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Economic Review

• The fi rst half of 2019 saw robust gains across most asset classes, but it certainly wasn’t a 
smooth ride.

• The S&P 500 hit a new high near the end of June. Large-cap U.S. stocks shot up 7.0% for the 
month – their best June since 1955.

• Foreign stocks also notched double-digit gains through the fi rst half of the year.

• Moving on to the fi xed-income markets, the 10-year Treasury yield continued to plunge from its 
multi-year high of 3.2% last October, dipping below 2% following the Federal Reserve’s June 
meeting. This was a near three-year low, and among its lowest levels ever. 
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It was a bull market for all asset classes in the second quarter of 2019!
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This year’s rally earned back fourth quarter 2018 losses.
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This U.S. economic expansion is the longest but slowest.



Economic Overview

Corporate profits are still at all time highs...
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... the U.S. consumer is in good shape...
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...unemployment is low and wages are rising.
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Leading economic indicators remain positive for now, but show signs of weakening.



Economic Overview

Consumer confidence measurements are at levels that have preceeded past recessions.
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The global purchasing managers’ index fell for 13 months in a row.
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And, the yield curve has remained inverted...
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...which isn’t a sign of imminent recession...
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...but has been a reliable indicator of recession in the past.
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Overall recession probability remains low for now.
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Despite weakening economic numbers, the U.S. market continues to climb higher...
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...and is currently trading at slightly elevated valuations.
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Historically, when starting at current valuation levels, the next decade return for the 
U.S. market has been positive.
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Currently, the U.S. markets appear to have priced in a fair bit of good news...
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...and the rest of the year is full of potentially disrupting events...
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...so it is difficult to predict which straw may be the last!
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While the U.S. economy seems to be entering the late expansion cycle, several 
international markets appear to be still mid-cycle.
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Global equity markets have not expanded as quickly as the US, and are trading at more 
attractive valuations with higher dividend yields.
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Historically, global stock market returns from current valuation levels have been 
healthy.
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While the stock market presses forward on anticipation of continued positive economic 
news, the bond market continues to price in economic slowdown.



Economic Overview

The yield curve has inverted further, meaning long term growth rates are anticipated 
to be lower in the future.
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As inflation has moderated, the Fed has indicated they may ease and begin rate cuts.
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But the benefits from additional rate cuts will likely be limited.
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In summary, while there are a lot of positives, the potential magnitude of the 
cautionary items are rather large...
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...leading to caution when constructing portfolios.
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While the stock market may average positive returns over the next cycle, the actual 
annual returns will most likely be scattered.
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So, time in the market - not timing the market - will be what matters.
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Portfolio Implications

• Looking ahead, we still see a high degree of uncertainty and a wide range of plausible out-
comes looking out over the next 12 months (and beyond). 

• We believe our portfolios are positioned to both generate attractive returns over the next 
fi ve to 10 years, and to be resilient across this wide range of potential shorter-term risk scenarios.

• On the other hand, should markets turn south, our portfolios will benefi t from our “ballast” 
positions in core bonds, lower-risk hybrid and alternative strategies. 
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Disclosures


