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Our Mission is to help people with complex financial needs experience an EXCEPTIONAL life.

Our Investment Committee  

Each quarter our Investment Commi�ee meets to review the markets and economy. Three vo�ng members 
review significant market data and hear from current advisors and appropriate support staff. When necessary 
the Commi�ee adjusts the model por�olios managed by the firm. Our quarterly newsle�er represents the 
Commi�ee’s general thoughts behind any adjustments.

Our Website 

www.boxfinancialadvisors.com
Find easy access to account login, office 
direc�ons, and more!

There is nothing like a pris�ne golf course. The way the course architect shapes each hole to capture and 

highlight what nature has generously provided and the fragrance 
and beauty of the perfectly manicured flowers, trees, and grass are 
brought together to create a mesmerizing experience on each visit. 
Of all the courses to be visited in the United States, Augusta 
Na�onal in April must be a sight to behold! Enormous amounts of 
careful planning go into crea�ng The Masters golf tournament 
every year. Whether experienced live or from the amazing camera 
shots brought to the comforts of home, the secret to crea�ng the 
desired effects of this beau�ful masterpiece lies hidden from view.

Our Team



What Was

Looking back, 2019 may have been as 

good and easy as it gets. Aside from 

some temporary pullbacks most assets 

surged throughout the year. In fact, 

2019 was an incredible year because 

almost any asset class had posi�ve 

performance. 2009 was the last �me this 

many asset classes benefited investors 

at the same �me (In 2019, almost every 

investment worked PUBLISHED MON, 

DEC 2 2019 CNBC). There were many 

reasons why global stock prices rose 

considerably in 2019. Oddly enough, 

corporate earnings growth was not one 

of those reasons.

While fourth quarter earnings are s�ll 

coming in, US stocks saw no real 

earnings growth for 2019 compared to 

2018. Earnings outside the US did even 

worse with a solid decline. While many 

economists make the case that low 

interest rates and central bank 

purchases can lead to stock market 

growth (even ar�ficial growth like p/e 

expansion), we believe that 

fundamentals s�ll ma�er. We do not 

dismiss interest rates and bond buying 

as key roles in growth, but it is like trying 

growth achieved in 2019 when GDP is 

es�mated to have grown by less than 2% 

and earnings growth was minimal.

What Is

What currently affects earnings growth? 

Unemployment con�nues to hover 

around 50-year lows, and infla�on 

remains moderate. This goldilocks 

environment provides confidence 

moving forward as the US consumer 

appears to be in a strong posi�on. 

Consumer spending has historically been 

the workhorse of our economy, and it is 

unlikely 2020 will be any different. (See 

Figure 2.)

We also con�nue to keep an eye on the 

tech revolu�on as a key driver. We are 

finding ourselves in a tech revolu�on 

that con�nues to increase produc�vity 

and effec�veness. Technologies we 

expect to be major contributors in 2020 

and beyond are ar�ficial intelligence, 5G, 

E-commerce, cloud-based compu�ng, 

and payment systems such as Apple Pay. 

These technologies con�nue to 

exponen�ally advance what we can do 

as an economy. It wasn't long ago that 

2020 sounded like the far-off future. We 

may not have flying cars, but we do have 

self-driving cars powered by technology 

that seemed like science fic�on just a 

decade ago.

What Could Be

We con�nue to watch earnings growth 

over stock market growth as earnings 

ul�mately drive markets into 2020 and 

beyond. If we con�nue to see wage 

pressure, decreasing tailwinds from tax 

breaks, and deglobaliza�on earnings will 

be hard pressed to con�nue growing as 

to grow grass on gravel. You would need 

a lot of fer�lizer and water to overcome 

the poor soil. Good soil in this case is a 

fiscally minded consumer, healthy 

corpora�ons with good fundamentals, 

and a stable government. 

Over the last 10 years central banks 

around the world have been buying 

bonds and lowering rates, in some cases 

lowering rates below zero. For some 

countries stock prices have barely 

budged. Only earnings growth can be 

the sustained, dominant driver of stock 

market growth. From January 2010 to 

January 2020, US stock markets 

returned 256% and Emerging Markets 

just 49%. What has been behind the US 

stock market performance? Be�er 

earnings growth. In those same 10 

years, earnings growth in the US grew 

169% but emerging markets only 28%. 

(See Figure 1.)

To consider the poten�al for earnings 

growth moving into 2020, it is good to 

reflect on the last couple of years. In 

2018, we saw significant changes to the 

tax code bring strong tailwinds that 

pushed US GDP over 3%, and despite the 

Federal Reserve (Fed) 

raising rates, the S&P 

500 index posted a 

staggering 20.2% 

earnings growth. 

Surprisingly, with all 

these posi�ves, 2018 

was terrible due to, for 

the most part, 

recessionary fears 

leaving the S&P 500 

down for the year. 

Compare that to 30.4% Sources & Cita�ons
Figure 1: FactSet—insight.factset.com/sp-500-earnings-preview-cy-2020 
Figure 2: BLS, FactSet, J.P. Morgan Asset Management. Guide to the 
Markets—U.S. Data are as of Feb 5, 2020
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they have been. You can see in this graph from JP Morgan 

they es�mate 4 quarters of earnings growth in 2020, but 

there are s�ll many variables that could bring 

disappointment. In the event of con�nued very low interest 

rates, we would expect con�nued P/E expansion, which 

would con�nue to drive the stock market higher.

Interna�onally the downturn that began in the second-half 

2018 is showing signs of aba�ng. The easier monetary 

policies delivered by central banks in 2019 around the world 

are now primed to feed growth in 2020.

In China, we have officially entered phase one of a trade deal. 

The short summary means that the US will be reducing some 

tariffs, not proceed with more tariffs, and China will agree to 

purchase more American goods (Reuters).This is in line with 

our opinion that there would be a pause on the trade conflict 

in 2020, however we don’t expect it to go away as there 

seems to be strong bipar�san support for the US to take a 

strong stance on China (Blackrock 2020 outlook). We are 

op�mis�c that a trade deal can get done, as China’s economy 

weakened throughout 2019. During that �me, policy makers 

faced the delicate balance of trying to reduce the pace of 

increasing debt levels, a slowing economy and trade tensions. 

The Chinese economy advanced 6.0% in 2019. Although 

impressive, this remained the weakest growth rate in 25 

years. Phase One of the trade deal with the US has eased 

trade tensions and increased business op�mism, which we 

see as a catalyst for global growth.

The greatest wild card for 2020 is poli�cal risk. Having a failed 

trade agreement would increase protec�onist pressures, 

undermining business confidence and market sen�ment. 

Obviously, coronavirus has been the most pressing headline 

news of late, affec�ng emo�onal inves�ng. We expect this to 

increase vola�lity, but these headlines will be hard pressed to 

affect the underlying economic drivers. We have also seen 

increased geopoli�cal hotspots such as the Iran tensions. 

Even with all of this, the markets show signs of becoming 

callused by the frequency of these headlines.

Recession risks are always on the table. The key is to 

decipher if they have elevated in any material way. 

Recessions are born out of excessive demand showing up in 

infla�on at the consumer level or ra�os in the financial 

markets. Infla�on is a lagging indicator that has been difficult 

to forecast, and we see it as a formidable iceberg always 

lurking, so we are constantly vigilant. Despite previously 

discussing the idea of heightened recession risk in 2020, 

economists, such as PMICO, have pushed their recession 

�ming out past this year. Lower interest rates would lend 

itself toward rebounds in manufacturing, housing, and 

business investment ac�vity, and the decreased interest 

rates in 2019 should provide a tailwind to the economy in 

2020. We doubt there would be any further monetary easing 

in 2020 as such a policy would have li�le impact unless they 

act early and cut rapidly. All these factors lead us to believe 

we will con�nue to have longer more subdued growth with 

sustained earnings growth.

Final Thoughts

Figure 2

The eye-popping color of the azaleas, the elegance of the rich thick grass 

and the smell of pine at Augusta come from what lies beneath all that 

beauty - good soil. As good soil underpins a beau�ful golf course, 

posi�ve earnings growth makes for a good stock market. We do not see a 

recession on the horizon for 2020. In fact, the economy con�nues to 

point to long-term, slower growth. However, 2020 will s�ll need posi�ve 

earnings growth to drive any market growth as we navigate this year's 

uncertain�es brought about by trade tensions, poli�cal headlines, and receding tailwinds from previous years. 

Overall, we expect the coming year to be posi�ve, but are taking a pa�ent a�tude as we keep monitoring and 

analyzing the soil.
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In 2019 we saw all three major US equity indices surge to record-highs. 

The S&P had 149 posi�ve trading days, which is the sixth most since its 

incep�on. 

We don’t expect this trend to con�nue into 2020. In a typical elec�on year, 

the market tends to remain subdued as it waits for clarity on what the next 

president will mean for policy. 

Once the votes are in, the market tends to rally as the uncertainty is clarified 

and ac�on can be taken. 

The Box Financial Advisors team recently had the 

opportunity to serve at Second Harvest in Brooklyn 
Park, MN. Our group of 11 worked along side others to 
pack 2905 pounds of food . 

Second Harvest processes excess food from farms and 
food companies to supply food shelves and soup 
kitchens throughout Minnesota and the upper 
Midwest.

WEBSITE: 2harvest.org


