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FOCUSED ON WHAT MATTERS MOST.

Outsourced Thinking

By Casey Clarke

An interesting thing happens when one thinks about
the act of thinking — either it’s daunting and hard, and
the process aborted, or it makes one aware of just
how hard it is to maintain control of it. The reality is,
those who seek to convince, manipulate, or control
others would rather they not think for themselves, and
sadly, plenty are happy to comply. It’s a massive time-
saver to be given information rather than to seek it out
- even better when it comfortably conforms to our
predispositions. But, if we choose to maintain control
over our thinking, we are making a conscious decision
to experience discomfort. Why? Because the world
gets a whole lot more complex than we were led to
believe, and to sort through that complexity sends
smoke pouring from both ears. There is no other way
to learn but to run the neurons at full speed entertain-
ing different scenarios, questioning orthodoxy, and
considering different perspectives. To be given the
answers is to bypass learning.

| write often about the close proximity of the financial
world to everything else, for the simple reason that
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money and power drive just about everything. Under-
standing this human reality gives one a tremendous
leg up in assessing the lay of the land. A local student
interested in the field of finance asked me recently,
“What’s something | could do to best prepare for a
career in financial services?” My answer to him was to
read as much as he could about investments, finance,
and economic theory. Then, when he thought he had a
solid understanding of everything, seek out the oppo-
site points of view on all those topics and seek to un-
derstand them just as well. Now you can start thinking
for yourself and begin the process of learning and
knowing. When this becomes habit, you are valuable.
Importantly, you become valuable to the people you
seek to help and serve, but much less valuable to
those whose interest is for you to serve them. This is a
choice all young people must make as they think about
growing up and finding their place in the world: Who
do | seek to serve? The answer will go a long way to-
ward determining the path they take and the learning
process along the way.



Last month, | talked about some common investment misconceptions: stocks always go up, markets are free, and
experts always “eat their own cooking,” so to speak—all of which are demonstrably false. What we have learned
repeatedly over 28 years of experience in financial markets is that we simply cannot blindly trust reports or narra-
tives coming from Wall Street information sources, given the conflicts of interest and profit incentives at play. That
doesn’t necessarily mean that they’re false, ill-intended, or aren’t valuable, but it absolutely means that we need to
inspect them carefully before accepting them as true or factual. Case in point: we are (and have been for a number
of years) in the biggest U.S. stock market bubble in history by a handful of measures, which historically has been a
horrible time to invest. So horrible, in fact, that returns from bubble peaks over the ensuing 10 to 12-year periods
have been flat to negative. Forget about adjusting for inflation—that makes it even worse. One would think the
“experts” on Wall Street, along with their firms, would be blasting this message out to help protect their clients—
but that doesn’t happen. What small admissions we occasionally get are typically hedged or downplayed, giving
investors the impression that there is no alternative, or that time alone will iron out the wrinkles. The point is, be-
fore we can formulate our own opinion, we first have to understand the “issues” present within the information
landscape and seek out multiple perspectives. Over time, following this process has just reinforced our cynicism
around large institutional conflicts and the importance of thinking for ourselves. Pick your large institution, exam-
ine its connection to industry, and repeat.

There’s a pattern one starts to notice after embarking on the journey of regaining control over their thinking: the
people they once viewed as confident experts sometimes turn out not to be. It’s the Dunning-Kruger effect in ac-
tion: the less we know, the more confident we tend to feel. On the other hand, those we may have viewed as less
confident or wishy-washy often turn out to be far more knowledgeable than we thought. The more we know, the
more we realize how much we don’t know—the makings of humility. These are the people who have much less
trouble saying, “l don’t know,” or who view matters along a spectrum of confidence, rarely feeling completely
confident about anything. This is a hard place for most people to operate from. We tend to prefer black and white.

The return on investment for those who’ve made it this
far into this monthly quip is twofold. First, know that we
always do our best to understand exactly what’s going —

on in the world, how it affects financial markets, and how

best to position and prepare our clients accordingly. We » _ ]

view it as our responsibility to think very broadly, as We view it as our
everything tends to boomerang back to financial markets responsibility to think
one way or another. Second, | think it’s always helpful to
be mindful of how we think. In other words, what do we
think we know? How confident are we in that everything tends to
knowledge? And, do we have just as thorough an under-
standing of the counter-argument or opposing view-
point? If not, there’s a good chance we’ve gained per- ﬁnancial markets one way

very broadly, as

boomerang back to

ceived knowledge from a narrative or heuristic rather or another.”
than from objective thought. Pick your topic. Reflect on

those questions. If there hasn’t been smoke pouring

from both ears—or if you feel too comfortable and confi- [R—

dent in your conclusions—then you may have out-
sourced your most valuable asset: your thinking.



Short-term Returns, Longer-term
Cycles, and the Role of De-Dollarization

By Steve DeBoth

Those watching the performance of risk assets like stocks and commodities since the beginning of the year can be
forgiven if their heads are spinning. Most risk assets were up the first two months of the year, with the S&P barely
so. March saw most risk assets sell off, except oil which continued its upward climb, only for stocks to rebound in
April while precious metals continued seeing more sellers than buyers, and oil moved sideways. Up, up, sideways
for oil; up, down, down for precious metals; and, up, down, up for stocks. Every month there’s a new winner and a
new loser. It’s easy not to have a clear picture of what has actually been happening to asset values this year, both
risk assets as well as the more conservative assets.

Through a couple days ago, the performance of major asset categories and some of the subcategories contained
inside so far this calendar year were:
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Bond indexes are having a very quiet year, averaging less than 1% growth so far, which annualizes to around 2.5%.
Large cap stock indexes, both foreign and domestic, are certainly performing better, with their average increase so
farin 2026 between 5 and 6%, which if that pace were to continue would come in around 18% on the year. Precious
metal gains on the year are similar to large cap stocks’, also annualizing to around 18%. Commodity indexes with
high oil allocations are the clear winners so far this year, up over 40% year-to-date which extrapolates out to an
over 200% gain on the year. Again, were the current pace to continue. With all the turmoil, risk assets are still per-
forming pretty well, but notice how the star performer is oil-heavy commodities. Incidentally, they were rising
before any shots were fired.

Considering how these times of turmoil have not knocked stocks down far at all, and how it is a tangible asset like
oil that is the clear winner, it may be no surprise that since volatility picked up noticeably at the end of 2018, stocks
have also done well over that time period, and that another tangible asset class, precious metals, has outper-
formed everything by a wide margin:
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Since the end of September 2018, bonds have underperformed, stocks have hit their long-term averages, more or
less, with large cap US stocks delivering superior returns in that group, but precious metals have averaged over 20%
per year for nearly 8 years. What explains that?

Risk assets move through cycles where stocks outperform metals for a while, and then it flips to metals outper-
forming stocks. Even within stocks, domestic indexes beat foreign indexes for a period of years, and then it switch-
es to foreign outperforming domestic. The chart below shows the periods where the S&P 500 outperformed gold
and silver, and also the periods where metals outperformed stocks, going all the way back to the 1960’s:
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The light blue shaded areas are when metals were beating stocks, and the red shaded areas are the reverse, where
stocks were beating metals. It’s hard to see on this particular chart, but the inclusion of some trend lines in the
chart below makes it more apparent:

1500.0

1000.0

98 00 02 04 06 08 10 12 14 16 18 20

With the inclusion of the trendlines, it’s easier to see when one asset is going up, the other asset is going sideways
or down. So, from the late 60’s to the very early 80’s, it was precious metals that were doing well with the S&P
500 moving sideways. Then for almost 20 years, stocks were on a tear and precious metals were giving back some
of their previous gains. From the top of the tech bubble through the great recession recovery, it was metals pro-
ducing massive gains, only for large cap US stocks to continue on after the great recession recovery, averaging
over 13% per year between 2012 and today. Which brings us to the upper right of the chart, where | have circled in
red. The trend lines in that circle show the longest period where both metals and the S&P 500 were all increasing
dramatically at the same time. This period is the same one illustrated in the second bar chart, where the S&P is up
over 14% per year, well above its long-term average, while gold and silver are up around 20% per year. Are we still in
the period where stocks outperform metals, or did that flip somewhere after September 20182 We will only answer
that question years from now when we have the benefit of hindsight, because with both stocks and metals increas-
ing so aggressively, there is no way to tell. The good news there, for people who invest in long-term precious met-
al cycles is, it doesn’t matter. In all periods where metals were performing better than stocks, there were two
major stock bear markets. Gold and silver have returned 20% per year since the third quarter of 2018 without even
one stock market crash, much less two. This could either mean we have entered a period where metals outper-
form and a stock market crash is coming, or we have not yet entered that period but metals have been performing
extremely well regardless.

Where do precious metals and stocks go from here? At some point, one of them will have to blink and the other
will then be outperforming on a relative basis. Consider the ratio of the Gold/Silver Sector Index (XAU) price, a
capitalization-weighted index composed of companies involved in the gold or silver mining industry that we will
use as a proxy for precious metals prices, relative to the price of the S&P 500 index going back to the early 1980’s:
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When the line is high, it means the stock prices of the precious metals miners were high relative to the S&P 500,
and when the line is low it means the opposite: the S&P 500 is expensive relative to the miners. You can see the
periods | alluded to in the previous chart. From the early 80’s to 2000, the S&P was on the rise and gold and silver
were falling. Then, when the tech bubble burst, all the way though the Great Recession crash and recovery, pre-
cious metal miners’ stock prices were increasing relative to the S&P 500. You can also see that even with precious
metals and mining stocks’ prices increasing dramatically since the end of 2024, mining stock prices are still relatively
cheap compared to the S&P 500. What this suggests is that precious metals and mining stocks still have a ways to
go in price moves relative to the S&P.

The price of brent crude oil relative to the S&P looks similar:

$BRENT:$SPX Brent Crude Oil - Spot/S&P 500 Large Cap Index ICE/NDX @ StockCharts.com
Tuesday 28-Apr-2026 1:53 pm
Open: 0.0156 Ask Mkt Cap: PE: A +3.13%
High: 0.0157 Bid: Fwd Dividend: NJA ~ EPS: Chg: +0.0005
Low: 0.0154 Last Fwd Yield N/A  Last Earnings: Last 0.0156
Prev Close: 0.0151  Optionable: no SCTR Next Earnings: 7 ~ Volume: 0
Txl BRENTlgspx (Dasily) 0.016 HFH
i Volume un " = an
| Oil expensive here | o0
& 0100
on0en
i 0080

i o
M, o, o

’1 0.016

-0.010

85 86 87 68 60 G0 01 62 03 64 5 90 97 @B 60 00 01 02 03 04 05 08 07 0B 0D 10 11 12 13 14 16 18 17 18 10 20 21 22 23 24 26 26




There’s been a lift-off as of late for oil prices relative to stock prices, but there’s even more room for oil to outper-
form stocks than there is for precious metals.

Long-term cycles happen. You can see for yourself how long these ups and downs last. If the old adage “buy low,
sell high” is at all true, then investing in these cycles is best done when the relative price of one, either metals or oil,
is cheap relative to stocks, which has been the case and remains the case. We may be 2 years into a 10-15 year cy-
cle, or 8 years in, or maybe even 10 years in, but these cycles do not fizzle out until an extreme point is reached, and
both metals and oil are well below extreme levels compared to the S&P.

There are many factors that affect the price of metals, oil, and stocks. Some factors help all three, some hurt all
three, and some hurt some and help others. Long-term cycles develop when factors that help some much more
than others are present for extended periods of time. One such factor that has started playing out to a degree that
no one can measure yet is de-dollarization, which is seen to help metals and oil prices and hurt US stock prices.

What is de-dollarization?

De-dollarization refers to a meaningful decline in the use of the U.S. dollar in global trade and financial activity,
reducing demand for it by governments, institutions, and businesses.

More specifically, it involves changes in the long-term, structural demand for the dollar tied to its role as the
world’s primary reserve currency. This includes its dominance in foreign exchange trading, commodities pricing,
debt denomination, and central bank reserves.

This structural shift is different from short-term fluctuations in demand, which are often influenced by factors like
strong U.S. economic performance or stock market gains. While recent years have seen high demand for the dollar
due to U.S. economic strength, that demand could ease if that advantage fades.

What drives de-dollarization and what does it mean?
Two main forces could weaken the dollar’s global position.

The first is negative developments within the United States that reduce confidence in the dollar’s stability. Political
division, weaker governance, or policies such as tariffs could make U.S. assets seem less reliable and less attractive
to global investors. There are obvious signs of these today.

The second is positive progress in other countries that strengthens alternative currencies. For example, economic
or political improvements in China could increase trust in the Chinese yuan or other currencies as viable substitutes.
For any currency to rival the dollar, it must be stable, widely trusted, and able to support large-scale global de-
mand. For the time being, there is no obvious foreign currency successor to the U.S. dollar.

If de-dollarization accelerates, it could shift global economic power and reshape financial markets. The United
States would likely be most affected, potentially experiencing a weaker dollar and lower performance in its finan-
cial assets. U.S. stocks could suffer from reduced foreign investment, while bond markets might face higher yields
as global investors diversify away from U.S. assets.



Global trade trends

Although the U.S. share of global output and exports has declined over time and China’s has grown, the dollar still
dominates international transactions. It remains the primary currency in foreign exchange trading, trade invoicing,
cross-border borrowing, and global debt issuance. This has slowed the de-dollarization process.

Foreign exchange reserves

Signs of de-dollarization are visible, however, in central bank reserves, where the dollar’s share has declined to just
under 60%. Another, more notable trend is the increasing role of gold, particularly among emerging market central
banks such as China, Russia, and Tirkiye. These countries are boosting gold holdings as an alternative to traditional
currencies.

Although gold still makes up a relatively small portion of reserves, its share has grown significantly over the past
decade, contributing to rising gold prices. By some estimates, de-dollarization alone could double the price of gold
all by itself, regardless of other factors that increase demand. Oil prices would also rise as the value of the dollar
falls, probably accelerating any price increases due to reduced supply as we have seen a bit of so far, with predic-
tions of worse to come over at least the next year.

So, though this year has seen risk asset prices bouncing around, with most of them annualizing out at least 20%
growth in 2026, the longer-term cycles suggest much more room for metals and oil-related investments to rise
over the coming years as opposed to U.S. stocks. Increased demand caused by central banks preferring gold to
dollars, and decreased supply caused by petroleum extraction and refining capabilities in the Middle East being
reduced for the foreseeable future, give strength to the notion that whether we started the most recent commodi-
ty cycle outperformance eight years ago or two years ago, there is more time for it to run.
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