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After a difficult and tumultuous end to 2018 for the markets, equities 

broadly rallied to start the New Year. The markets were buoyed by 

strong economic data at the beginning of the year, positive comments 

and developments related to trade and the temporary re-opening of 

the government. 
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2019 SO FAR
In 2019 through mid-February, the rebound in equities was 
broad-based with domestic stocks leading international stocks, 
small and mid-cap outperforming large cap and emerging 
markets leading international developed. By style, growth has 
outperformed value so far in 2019. As of February 11, 2019,  
the widely followed S&P 500 was up 8.32% vs. the long term 
(since 1926) annual average of 10.1%. 

In more recent sessions, trading became choppier as the 
narrative changed slightly. Global macroeconomic worries 
increased related to the ramping up of U.S./China trade 
talks, the possibility of another government shutdown looming 
and some global data points leaning toward a global  
slowdown. The rhetoric from the Federal Reserve also changed 
in recent weeks, suggesting a change in direction away from 
tightening, at least for a period.

The concerns about slowing global growth are very visible  
when viewed through the prism of the bond market. After the 
latest increase in December, the Fed funds target range is 2.25% 
to 2.50%. The futures markets indicate that the market consensus 
currently is that the Federal Open Market Committee will leave 
rates unchanged for the balance of 2019. As recently as mid-
December, 2018, futures were pricing additional rate increases 
this year.

In addition to the changes in the consensus view of monetary policy, global bond markets also reacted to concerns about the  
potential of slowing growth. The benchmark U.S. 10-year Treasury traded as high as 2.80% this year and more recently declined to  
the 2.65% area. Overseas, Japan and Switzerland 10-year government bonds have negative yields while German 10-year bunds  
also threatened to turn negative, trading recently at a paltry eight basis points. In the United States, the Treasury yield curve is inverted  
between one and five years – shorter bonds having higher yields. 

THEMES TO WATCH IN 2019
After starting the year with a bang, recently the markets have been mixed and gains more grudgingly earned. Fourth quarter 2019  
earnings are expected to be strong (double-digit gains), but the post-tax reform boost to the market is beginning to fade in Q1 of 2019. 

Earnings growth is expected to be more moderate going forward. We expect downward revisions to be viewed as more likely than the 
opposite. We also anticipate guidance from management teams on sales and earnings more closely monitored.

U.S. interest rates are biased higher, but on a limited basis with the Fed signaling patience, the dollar “strong” and inflation seen as contained.

A U.S. recession is still seen as low probability in the next 12 to 18 months with economic activity, particularly employment, firm.

As we learned in late 2018, corrections and drawdowns are normal for the markets. For a correction to extend into something worse, 
investors would typically see a noticeable economic slowdown and/or other market-related issues. That does not appear to be the case 
currently. 
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GLOBAL HIGHLIGHTS

The United Kingdom’s equity markets rose during the month of January on 
strong GDP growth and falling inflation. Members of Parliament rejected 
Theresa May’s Brexit proposals, and they are set to vote on her revised 
Brexit plan in February. 

Indian equities ended the month 
marginally lower as populist measures 
announced for the 2019-20 budget 
and their subsequent impact on the 
fiscal deficit target raised concerns.  

USA 8.0%

BRAZIL  
17.8% 
          

INDIA 
-1.9%
       

U.K.  
7.1%
       

Strong employment data and 
earnings reports eased worries  
about a potential economic 
slowdown despite the U.S. partial 
government shutdown. Comments 
that The Federal Open Market 
Committee’s (FOMC) balance 
sheet would remain larger than 
expected and that they would 
remain “patient” before making 
further rate increases boosted 
investor sentiment. 

The Brazilian equity markets soared higher 
on growing optimism that new administration 
will deliver on market-friendly promises from 
privatizing companies to proceeding with 
pension reform.  
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Market Snapshot

Fixed Income

◊ The 10-year U.S. Treasury yield ended flat for the month as investors closely watched developments in the partial  
government shutdown and U.S.-China trade relations. 

◊ All fixed income sectors moved higher as spreads compressed along with falling benchmark yields.

◊ Emerging markets debt was the best performing fixed income sector with strong returns for both sovereign and corporate 
assets.

Equities

◊ U.S. equities started the year off positive on strong economic data, positive developments related to trade and a temporary 
re-opening of the government. 

◊ Growth broadly outperformed value during the month. Communication Services, Consumer Discretionary, Energy,  
Financials, Industrials and Real Estate outperformed the broader index.

◊ Developed international equities rallied, but their advance was muted by weak regional data, an Italian recession and 
ongoing Brexit uncertainty. 

Real Assets

◊ REITs benefitted from attractive valuations, falling rates and the “risk-on” sentiment across markets.

◊ Commodities were higher, driven by an increase in energy prices and industrial metals. They were subdued by a decrease 
 in livestock.  

◊ MLPs were the best performing asset class in January as tailwinds from higher oil prices boosted returns. 

Asset Class Returns
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Global Fixed Income Markets 1 MO 3 MO YTD 1YR 3YR 5YR 7YR 10YR 15YR

Bloomberg Barclays 1-3-Month T-Bill 0.2% 0.6% 0.2% 1.9% 1.0% 0.6% 0.5% 0.4% 1.3% 

Bloomberg Barclays U.S. TIPS 1.3% 2.4% 1.3% 0.9% 2.1% 1.6% 0.7% 3.6% 3.8% 

Bloomberg Barclays Municipal Bond (5 Year) 0.9% 2.7% 0.9% 2.8% 1.4% 2.0% 2.0% 2.9% 3.3% 

Bloomberg Barclays High Yield Municipal Bond 0.7% 2.2% 0.7% 6.5% 5.8% 6.0% 5.8% 8.6% 5.5% 

Bloomberg Barclays U.S. Aggregate 1.1% 3.5% 1.1% 2.3% 2.0% 2.4% 2.1% 3.7% 3.9% 

Bloomberg Barclays U.S. Corporate High Yield 4.5% 1.4% 4.5% 1.7% 9.4% 4.6% 6.2% 11.0% 7.2% 

Bloomberg Barclays Global Aggregate ex-U.S. Hedged 1.0% 2.6% 1.0% 4.6% 3.3% 4.0% 4.0% 4.2% 4.3% 

Bloomberg Barclays Global Aggregate ex-U.S. Un- 1.9% 4.2% 1.9% (3.3%) 3.6% 0.2% 0.1% 2.4% 3.0% 

Bloomberg Barclays U.S. Long Gov / Credit 2.2% 6.6% 2.2% (0.5%) 4.1% 5.0% 3.8% 6.8% 6.1% 

JPMorgan GBI-EM Global Diversified 5.5% 9.8% 5.5% (5.3%) 7.7% 1.1% (0.1%) 4.6% 6.3% 

Global Equity Markets 1 MO 3 MO YTD 1YR 3YR 5YR 7YR 10YR 15YR

S&P 500 8.0% 0.3% 8.0% (2.3%) 14.0% 11.0% 13.2% 15.0% 8.2% 

Dow Jones Industrial Average 7.3% 0.1% 7.3% (2.2%) 17.8% 12.4% 13.0% 15.0% 8.7% 

NASDAQ Composite 9.8% (0.0%) 9.8% (0.7%) 17.8% 13.5% 15.9% 18.6% 9.8% 

Russell 3000 8.6% 0.4% 8.6% (2.3%) 14.2% 10.4% 13.0% 15.1% 8.3% 

Russell 1000 8.4% 0.5% 8.4% (2.2%) 14.1% 10.7% 13.2% 15.2% 8.4% 

Russell 1000 Growth 9.0% 0.7% 9.0% 0.2% 16.6% 13.0% 14.6% 16.9% 9.2% 

Russell 1000 Value 7.8% 0.3% 7.8% (4.8%) 11.6% 8.3% 11.6% 13.4% 7.4% 

Russell Mid Cap 10.8% 2.3% 10.8% (2.9%) 13.3% 8.9% 12.2% 16.1% 9.4% 

Russell Mid Cap Growth 11.5% 4.0% 11.5% 0.5% 15.6% 10.3% 12.9% 16.9% 9.5% 

Russell Mid Cap Value 10.3% 1.1% 10.3% (5.4%) 11.7% 7.9% 11.7% 15.4% 9.1% 

Russell 2000 11.2% (0.4%) 11.2% (3.5%) 14.7% 7.3% 11.0% 14.5% 8.0% 

Russell 2000 Growth 11.5% 0.1% 11.5% (2.6%) 15.6% 7.8% 11.8% 15.7% 8.4% 

Russell 2000 Value 10.9% (0.9%) 10.9% (4.5%) 13.8% 6.6% 10.2% 13.3% 7.4% 

MSCI ACWI 7.9% 1.8% 7.9% (7.5%) 11.6% 6.7% 8.7% 11.3% 6.6% 

MSCI ACWI ex. U.S. 7.6% 3.7% 7.6% (12.6%) 9.6% 3.1% 5.0% 8.3% 5.6% 

MSCI EAFE 6.6% 1.3% 6.6% (12.5%) 7.7% 2.7% 5.9% 8.1% 5.1% 

MSCI EAFE Growth – – – – – – – – – 

MSCI EAFE Value 6.7% 0.9% 6.7% (13.7%) 8.1% 1.4% 5.2% 7.4% 4.6% 

MSCI EAFE Small Cap 8.1% 0.4% 8.1% (15.6%) 9.4% 5.0% 8.8% 12.1% 7.5% 

MSCI Emerging Markets 8.8% 10.2% 8.8% (14.2%) 14.9% 4.8% 2.9% 9.7% 8.3% 

Real Assets 1 MO 3 MO YTD 1YR 3YR 5YR 7YR 10YR 15YR

FTSE NAREIT Equity REITs 11.7% 7.4% 11.7% 11.2% 8.0% 9.4% 9.2% 15.5% 8.7% 

S&P Developed World Property ex-US 9.6% 10.2% 9.6% (3.2%) 10.1% 6.3% 8.8% 12.0% 7.6% 

S&P Developed World Property 10.7% 8.9% 10.7% 4.0% 9.1% 7.7% 9.0% 13.5% 8.0% 

Bloomberg Commodity Total Return 5.4% (2.4%) 5.4% (8.2%) 2.7% (7.9%) (7.5%) (2.7%) (2.2%)

Alerian MLP 12.6% 1.2% 12.6% (6.7%) 7.1% (5.2%) 0.2% 9.3% 8.0% 
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Financial Market Performance 
Periods greater than one year are annualized. All returns are in U.S. dollar terms.

Source: Morningstar 
As of January 31, 2019
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deemed reliable, but the accuracy of which has not been verified. Past performance is not indicative of future returns. These materials do not constitute an 
offer or recommendation to buy or sell securities, and do not take into consideration your circumstances, financial or otherwise. You should consult with an 
appropriately credentialed investment professional before making any investment decision.


