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Market Assesses First Republic, GDP Report
Financial markets can be challenging to understand. And when markets enter 
a “bad news is good news” cycle, it becomes even more challenging to follow 
along.

Stock prices rallied at the end of April after the Commerce Department reported 
that first-quarter gross domestic product (GDP) rose at a 1.1% annualized 
rate. That was well short of the 2% that economists were expecting.1

Then, a few days later, the financial markets shrugged off news that a regional 
bank was rescued by federal regulators and was acquired by a multinational 
U.S. bank. It was the third bank issue in the past 60 days.2

So why would stocks rally on a bad GDP report and news of another bank being 
closed?

With the GDP report, Wall Street concluded that despite the lower-than-
expected number, the overall report showed the consumer was still spending, 
so the “bad news” had a “good news” silver lining. Remember, consumer 
spending accounts for about 70% of total economic activity.3

With the regional bank, the markets focused on the good news from the 
winning bidder, which expressed confidence that the regional bank crisis was 
ending.2
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If you respond, “that’s nonsense,” you’re not alone. 
When the market enters a “bad news is good news” 
cycle, it can be difficult for even the most seasoned 
investors to anticipate how markets will react to 
any economic update or news event.

When we created your portfolio, we anticipated 
there would be times of financial uncertainty. So 
we’re not letting the market dictate any decisions. 
Instead, we base our decisions on your goals, time 
horizon, and risk tolerance.
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“Risk comes 
from not 

knowing what 
you are doing.”

- WARREN BUFFETT
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OUR OFFICE WILL BE CLOSED MONDAY, MAY 29TH 
IN OBSERVANCE OF MEMORIAL DAY.


