, and that's ultimately 
what's most important because when you're buying bonds and you locked them up for a long time, what 
you're getting after inflation determines what your real return is. 
And two years ago that real yield was minus two, today it's plus two, and that's assuming that the TIPS 
market of course is correct. And so, bonds are a much better value. If what the yield curve is saying 
about the economy is true, and we don't know if it is, but if we do get a recession down the road 
sometime in 2024, then you would think that bonds will do what they normally do, which is to protect 
investors from volatility. And again, last year bonds were in the eye of the volatility storm, but now that 
yields are much higher and the Fed is much, much further along the path of interest rate hikes, my guess 
is that bonds will be a better hedge than they were last year and as they generally are over time. 

Alex Lieberman: 
Totally, I want to talk in a moment about a recessionary environment if it were to happen and how 
investors should be thinking about and positioning themselves for it, but I want to talk about the other 
side of the inflation coin first, which is rates. Rates haven't been this high since I was eight years old. I 
don't know what grade I was in, but it was 22 years ago. How do you see this impacting current and 
future investments with where rates currently stand? 
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Jurrien Timmer: 
So, rates are the highest in 22 years, that's correct. So the Fed is now at four and a quarter to four... 
Sorry, five and a quarter to five and a half, so the Fed thinks of it as a range of a quarter point and a year 
and a half ago the Fed was at zero to a quarter. So it is one of the fastest, most aggressive rate hiking 
cycles that we've ever seen. And it was for good reason, of course, and that was the inflation that came 
out of the reopening following the pandemic, and there were other reasons for it as well. 
 And the way we think about it is, again, in real terms, so if the Fed is at five and a quarter to five and a 
half and the expectations are that the Fed is either done raising rates or getting very close to being 
done, and you take that TIPS break even, and again, the TIPS market doesn't have to be correct 
necessarily, but that's the collective wisdom, if you will, of the financial markets, and that wisdom or 
that collective opinion is saying that inflation will be around two and a half percent for the coming five 
years or so. 
So, you subtract two and a half from five and a quarter to five and a half, you get real rates of plus three. 
That is about where the Fed generally goes in terms of a hiking cycle. So the full cycle tends to be five, 
six percentage points from two to three below what we would consider a neutral rate, which is generally 
thought of as about three and a half percent or so, to about two to three percentage points above. So, 
we've had what appears to be the full pendulum swing from way below to way above, and that I think is 
how the markets are concluding that we're getting closer to the end. 
And the good news about that is if real rates have been stretched as far as possible to the upside, then 
any future surprises may be more likely to come from real rates falling and real rates going from positive 
to less positive or from positive to negative generally is considered a favorable development for the 
stock market, for the bond market, for crypto, you name it. Generally, the markets will feed on that in a 
positive way. So, the glass half full here is that yes, the Fed is very restrictive, that's very painful for a lot 
of asset classes as we've seen in the bond and the stock markets and other markets as well, but if we're 
getting toward that sort of that eighth or ninth inning, then maybe the next game will be more 
favorable. 

Alex Lieberman: 
Now, I want you to put yourself in the shoes of a retail investor right now who is worried about what the 
impact is of inflation on their portfolio. I think a lot of people will watch the news, they'll see at least 
where inflation was, and they'll hear that... What this does is it takes away purchasing power from the 
money that they have in the bank, and they get concerned of, are they going to be able to live in the 
same way? What are strategies that they should be employing given where inflation is? How would you 
be thinking about this if you were a retail investor that you were providing guidance to? 

Jurrien Timmer: 
So, one thing to remember is that stocks or equities historically have been a good hedge against 
inflation. Stock prices follow earnings. Earnings are measured in nominal terms because if a company 
sells more stuff, it's measured in price and volume. And so the stock market, generally speaking, not 
always, but generally speaking has been a good inflation hedge. So, you're compounding returns over 
time and those returns in nominal terms generally, historically speaking, have been above the inflation 
rate. So, if you go way back in time and you look at the average compound annual growth rate for the 
S&P 500, it's about 10, 11% in nominal terms. That doesn't mean that that's what you get every year, 
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but that's over the long term like a 50-year, 20-year period. And in real terms, it's about six and a half 
percent. So, that's over and above the inflation rate. 
And again, a lot of it comes down to whether the market is correct in expecting inflation to be under 
control going forward at about two and a half percent. And remember, as I mentioned before, the CPI 
has already gone from nine back down to three. So, three is pretty close to what the TIPS market has 
been saying. I think that the lifting will be a little heavier going forward because what we call the base 
effects, that rate of change calculation where you add in the current month and you drop out the data 
from 12 months ago, the base effects are basically behind us because the inflation peaked about 13 
months ago. 
So, getting from three to two will be harder than getting from nine to three, if you will, but still, the way 
a retail investor, I think, might look at this is you look at real rates, you look at historical probabilities, 
you look at the reset that has already taken place in the bond market from minus two real to plus two, 
you look at the valuation reset that happened, and of course, valuations have expanded over the past 
nine months or so since we last talked because last November the PE was at 15, today it's at 20, so it is a 
lot higher as the market anticipates this recovery. 
Remember, the market always anticipates, not always correctly, but it does always anticipate, but over 
the long term, if inflation is a big concern, then you want to look at those assets that hold their value the 
best, and that may be stocks over bonds, but even in the bond market you have different sectors. You 
have nominal treasuries, you have TIPS, the inflation protected bonds, you have corporate bonds, you 
have floating rate bonds. So, there's a pretty broad menu of items that you can choose from even within 
an otherwise fairly narrow asset class. 

Alex Lieberman: 
Absolutely, so we've spoken about inflation and how inflation has changed over the last nine months. 
We've talked about the Fed's policies around rates and how rates have moved over this period of time. 
We've talked about earnings and the modest change in earnings we've seen from companies relative to 
what the market anticipated. What are other current market trends that investors should be paying 
attention to right now? 

Jurrien Timmer: 
Well, as I mentioned, earnings, interest rates, valuation sentiment for the stock market, I think, are the 
four sort of pillars, if you will. And I would say the most noteworthy thing to mention that's happened 
between when we last talked in November to now is that the market has priced in a very specific 
scenario, it has priced in a soft landing, and we don't know if that soft landing is going to materialize. It 
has so far. I think this year certainly the economy has been firmer than most people expected, and you 
see this, if you look at economist growth projections for GDP at the beginning of the year. The 
economists were expecting basically no growth for the year. Now they're expecting close to 2% real 
growth. So, clearly those expectations have been reset and the market has probably correctly basically 
pivoted to that scenario, but the market has priced it in. 
So, the market always discounts the future, and so the PE ratio for the S&P has gone from 15 to 20. 
That's a pretty big move. That's an almost 30% move in the market. And so, now this soft landing has to 
continue to materialize or the markets might be sort of on the wrong foot. So, I think that really 
becomes the main issue I think for the next six to 12 months is, will the scenario that the market has 
already priced in now come to fruition? And if it does, the market can continue to rally because what we 
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see typically in a market cycle is you have a cyclical bottom, and it looks like last October may have been 
exactly that, and then you have an early cycle recovery based on eventually an earnings recovery, but 
the market discounts that. 
So, usually the price will start to rally two to three quarters before earnings, and so far we're on that 
timeline. The consensus expectations are for earnings to bottom basically in the third quarter. And what 
you see is that during those two to three quarters where the price is going up, but earnings haven't 
recovered, to the casual observer in the market, the price action doesn't make any sense because the 
price is divorced from what you see around you. 
And so, what needs to happen now is for those earnings to come in, and it looks like they are. Like I said, 
Q1 and Q2 earnings season were better than was expected, and if that earnings pivot comes and that 
earnings recovery happens, then the market can continue to advance on the basis of rising earnings, but 
the phase where it rises purely on the PE going up, that I think is now ending, and I think in the last few 
weeks we've seen some indigestion in the markets, and I think that's kind of a typical place where that 
happens because we've had that PE rally and now we need to transition to the earnings rally and those 
earnings need to come through. 

Alex Lieberman: 
Yep, makes total sense. You've alluded a number of times to a soft landing, but you did mention just the 
notion a recession earlier, and while anything can happen, it seems like the odds of a recession are 
lower or a full-blown recession and something closer to a soft landing is much more likely, but I told you 
I wanted to revisit the concept of a recession for investors. So the million-dollar question is, as a retail 
investor, how should I be thinking about investing into a recession should one happen? 

Jurrien Timmer: 
That's a great question, and it's one that I've fielded many, many times in recent months, and people 
ask, "Give me a recession portfolio. How do we invest recession proof?" And the problem is that 
recessions are... We know the yield curve is very inverted, and it has been inverted for a long time. So 
short-term rates are well above long-term rates, and they've been that way for almost a year. And we 
know historically that that yield curve signal has been very accurate in terms of forecasting a recession. 
So by that measure, we should get a recession maybe in 2024. The problem is that the lead times 
between the inversion of the curve and the eventual recession is all over the place. It can be as little as 
six months, it can be as long as two years. It doesn't really tell you how severe the recession will be, how 
long it lasts. 
And so my answer is always, in order to trade the recession playbook, you have to market time. And I 
can tell you, I've been in the business almost four decades and I can't do it, and I have all the resources 
at my disposal to try to do it. And it's just a really tough game because you need to know four things in 
order to trade around a recession. You need to know when it starts, you need to know how long it lasts, 
how bad it's going to be. And even if you know all of those things, you need to know what's already 
priced in because the market always discounts. And so, right now the market is not pricing in a 
recession, it's pricing in a soft landing. So at least you can have that as an angle, but it's a really tough 
game. And so, my advice always is have a well-balanced portfolio. 
It sounds kind of lame and boring, but have a portfolio that lets you sleep at night, but still trying to 
produce the returns that you need for retirement or whatever your goals are. And finding that 
intersection, which we call the efficient frontier between return and risk and having enough different 
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assets in that portfolio, so that the drawdown of the entire portfolio does not get to a point where you 
really can't sleep at night. And even worse, where it might trigger you to sell when you actually should 
be buying or at least holding. And so for me, it's finding that balance, I think is the best we can do in 
order to recession-proof our portfolio with the caveat that there is no such thing as recession proofing. 
I think that's a better strategy, in my personal view, than trying to trade around this playbook of, okay, 
when does the recession start, when does it end? And usually the NBER, the National Bureau of 
Economic Research is the official arbiter of recessions, and sometimes we don't even hear from them in 
terms of when a recession starts sometimes until after it's already over. And so, in real time it's really 
hard to play this game of timing around a recession. So, just having a portfolio that gets you what you 
need while being able to live with the volatility that occasionally happens, to me, that's still the best 
approach. 

Alex Lieberman: 
It sounds like unless you have a genie in a bottle or a friend who's a psychic, trading the recession 
probably isn't the best idea. As always, Jurrien, it's so incredibly valuable, all of the insights from your 40 
years of work that you share with the podcast, you've done for the last four years. So, we're super 
grateful for the time and can't wait to talk with you next year. 

Jurrien Timmer: 
Great, thank you very much. 

Alex Lieberman: 
Thanks for joining me today to kick off season four. I hope this conversation helped you understand a 
little bit more about today's economic conditions and how to navigate them as an investor. I said it last 
season and I'll say it again, it is an interesting time to be an investor. And like any challenge that pushes 
us outside of our comfort zone, I think we can use these market conditions to become better, wiser 
investors. Throughout the season, we'll continue to explore strategies that can help you diversify your 
portfolio, cushion stock market volatility, and offset the effects of inflation. Thanks again for listening, 
and make sure to join us next week when we'll be joined by a very special guest, the rich girl herself, 
Money with Katie. Katie will join us to talk about a very important topic, women's financial wellness. 
We'll discuss why men and women have such different lived experiences when it comes to money, and 
how women can overcome the unique financial challenges that they face. Thank you so much for 
listening, and we'll catch you next episode. 

On-Screen Disclosure: 
This podcast was created on behalf of Fidelity Investments by the Morning Brew Creative Studio, and 
does not reflect the opinions or point of view of the Morning Brew editorial team. Fidelity and Morning 
Brew are independent entities.  

Information presented herein is for discussion and illustrative purposes only and is not a 
recommendation or an offer or solicitation to buy or sell any securities. 
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The views and opinions expressed by the speaker are his or her own as of the date of the recording and 
do not necessarily represent the views of Fidelity Investments or its affiliates. Any such views are subject 
to change at any time based on market or other conditions. Fidelity disclaims any responsibility to 
update such views. These views should not be relied on as investment advice, and because investment 
decisions are based on numerous factors, may not be relied on as an indication of trading intent on 
behalf of any Fidelity product. Neither Fidelity nor the Fidelity speaker can be held responsible for any 
direct or incidental loss incurred by applying any of the information offered. 

Please consult your tax or financial advisor for additional information concerning your specific situation. 

This podcast is intended for US persons only, and it's not a solicitation for any Fidelity product or service. 
This podcast is provided for your personal non-commercial use and may contain copyrighted works of 
FMR LLC, which are protected by law. You may not reproduce this podcast in whole or in part in any 
form without permission of FMR LLC.  

Fidelity and the Fidelity Investments in pyramid design logos are registered service marks of FMR LLC, 
copyright 2023 FMR LLC. All rights reserved.  

Past performance is no guarantee of future results. 

Investing involves risk, including risk of loss. 

As of 08/15/2023. 

Standard & Poor's 500 (S&P 500): 
An unmanaged market-weighted index of 500 of the nation's largest stocks from a broad variety of 
industries. The S&P 500 represents about 80% of the total market value of all stocks on the New York 
Stock Exchange. Market-weighted means that component stocks are weighted according to the total 
value of their outstanding shares. 

**Lower yields -** Treasury securities typically pay less interest than other securities in exchange for 
lower default or credit risk. **Interest rate risk -** Treasuries are susceptible to fluctuations in interest 
rates, with the degree of volatility increasing with the amount of time until maturity. As rates rise, prices 
will typically decline. **Call risk -** Some Treasury securities carry call provisions that allow the bonds 
to be retired prior to stated maturity. This typically occurs when rates fall. **Inflation risk -** With 
relatively low yields, income produced by Treasuries may be lower than the rate of inflation. This does 
not apply to TIPS, which are inflation protected. **Credit or default risk -** Investors need to be aware 
that all bonds have the risk of default. Investors should monitor current events, as well as the ratio of 
national debt to gross domestic product, Treasury yields, credit ratings, and the weaknesses of the dollar 
for signs that default risk may be rising. 
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Diversification and asset allocation do not ensure a profit or guarantee against loss. 

Fidelity Brokerage Services LLC, member NYSE, SIPC, 900 Salem Street, Smithfield, Rhode Island 02917.
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