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Despite Rate and Inflation Concerns, Market Continues Higher
also released this week, found a 15.7% increase in home prices in April from a year
earlier, a record in data going back to 1991.

After stumbling through most of June,

stocks are generally up with many indices
posting new highs towards the end of
the month. In the middle of June, equity
markets suffered their worst weekly
performances since January as traders
digested Federal Reserve statements
that appeared to suggest increases to
interest rates as early as late 2023.
Yet, as has been typical over the past
five years, the market ultimately tossed
these concerns aside and powered forward after its poor week. Many investors
expect that the market could continue
up given the low bond yields and strong
monetary support for the economy. Still,
there are concerns that the market’s rise
is slowing and could even pull back a
bit over the slower summer months.
As we moved through second quarter,
inflation has arisen as a potential threat
to markets. Over the past three months
through May, consumer prices, excluding
volatile food and energy, have risen 2%,
equivalent to a shockingly high annual
rate of 8.2%. This measure, referred to
as the core-price index, jumped 3.8%
in May from the year before – the
largest increase for that reading since
June 1992. May consumer prices were
up 5.4% – the biggest increase since
2008 according the Labor Department.
In addition, the world has not seen such
across-the-board commodity-price increases since the beginning of the global
financial crisis of 2008, and before that,
in the 1970s. Lumber, iron ore and copper
have hit records disrupting the building
industry among other areas. Corn, soybeans, and wheat have jumped to their
highest levels in eight years. Even oil recently reached a two-year high. The runup in commodity prices is casting a cloud

The combination of various sharp price
increases has increased fears that inflation could become more persistent.
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Many investors expect
that the market could
continue up given the low
bond yields and strong
monetary support for the
economy.

’

over the global economic recovery, hitting
vulnerable businesses and households.
Housing costs are up sharply as well. The
S&P CoreLogic Case-Shiller National
Home Price Index, which measures average home prices in major metropolitan
areas across the nation, rose 14.6% in the
year that ended in April, up from a 13.3%
annual rate the prior month. April marked
the highest annual rate of price growth
since the index began in 1987. The median existing-home sales price in May rose
almost 24% from a year earlier, topping
$350,000 for the first time, according to
the National Association of Realtors. A
separate measure of home-price growth
by the Federal Housing Finance Agency,

In reacting to inflation concerns, Fed
Chairman Jerome Powell said it is highly unlikely that inflation will rise to sustained high levels. Still, he also openly
acknowledged significant uncertainty as
the economy reopens. He went on to stress
his view that shortages – including of used
cars, computer chips and workers – will
fade over time, bringing inflation closer
to the Fed’s 2% long-run target. When
Mr. Powell was asked if the spending of
Congress and the Fed printing money
were taking us back to the high inflation of the 1970s, he replied that it was
“very, very unlikely,” in part because the
central bank “is strongly prepared to use
its tools to keep us around 2% inflation.”
In addition, commodities play much
smaller roles in final production as businesses become more efficient, according
to research by economists at the Federal Reserve Bank of New York. The U.S.
roughly tripled its economic output per
kilogram of oil consumed between 1990
and 2015, according to the World Bank.
After equity markets were originally rattled by inflation fears, they eventually
shrugged these concerns off too to continue ever higher. At the same time, investors
mostly piled into Treasuries leaving little
margin for error around forecasts. Investors pushed 10-year yields back down to
late February levels and five-year rates
declined to just 2.23% implying inflation rates slightly below Fed targets. It
seems that confidence in the central bank
Continued ...
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remains unquestioned, at least for now.
Further bolstering the Fed’s position on
the recovering economy, the jobs market
continues to recover strongly. U.S. employers added 559,000 jobs in May and
the unemployment rate fell to 5.8%. The
jobs gains came despite employers’ difficulty with filling many jobs, particularly
in states that are extending generous unemployment benefits through September.
Against all this news outlining an ongoing recovery, there could be a dotcom bust occurring right now. A drop
in prices that looks remarkably similar to the dot-com plunge in 2000
is happening in clean-energy, electric cars, cannabis stocks and SPACs.
The late-1999 fear of missing out (FOMO)
on internet stocks inflated the Nasdaq
Composite 83% from the end of September to its March 2000 top. From September last year to this year’s highs, Invesco’s solar exchange-traded fund jumped
88%, Blackrock’s global clean energy
ETF jumped 81%, and Ark innovation
ETF was up 70% (through mid-June).
Yet, despite today’s S&P’s values trading
at 21.6 times forward earnings (JP Morgan, July 28th) against 22.6 times in June
2000, the highly valued sectors of today’s
markets are dramatically smaller than
they were during the top of the market
in 2000. Nasdaq’s bubble gave it a value
of about half that of the S&P at its 2000
peak, while despite having Tesla, today’s
frothy sectors are a fraction of that value.
Still, this market remains expensive.
Much of the current prices seem to result from FOMO, like in late 1999, or
TINA (there is nothing else). When the
Fed takes its foot off the gas, we could
quickly see the market correct or plunge.
But for now, most investors seem fairly
confident with future Fed actions leav-

ing them comfortable supporting current
valuations. Every minor pullback attracts
enough new money to act as support.
The next six months should be more telling as the economy begins to fully reopen and people return to more normal
lifestyles. It may not be seriously tested
again until the Fed starts raising rates.
Investors should carefully consider the
investment objectives, risks, charges and
expenses of the Wildermuth Endowment
Fund before investing. This and other
important information is contained
within the Fund’s Prospectus, which can
be obtained by calling (888) 445-6032
or by visiting the Fund website www.
wildermuthendowmentfund.com.The
Fund’s Prospectus should be read carefully
before investing.
Wildermuth Advisory, LLC is an SECRegistered Investment Adviser that advises the
Wildermuth Endowment Fund.
The Fund is a closed-end interval fund.

will likely vary from the amounts the Fund
would receive upon sale or disposition of its
investments.
Definitions
Core Price Index (PCE) is the change in the costs
of goods and services but does not include those
from the food and energy sectors.
S&P CoreLogic Case-Shiller National Home
Price Index, also know as the Case-Shiller Home
Price Indexes, are a group of Indexes that track
changes in home prices throughout the United
States.
NASDAQ - is a global electronic marketplace for
buying and selling securities.
As of 3/31/2021 JP Morgan and Tesla each
represented 0.00% & 0.00% of the Fund's portfolio
respectively.

Wildermuth Endowment Fund’s principal
underwriters and co-distributors are:
Wildermuth Securities, LLC
818 A1A Highway, Suite 301, Ponte Vedra
Beach FL 32082 and UMB Distribution
Services, LLC, 235 W Galena St. Milwaukee,
WI 53212

Investing in the Fund involves risk, including
those summarized below. An investment in
the Fund is generally subject to market risk,
including the loss of the entire principal amount
invested.
The value of your investment in the Fund at any
point in time may be worth less than the value
of your original investment, even after taking
into account any reinvestment of dividends and
distributions.
You should consider the shares to be an illiquid
investment. Even though the Fund seeks to
make periodic repurchase offers to repurchase
a portion of the shares to provide some liquidity
to shareholders, only a limited number of shares
will be eligible for repurchase by us.
You should carefully consider that you may
not have immediate access to the money you
invest for an indefinite period of time. An
investment in our shares is not suitable for you
if you need immediate access to the money
you invest. Certain investments in the Fund
are illiquid making it difficult to sell these
securities and possibly requiring the Fund to
sell at an unfavorable time or price. The value
of certain Fund investments, in particular notraded investment vehicles, will be difficult
to determine and the valuations provided
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