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The fiscal cliff agreement addresses the tax cliff….

► Permanently extends 2001 and 2003 tax relief for middle-income families, 
while allowing the tax relief to expire for higher-income families.

► Allows the temporary 2% payroll tax cut to expire as scheduled.  

► Allows new taxes enacted under the healthcare law to take effect as 
scheduled.

► Higher taxes primarily affect income, wages/earnings, estates, and 
investment income.
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…but does not address several fiscal issues

Items left out of the fiscal cliff agreement will shape the policy landscape in 
2013:

► The debt limit was not raised

► The budget sequester was delayed, but only by two months

► Meaningful deficit reduction was not included
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2013:  Key Dates

February 4: President’s budget 
due, but deadline will be missed

February 12:               April 15: Deadline for passing

March 1: Budget sequester 
takes effect

State of the Union April 15: Deadline for passing 
House and Senate budget 
plans

February May

takes effect

March April

March 27: Government 
funding expires

May 19: Debt limit 
suspension ends*
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Cliffs or Slopes?

► March 1:  Sequester takes effect
• Spending authority reduced by $85 billion in FY2013
• Half from defense and national security; half from domestic programs
• Several programs are exempt

► March 27: Government funding expires
• Partial government shutdown may occur if funding for government agencies is not 

extended

► May 19: Debt limit suspension ends*
• Use of extraordinary measures could potentially extend borrowing authorityUse of extraordinary measures could potentially extend borrowing authority 

beyond May 19
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•This chart shows 
the 2009-12 bull
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Daily data as of February 8, 2013.
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•The global 
market cycle has

Where Are We in the Market Cycle?
Where Are We in the Market Cycle?

market cycle has 
moved further 
into mid-cycle 
territory in recent 
weeks.

1mo ago

3mo ago

1mo ago 1mo ago

1mo ago
3mo ago

3mo ago

3mo ago

20% 45% 25% 10%

early cycle mid cycle late cycle down cycle

Market Cycle

12

Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Weekly data as of February 8, 2013.
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Economic Diffusion Indices
Source: FMRCo Haver Analytics ISI

•Many of the 
various high

Economy Momentum on the Rise
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10 •The question is, 
has the market 
rallied too far in 
relation to the 
fundamentals?
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Weekly data as of February 8, 2013.



•Besides 
improving

Markets Are Supported by QE
The Fed's System Open Market Account (SOMA)

Data Source: FMRCo, Bloomberg.  Weekly data. improving 
economic 
momentum, 
stocks are also 
being supported 
by the Fed’s
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Weekly data as of February 8, 2013.

300
Aug-08 Feb-09 Aug-09 Feb-10 Aug-10 Feb-11 Aug-11 Feb-12 Aug-12 Feb-13



•The market’s 
internal strength

Strong Breadth
1550 Market Breadth 

Weekly Data. Data Source: FMRCo internal strength 
is the strongest it 
has been in 
several years, 
resulting in an 
overbought1350
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overbought 
condition.  

•The question is 
whether this is a 
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Weekly data as of February 8, 2013.
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•Investors and 
strategists have

Ebullient Sentiment 
370

Global Equity Fund & ETF Flows
Weekly Data Data Source: FMRCo EPFR strategists have 

become much 
more optimistic in 
recent weeks.
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Weekly data as of February 8, 2013.
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•Last year, Wall 
Street strategists

Wall Street is Bullish
1650
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Annual data as of 2011.
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•M1 money 
supply growth

Better Days Ahead for the Eurozone? 
Europe

S FMRC M thl D t C t b MKM P t supply growth 
tends to lead 
earnings by 
about a year.  

•The recent up-
i M1 h

Source: FMRCo.  Monthly Data.  Concept by MKM Partners

turn in M1 growth 
in the Eurozone 
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earnings growth.100
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Data source: FMR, Haver Analytics, Factset.  Monthly data as of 8 February 2013.
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China

Source: FMRCo Bloomberg Haver Analyitics
•China’s economy 
is rebounding

China in Low Quality Rebound
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Monthly data as of February 8, 2013.



•The performance 
of EM equity

Recovery in EM
1600 EM & Global FX Reserve Growth

S FMRC Bl b H M thl D t of EM equity 
markets and 
currencies 
appears to be 
closely linked to 
the growth of

Source: FMRCo, Bloomberg, Haver.  Monthly Data.  

the growth of 
global FX 
reserves (or the 
lack thereof).  

•With the growth 
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Monthly data as of February 8, 2013.
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•After a three 
decades long

The Debt Deleveraging Super-Cycle
Secular Trends
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Data source: FMR, Haver Analytics, Factset.  Quarterly data as of 8 February 2013.
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1500
1525 Headline Risk

Weekly Data Data Source: FMRCo
•The good news 
is that the fiscal

The Fiscal Cliff(s): a Known Unknown?
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Monthly data as of February 8, 2013.



•The Fed is not 
only doing more

QE4 Risks Inflation
1650 TIPS Break-Evens & Fed Policy

Data Source: FMRCo Haver Analytics only doing more 
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Data source: FMR, Bloomberg, Haver Analytics, Factset, CQG.  Monthly data as of February 8, 2013.
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•There are 
technical signs

Is the Secular Bear Market Ending?
Is the Secular Trend Turning?

Source: FMRCo. Monthly Data. technical signs 
that the secular 
bear market for 
equities since 
2000 is turning.  
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Data source: FMR, Haver Analytics, Factset.  Quarterly data as of 8 February 2013.
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•If a new secular 
bull market is

The Great Rotation?
3200 Pension Fund Allocations

Source: FMRCo Bloomberg Fed Flow of Funds bull market is 
indeed 
underway, it will 
take a long time 
for most 
investors to catch1600
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Important Legal Information

P t f i t f f t ltPast performance is no guarantee of future results.

The information presented reflects the opinions of Jurrien Timmer, Director of Global Macro, for Fidelity Asset 
management as of January 29, 2013. These opinions do not necessarily represent the views of Fidelity or 
any other person in the Fidelity organization and are subject to change at any time based upon market or 
other conditions. Fidelity disclaims any responsibility to update such views. These views may not be relied on 
as investment advice and, because investment decisions for a Fidelity fund are based on numerous factors, 
may not be relied on as an indication of trading intent on behalf of any Fidelity fund.

As with all of your investments through Fidelity, you must make your own determination whether an s t a o you est e ts t oug de ty, you ust a e you o dete at o et e a
investment in any particular security or fund is consistent with your investment objectives, risk tolerance, 
financial situation, and your evaluation of the investment option. Fidelity is not recommending or endorsing 
any particular investment option by mentioning it in this conference call or by making it available to its 
customers. This information is provided for educational purposes only, and you should bear in mind that laws 
of a particular state and your particular situation may affect this information.

Information provided in the podcast is general and educational in nature, is provided for informational 
purposes only, and should not be construed as legal or tax advice. The statements and opinions expressed 
are those of the author and not necessarily those of Fidelity. Fidelity Investments cannot guarantee the y y y g
accuracy or completeness of any statements or data.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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Important Legal Information

A diff i i d i th d f i i th t d f f t ti ti l i If tA diffusion index is a method of summarizing the common tendency of a group of statistical series. If a greater 
number of the series are rising than are declining, the index will be above 50; if fewer are rising than declining, it will 
be below 50.

MSCI All Country World- MSCI ACWI (All Country World Index) Index is a market capitalization weighted index that 
i d i d t th i t bl it k t f f l b l i t f d l d d iis designed to measure the investable equity market performance for global investors of developed and emerging 
markets.

The Value Line Index is equally weighted and arithmetically averaged based on the price change of each of the 
index's 1650 component stocks from the previous day's close. Source: Kansas City Board of Trade

The Russell 2000 Index is a market capitalization–weighted index designed to measure the performance of the 
small-cap segment of the U.S. equity market .  It includes approximately 2,000 of the smallest securities in the 
Russell 3000 Index.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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Important Legal Information

Th MSCI E I d i k t it li ti i ht d i d th t i d i d t th i t bl itThe MSCI Europe Index is a market capitalization-weighted index that is designed to measure the investable equity 
market performance for global investors of the developed markets in Europe.

The Shanghai Stock Exchange Composite Index is a market capitalization-weighted index. The index tracks the daily 
price performance of all A-shares and B-shares listed on the Shanghai Stock Exchange.

The Dow Jones Industrial Average, published by Dow Jones & Company, is a price–weighted index that serves as a 
measure of the entire U.S. market. The index comprises 30 actively traded stocks, covering such diverse industries 
as financial services, retail, entertainment, and consumer goods.

The MSCI Emerging Markets Index is a market capitalization-weighted index that is designed to measure theThe MSCI Emerging Markets Index is a market capitalization weighted index that is designed to measure the 
investable equity market performance for global investors in emerging markets.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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F i i t t i ll th i i k t i l t i k d ff tForeign investments, especially those in emerging markets, involve greater risks and may offer greater 
potential returns than US investments. These risks include the political and economic uncertainties of foreign 
countries, as well as the risk of currency fluctuations.

Sector investments may involve greater volatility than more broadly diversified investments.

Lower-quality debt securities involve greater risk of default or price changes due to the credit quality of the 
issuer.

The S&P 500® and S&P, are registered trademarks of The McGraw-Hill Companies, Inc., and are licensed 
for use by Fidelity Distributors Corp., and its affiliates.  The S&P 500 Index is an unmanaged market 
capitalization-weighted index of common stocks.  

All indexes are unmanaged and no investment may be made in any index. Stock values fluctuate in response 
to the activities of individual companies and general market and economic conditions.  Small-cap stocks are p g p
generally more volatile than large-cap stocks. Value stocks can perform differently from the market as a 
whole. They can remain undervalued by the market for long periods of time.

30-year treasury and 10 year treasury are a fixed income securities backed by the full faith and credit of the 
U S government and are used as benchmarks for the pricing of various corporate fixed income instrumentsU.S. government and are used as benchmarks for the pricing of various corporate fixed income instruments.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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Important Legal Information

Fid lit d t id l l t d i L f ti l t t l hi h b li bl tFidelity does not provide legal or tax advice. Laws of a particular state or laws which may be applicable to a 
particular situation may have an impact on the applicability, accuracy, or completeness of such information. 
Federal and state laws and regulations are complex and are subject to change. Changes in such laws and 
regulations may have a material impact on pre- and/or after-tax investment results. Fidelity makes no 
warranties with regard to such information or results obtained by its use Fidelity disclaims any liability arisingwarranties with regard to such information or results obtained by its use. Fidelity disclaims any liability arising 
out of your use of, or any tax position taken in reliance on, such information. Always consult an attorney or 
tax professional regarding your specific legal or tax situation.

The Fed Funds rate is the rate of interest on overnight loans of excess reserves among commercial banks. 
30 t d 10 t fi d i iti b k d b th f ll f ith d dit f th30-year treasury and 10 year treasury are a fixed income securities backed by the full faith and credit of the 
U.S. government and are used as benchmarks for the pricing of various corporate fixed income instruments. 
The S&P Gold group is an index of gold stocks as defined by Standard & Poor’s. The NAREIT All Issues 
REITs Index is an index of real estate investment trusts as defined by the Nat’l Assoc. of Realtors.

All data downloaded from Haver Analytics.  All country and regional equity indices: MSCI. All bond indices: 
Barclays. Gold: Handy & Harman. All GSCI: Goldman Sachs Commodity Index. Currencies: Morgan Stanley. 
Hedge Fund Data: Hennesee.

Before investing in any mutual fund, please carefully consider the investment objectives,Before investing in any mutual fund, please carefully consider the investment objectives, 
risks, charges, and expenses. For this and other information, call or write Fidelity for a free 
prospectus or, if available, a summary prospectus. Read it carefully before you invest.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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