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2019 Annual Outlook

The Marathon Economic Expansion Is Slowing
Marathons are often used as an analogy for investing, and for 2018, it’s more than appropriate. We are currently
in the second-longest economic expansion in history—the longest if it continues to mid-2019—and the longest
equity bull market run ever. Both were well paced for the long distance, though the tempo has picked up in recent
years. Some highlights from the race so far:
•
•
•

Equity markets, generally a leading indicator of economic growth, jumped in 2017 on the possibility of
new tax legislation.
In 2018, as a result of lower taxes we saw corporate earnings soar nearly 20%.
Real GDP growth also strengthened and could finish the year over 3%, nearly a percent higher than the
average we have seen over this slow growth expansion.

But even with this great year economically, stock market returns were weak. Investors have their sights on 2019
and beyond, and fears that growth may be returning to a slow pace—and eventually stopping—have depressed
returns.
Key Takeaways:
•

The U.S. economy is expected to slow from its current pace, but we do not anticipate a recession next
year.

•

Equity markets entered 2018 with high valuations. The stock market pullback late in the year pushed
down price to earnings (P/E) ratios and other valuation metrics to more average levels.

•

We expect bond returns to be better in 2019, but not spectacular. Yields are higher and could help buffer
price declines. We are cautious on the more credit sensitive parts of the market.

•

Risks in markets are building. We will continue to pay attention to trade negotiations between the U.S.
and China, geopolitical risks (especially in Europe) and the Federal Reserve.

While the economy is expected to slow, we do not foresee a recession in 2019. The chances of negative GDP
growth are low, considering the fundamental strengths in the economy. Labor markets are strong, making for a
strong consumer, which in turn should support corporate earnings. However, we will be watching closely for wage
inflation, rising rates, and increasing input costs due to tariffs. These can all chip away at company bottom lines.
In 2018, it did not take long for market volatility to return. Stocks seesawed on news around tariffs, the Federal
Reserve, and a potential earnings slowdown. We expect these themes to bleed into next year. We do feel China
and the United States will eventually come to an agreement, but it’s hard to gauge when this will happen. The
Federal Reserve will be watching inflation data and markets closely, trying to hike rates if the opportunity presents
itself.
Earnings growth, which tends to drive long-term equity market performance, is expected to weaken in 2019.
Valuations such as P/E ratios have also come down due to the pull back in equity prices late in the year. Going
into 2018, valuations (near 15-year highs) were a concern, so lower valuations could provide investors with a
better entry point.
Many bond investors experienced losses in 2018, although they were generally moderate. We expect next year to
be challenging for bonds but results likely will be better because higher yields buffer price declines. Another
positive is that we could be getting near the Fed’s terminal rate, and there may be fewer rate hikes than expected.
Based on GDP growth, expected corporate earnings growth, inflation expectations, and dividend yields, our

baseline 2019 market expectations is for large cap U.S. stock returns to be positive, in the mid-single-digit range.
We expect large cap stocks to perform slightly better than small caps, as they tend to be more stable during the
volatility of late economic cycles. This excludes any positive or negative effects of multiple expansion or
contraction. In the bond markets, we expect returns for intermediate term bonds to be flat to low single digits. This
is based on current yields with some potential yield curve flattening, or inversion as rate hikes continue; it doesn’t
take into account impacts from any credit spread tightening or widening.

Global Economy
The United States, the world’s largest economy and roughly one quarter of the world’s economy, will break
records in 2018, surpassing $20 trillion dollars of goods and services produced. While the final figures for the
fourth quarter won’t be available until the first quarter of 2019, it looks like GDP growth for the year will be close to
3%. If it does surpass 3%, it will be the first year in over a decade that real U.S. growth has been this high.
While high growth is good news, the fear is that this growth will, as marathoners say, “hit the wall” in the coming
quarters and years. The strong growth was propelled by changes to the tax code, both for corporations and
individuals. However, the individual tax cuts, aren’t permanent and with a divided Congress, legislation for a
permanent tax cut looks highly unlikely. There are also a number of factors, such as tariffs and the Federal
Reserve, going against the economy right now.
Since GDP data tells us about the past, we need to look at other metrics to tell us what the future may bring. One
way to project future economic growth is to look at the current momentum of economic data and then gauge what
consumers and business decision-makers are thinking about the future.
At the most basic level, consumers spend more money if they have a job. Currently, the unemployment rate is
3.7% and still trending lower, but it probably can’t get much lower as we are near full employment. There are
more job openings than unemployed workers and the unemployment rate for those with a college education is
extremely low at 2%.
Looking at customer surveys, consumer sentiment reflects the healthy labor market. Over the past 20 years,
sentiment has only been higher around 10% of the time. Adding to that optimism in the fourth quarter, oil prices
plummeted, allowing consumers to save money on gasoline. Historically, when consumers have extra savings
from cheaper gas, they tend to spend it at restaurants.
With relatively few unemployed and optimistic consumers, retail sales have been steadily increasing. The tight
labor market may, in turn, create a situation where employers have to pay more for workers, causing some wage
inflation. Wage growth has trended higher in recent years, giving workers more to spend [Figure 1].
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Figure 1: Wage Growth Ticking Higher

Source: Cetera Investment Management, Federal Reserve Bank of St. Louis, U.S. Bureau of Labor Statistics. Data as of 11/30/2018.

So far, wage increases are not having a major impact on input costs, as productivity has been rising; this
combination of inflation and productivity increases has kept real labor costs flat. However, if wages grow too
much, it will hurt companies’ bottom lines as their expenses increase. To offset these expenses, companies would
likely raise prices, causing more inflation. Too much inflation could lead to the Federal Reserve likely hiking
interest rates at a faster pace to combat it, which would also cause interest expenses to rise for businesses
because it would cost more to borrow money, and add to inflationary pressures.
Inflation can be hard to predict, but we think inflation should remain moderate next year. Oil prices have come
down and there are a few things working against wage inflation:
•

•
•

Technology continues to compete with labor. Examples of this are fast food chains increasingly using
kiosks and computer apps for custom orders, grocery stores having self-checkout lines or even no
checkout lines at all, factories are increasingly automated, and retail deliveries direct to consumers are
reducing workers.
Demographics are working against wage inflation. Baby boomers are retiring and being replaced with
younger, less experienced workers who require lower salaries.
Globalization may also be a factor as Americans are competing for jobs with workers in foreign countries.
In some industries, higher wages would result in outsourcing.

All these factors have been working against wage inflation, but as companies compete for labor, you cannot rule
out an eventual jump in wages.
Both manufacturing and non-manufacturing surveys of business leaders are at elevated levels, near 20-year
highs. Industrial production continues to trend upward, also near 20-year highs. However, business investment
has been dipping in 2018 and many economists predict business investment to drop in 2019. This is not a vote of
confidence in the economy. The fall in oil prices will influence oil manufacturers spending next year, as they will
likely cut back on production. Energy companies are one of the biggest sources of business investment in the
United States. Corporations may not have the resources to invest either, a factor that the Federal Reserve
pointed out in its inaugural financial stability report. One of the top risks highlighted in the report was high
corporate debt levels. Debt to EBITDA (earnings before interest, taxes, depreciation, and amortization) ratios
have risen past prior peaks seen in 2007 and 2014. Business leaders also have growing concerns about trade
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tensions and rising interest rates.
Like business owners, potential homeowners are likely to have second thoughts about buying a home with higher
borrowing costs or mortgage rates, as well as lower deductibility of taxes and interest. Home sales have not fully
recovered from pre-recession 2008 levels and have been dipping in 2018 [Figure 2]. With many expensive
purchases, like furniture and appliances, that go into a home, home buying can drive spending. We expect home
sales to remain subdued in 2019 as borrowing costs rise and limited inventories continue to elevate home prices.
Figure 2: Dipping New Home Sales

Source: Cetera Investment Management, Federal Reserve Bank of St. Louis, U.S. Bureau of the Census. New Home Sales data is seasonally
adjusted and annualized. Data shown in thousands. Data as of 10/31/2018.

Apart from personal consumption and private investment, government spending will be constrained by the large
federal budget deficit and a split Congress, with Democrats controlling the House of Representatives and
Republicans controlling the Senate. We do not foresee a lot of compromise as politicians set their sights on the
2020 presidential elections. Unfortunately, this political gridlock is a negative.
After looking at all the data and projecting where the road will take us for 2019 and beyond, we must keep in mind
the Fed can quickly disrupt these projections. They’re looking at the same data we are and if the readings are
promising, the Fed may hike rates more than the market anticipates and even beyond their own perceived neutral
rate, the point where Fed policy neither hinders nor promotes growth. Currently, it looks like the market, as
implied by Fed Funds futures, is anticipating one rate hike in 2019, with just under a 25% chance of two or more
hikes. There is a wide range of views on this subject now: Some anticipate the Fed may hike rates a couple times
and then ease or cut rates later in the year, while others believe that inflation will start to pick up and four rate
hikes will occur in 2019. We think the answer may be somewhere in the middle. Federal Reserve Chair Jerome
Powell recently compared Fed policy to walking through a room full of furniture when the lights go out: “What do
you do? You slow down. You stop, probably, and feel your way.” We think the Fed may get a rate hike in the first
half of the year and then pause. They’ll be looking closely at inflation and asset prices to determine their next
steps.
Globally, growth is already slowing. GDP in the Eurozone dipped in the third quarter, due in part to new emission
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tests in the auto industry. Japan saw negative growth in the third quarter, as industrial production slowed. The one
bright spot was the U.K., which saw a spike in growth. Looking to emerging markets, the official Chinese GDP
number reportedly fell slightly to one that’s more in line with what industrial activity in China suggests.
Labor markets in the U.K. are like the U.S., with unemployment around 4%, while Japan is even lower, closer to
2%. The Eurozone is the outlier, having nearly 8% unemployment. This is likely contributing to the populist
movements in Europe and the current unrest in France. Consumer confidence remains stable in both Germany
and Italy. However, in France, we have been seeing a divergence, as confidence has been falling since 2017,
possibly a precursor to the protests we see today.
Abroad, businesses are not as confident as consumers. In contrast to the U.S., manufacturing surveys like the
Global Manufacturing PMI [Figure 3] have been on a downward trend, running out of breath. China’s
manufacturing PMI’s are also trending lower as emerging market manufacturers are concerned about a trade war
with the United States. On the bright side, at present, both these indexes are still above 50, signaling expansion.
Figure 3: Global Manufacturing Slowing

Source: Cetera Investment Management, Bloomberg, JPMorgan, IHS Markit. Data as of 11/30/2018

Economy Recap
•
•
•

Global growth is slowing, with the United States’ economy expected to follow and start slowing next year.
The good news is that U.S. growth is still expected to be positive, as the Congressional Budget Office is
forecasting 2019 GDP of 2.4%.
As we move into 2020, U.S. recession risks increase. However, we are not predicting a recession, merely
stating this risk. Even though the economic expansion is getting long and may be approaching the finish
line, there is still a lot of good data being released.
Labor markets remain very strong and gasoline prices have dropped, causing optimistic consumers to
shop more this holiday season. This bodes well for businesses who have seen their taxes reduced.

Looking to mid-2019, we’ll be paying attention to see if wage inflation picks up and listening for clues into how the
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Federal Reserve is interpreting the data and their possible responses.

Equity Markets
Like a runner nearing the end of a race, equities finished 2018 with a few cramps. Investors became worried
about a U.S./China trade dispute, rising interest rates, the Treasury yield curve, corporate debt levels, and a
recession looming in the distance. With the recent pullback in stock prices, valuations, such as P/E ratios, have
come down from the elevated levels seen at the beginning of the year.
Currently, S&P 500 valuations are closer to their 15-year average, smaller capitalization and value stocks are well
below their averages, and growth stocks remain well above their averages. In fact, small and mid cap value
stocks are near 15-year lows. There may be a change underway with value outperforming in the fourth quarter
[Figure 4].
Figure 4: Growth Versus Value

Source: Cetera Investment Management, Morningstar, Russell Investments. Large Cap Growth equities are represented by the Russell 1000
Growth Index. Large Cap Value equities are represented by the Russell 1000 Value Index. Data as of 12/9/2018.

Elevated valuations were a concern at the beginning of the year and now are much less of one. This is providing
equity investors with perhaps a better entry point into the market.
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Figure 5: Equity Valuations

Source: Cetera Investment Management, Morningstar, MSCI and Standard & Poor’s. Data as of 11/30/2018.

Within sectors, consumer discretionary (such as apparel, fast food, and magazines) and healthcare stocks (such
as pharmaceuticals and hospitals) are priced well above historical norms, but other sectors like financials
(including banks and insurance) are more attractive from a valuation perspective.
Earnings growth is expected to finish 2018 around 20%, which is extremely high. Next year, growth will likely slow
but remain solid with a growth rate in the high single digits, according to FactSet Research. However, as
mentioned earlier, equity markets are seen as a leading indicator of the health of the economy. Recession risks in
2019 and 2020 are likely being priced into the market this year, which would explain why the stock market was
relatively flat in 2018 but we still experienced many positive developments not reflected in returns, like:
•
•
•

Nearly 3% GDP growth
Unemployment levels near 50-year lows
20% earnings growth

If some of the worries don’t come to fruition, this could be a positive catalyst for stocks. However, the current
volatility levels should remain. This level of volatility is quite normal; low volatility levels in 2017 gave investors a
warped sense of volatility [Figure 6].
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Figure 6: Low Volatility in 2017

Source: Cetera Investment Management, Yahoo Finance, Standard & Poor's. Data as of 12/11/2018

Abroad, valuations are even better than the United States. Both developed markets and emerging markets have
valuations below their 15-year averages. Europe and Asia are similar in that they are both in the 31st percentile,
meaning they have only been lower 31% of the time. These markets are also somewhat similar to the U.S., with
growth stocks trading higher than their historical averages while value stocks remain cheaper.

Equity Recap
We think the current level of equity volatility will continue.
• With the drop in equity prices in late 2018, slower growth in the coming year may already be priced in.
• Valuations are closer to their long-term averages and, in some areas, they are well below them, providing
a better entry point for investors.
• While small cap stocks are cheaper from a historical perspective, they tend to be more volatile and sell off
more if the markets decline. As bull markets age, small caps tend to lag large caps, so we are more
cautious on small caps.
• International valuations are cheaper than the U.S., but they face additional risks. Growth in Europe is
slowing, and China makes up much of the emerging market universe, making it more impacted by the
trade dispute.
Even with these risks, we feel equity markets have a good shot at fighting through the cramps the first half of the
year and taking the gold medal for the longest bull market in history.

Fixed Income
The Barclays U.S. Aggregate Bond Index is poised to end the year in negative territory for the fourth time in 40
years. The equity selloff caused investors to seek safe-haven assets like Treasurys in December, pushing bond
prices higher and yields lower, which pared some of the earlier losses in bonds. Although U.S. investment-grade
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bonds will likely end 2018 lower, negative returns will be modest just like the previous three occasions when the
broad benchmark was negative, averaging less than 2% losses over those down years. Looking forward, bond
returns will depend on the prospects for future growth, inflation, and the Federal Reserve’s responses to those
prospects.
On the other hand, the fourth quarter could be a reminder why high-quality bonds are important in a portfolio.
High-quality bonds were one of the only asset classes to generate positive returns when equities were falling. The
fear of rising rates dates back many years now, yet we have seen bonds hold up fairly well. The Fed has raised
the Fed Fund rate nine times from a starting point close to 0% in late 2015. Looking at the Federal Open Market
Committee’s median estimates for the neutral rate, the rate that does not promote or hinder growth, they may be
close to ending the hikes. This can all change if inflation rises, but currently, it looks as though the Fed may only
hike rates one or two more times next year. It’s increasingly likely the Fed may only raise rates once in 2019,
which is our current expectation.
The other positive for high-quality bonds is that yields are higher now. The Barclays U.S. Aggregate Bond index is
yielding over 3%, which can help absorb some price weakness in bonds [Figure 7].
Figure 7: Rising Yields

Source: Cetera Investment Management, Morningstar, Bloomberg, Barclays. Data as of 11/30/2018.

Predicting rising yields is also challenging. The Fed has more influence over shorter maturity bonds and less over
longer maturity bonds. The increases in the Fed Funds rate has been pushing up yields of shorter maturity bonds
like 2-year Treasury bonds, but longer-dated bonds have not moved as much. Over the last several years, 2-year
Treasury yields have moved closer to 10-year Treasury yields [Figure 8]. The difference has been as narrow as
0.12% recently.
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Figure 8: Gap Between 2- and 10-Year Treasury Yields

Source: Cetera Investment Management, Federal Reserve Bank of St. Louis, Data as of 11/30/2018.

Why would investors be willing to take on a lot more interest rate risk with not much more return? Using simple
bond math, if 2-year and 10-year bond yields both go up by 1%, 2-year bondholders would lose around 2% in
price, while 10-year bondholders would lose around 10% in price. Yet the two bonds have nearly the same yield
or compensation for much different risks.
The reason investors would buy 10-year Treasurys is that they don’t think 10-year yields will rise much more.
They likely think growth is slowing in the economy, and equity volatility is picking up as a result. This view is
similar to what we discussed earlier. We don’t think the 10-year yield will rise significantly unless we see growth or
inflation prospects pick up. We also don’t think the Fed will want to invert the yield curve, making short-term bond
yields higher than long-term ones. While it doesn’t always hold true, the last five recessions followed an inverted
yield curve; so, we think the Fed will slow the pace of rate hikes in 2019.
Looking at investment-grade corporate bonds and high-yield bonds, risks are building. Credit spreads—the
additional yield compensation bondholders receive over Treasuries for taking additional downgrade and risk—
have widened a bit, but are still below historical averages, meaning these bonds could be considered more
expensive. We have been warning about tight credit spreads for some time and the Fed seems to share this
concern now.
As mentioned in the economic section, the Fed seems most concerned about corporate borrowing, specifically
high corporate debt levels in high-yield bond issuers, including bank loan issuers. Credit spreads have widened
since the Fed’s financial stability report was released in November, sending many high-yield and bank loan
indexes into negative territory for the year. While the spreads are more attractive now, we still feel there are risks
in this bond category and recommend modest allocations. Apart from high-yield issuers, corporate debt may be
more sustainable than many think. Like many Americans who refinanced mortgages recently, corporations are
also taking advantage of the low debt financing and extending their debt. Currently, Credit Suisse notes that
corporate short-term debt as a percentage of total debt is only 12.6%. The average since 1991 is 21.5%. If
earnings growth comes to a halt, this may be a concern in the coming years, but not in the next couple of years.
The municipal bond market generally outperformed Treasurys in 2018. Municipal bond supply was weak at the
beginning of the year as many municipalities rushed to issue debt at the end of 2017 before new tax legislation
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took effect. With weak returns in the municipal bond market, demand has been weaker. Many investors are still
assessing the new tax legislation and how it will affect their alternative minimum tax, and state and local taxes. As
rates stabilize and investors get comfortable with the tax law changes, there could be more demand for municipal
bonds later in 2019. Strong economic growth should be supportive of the municipal markets as tax revenues
increase. However, municipal bonds are very interest-rate-sensitive, so they’ll fluctuate with interest rate moves,
and there could be some volatility as investors watch the Fed’s moves. Retail clients, who may sell on the
volatility, own much of the municipal market. We’re relatively cautious for this reason.

Fixed Income Recap
Coming into 2018, we were cautious about interest rate risk and credit risk. While bonds had a challenging year,
they did buffer against equity volatility and returns were only slightly negative. Now, yields are higher and that can
help buffer against future price declines due to rising rates or widening credit spreads. Just like 2018, we do not
expect 2019 to be a banner year for fixed income. However, just like 2017, we recommend holding fixed income
in portfolios to reduce the increasing equity volatility. We do think returns will be better this coming year and we
could even see positive low single-digit returns in high-quality bonds.

Risks to Our Outlook
In last year’s Outlook, we discussed growing risks such as monetary policy missteps, unexpected midterm results,
geopolitical risks, a potential China slowdown, and extended equity valuations. The midterm results came in as
expected and China has not stumbled. Looking down the road, geopolitical potholes remain unpatched, but they
have not caused any major disruptions, or ankle sprains, to markets. The Fed is walking a tightrope now, insisting
on hiking rates as inflation is still below their target, but unemployment rates keep grinding lower. While equities
were priced to perfection, earnings lived up to expectations.
China: China’s growth remains a risk for 2019. Tariffs could be grouped here as China’s future growth is
impacted by U.S. tariffs. The New Year will start with a temporary truce between China and the U.S., but markets
are already rattled at the possibility this trade dispute will last longer. This is hard to forecast, but both countries
will want to come to an agreement. There will be some push and pull, with neither country wanting to give up
many concessions. This is something we’ll be watching, but so far, the trade dispute has not broadly influenced
the prices of goods; it has been more isolated to certain products and sectors.
Political risks in Europe:
• France has now joined the mix of countries embroiled in populist movements. The Mouvement Des Gilets
Juanes, or “Yellow Vests Movement,” have taken to the streets of Paris to protest the additional tax on
gasoline. While French President Emmanuel Macron ultimately backed down and did not go through with
the tax, the movement continues. Protestors seem to be unhappy about the rise of living expenses and
stagnant salaries. The protests are happening during what would be a busy holiday shopping season and
could cause GDP growth to be reduced by 0.1% in the fourth quarter.
• In Italy, the Five Star Movement took power and now the country is in a showdown with the European
Union over its proposed spending budget. The U.K. was first to the race with Brexit, which is being
finalized in March. It’s possible they could exit the European Union without an agreement on terms to
withdraw.
• Germany is also feeling some pressures and Angela Merkel, Europe’s longest-serving leader, will not run
for reelection in 2021—with some calling for her to resign before then. Europe could lose two of its most
influential leaders in U.K.’s Theresa May and Germany’s Chancellor Merkel in a span of a few months.
European Central Bank President Mario Draghi’s term also ends in October.
As result, 2019 could certainly shape up to be a volatile year for the European continent as political changes bring
uncertainty. Additionally, new leaders and parties may be unable to make difficult decisions needed to turn the
economies around or they may make promises that they can’t keep.
Slowing U.S. growth: GDP growth is anticipated to slow in 2019 and 2020. This would be expected considering
the high growth the U.S. is currently experiencing. However, markets may already be pricing in this slowdown.
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Investors are looking to the future and before the year-end sell off equity valuations were on the high end,
factoring in a lot of future growth.
Monetary policy missteps: This could be the biggest hill on the horizon in 2019. Growth is expected to slow in
the coming years and the Federal Reserve, who carbo-loaded during the early years of the expansion, is hiking
interest rates. The Fed is actually considering hiking rates three times in 2019 and the markets may not be able to
take this. We think the Fed will hit the brakes and only raise rates one time in 2019. If the Fed increases rates too
much, it could cause markets to pull back.

Recap
Balancing the risks with the economic fundamentals, we are cautiously optimistic about 2019. With the market
pricing in many investor concerns, we could see a second wind in equity markets if some concerns are resolved.
We do not take these concers lightly though.
Volatility has also returned to historically normal levels. We continue to recommend sticking with long-term risk
and return objectives and diversifying portfolios against these risks. It’s very important not to have too much
exposure to one risk.
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Economic Indicator
US Nonfarm Monthly Payrolls ('000)
US Total Nonfarm Payrolls - YoY Change
U3 Unemployment Rate
U6 Unemployment Rate
Quit Rate
Initial Jobless Claims ('000) 4 Wk. MA - Month End
KC Fed LMCI Momentum Indicator
Employment to Population Ratio

Source
U.S. Bureau of Labor Statistics
U.S. Bureau of Labor Statistics
U.S. Bureau of Labor Statistics
U.S. Bureau of Labor Statistics
U.S. Bureau of Labor Statistics
U.S. Employment and Training Administration
Federal Reserve Bank of Kansas City
U.S. Bureau of Labor Statistics

US Retail Sales - YoY Change
Vehicle Sales (Mil. Units, annualized)
Personal Savings Rate

U.S. Bureau of the Census
U.S. Bureau of Economic Analysis
U.S. Bureau of Economic Analysis

Industrial Production - YoY Change
Capacity Utilization
Core Capital Goods Orders - YoY Change

Board of Governors of the Federal Reserve System (US)
Board of Governors of the Federal Reserve System (US)
U.S. Bureau of the Census

Building Permits ('000)
Housing Starts ('000)
New Home Sales
S&P/Case-Shiller Home Price Index (20 city) - YoY Change
Total Construction Spending - YoY Change

U.S. Bureau of the Census
U.S. Bureau of the Census
U.S. Bureau of the Census
S&P Dow Jones Indices LLC
U.S. Bureau of the Census

ISM Manufacturing Composite
ISM Manufacturing New Orders
ISM Non-Manufacturing Composite
ISM Non-Manufacturing New Orders
U. of Michigan Consumer Sentiment

Institute for Supply Management
Institute for Supply Management
Institute for Supply Management
Institute for Supply Management
University of Michigan

Consumer Price Index (CPI) - YoY Change
Personal Consumption Expenditure (PCE) - YoY Change
Producer Price Index (PPI) - YoY Change
Average Hourly Earnings - YoY Change

U.S. Bureau of Labor Statistics
U.S. Bureau of Economic Analysis
U.S. Bureau of Labor Statistics
U.S. Bureau of Labor Statistics

Real GDP - QoQ (SAAR)
Real GDP - YoY Change

U.S. Bureau of Economic Analysis
U.S. Bureau of Economic Analysis

Yield Curve - Month End
Leading Index for the United States

Federal Reserve Bank of St. Louis
Federal Reserve Bank of Philadelphia

This report is created by Cetera Investment Management LLC.

14

About Cetera® Investment Management
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group ®.
Cetera Investment Management provides market perspectives, portfolio guidance and other investment advice to
its affiliated broker-dealers, dually registered broker-dealers and registered investment advisers.
About Cetera Financial Group®
Cetera Financial Group (“Cetera") is a leading network of independent firms empowering the delivery of
professional financial advice to individuals, families and company retirement plans across the country through
trusted financial advisors and financial institutions. Cetera is the second-largest independent financial advisor
network in the nation by number of advisors, as well as a leading provider of retail services to the investment
programs of banks and credit unions.
Through its multiple distinct firms, Cetera offers independent and institutions-based advisors the benefits of a
large, established broker-dealer and registered investment adviser, while serving advisors and institutions in a
way that is customized to their needs and aspirations. Advisor support resources offered through Cetera include
award-winning wealth management and advisory platforms, comprehensive broker-dealer and registered
investment adviser services, practice management support and innovative technology. For more information, visit
cetera.com.
"Cetera Financial Group" refers to the network of independent retail firms encompassing, among others, Cetera
Advisors, Cetera Advisor Networks, Cetera Investment Services (marketed as Cetera Financial Institutions),
Cetera Financial Specialists, First Allied Securities, and Summit Brokerage Services. All firms are members
FINRA/SIPC.
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Additional risks are associated with international investing, such as currency fluctuations, political and economic
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instability, and differences in accounting standards.
Glossary

The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping (among other
factors) designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of
the large cap universe.
The S&P Growth Index is a float adjusted, market capitalization weighted index of 317 stocks drawn from the S&P
500 Index that exhibit strong growth characteristics. S&P Dow Jones Indices uses three factors to measure
growth: sales growth, the ratio of earnings change to price, and momentum.
The S&P Value Index is a float adjusted, market capitalization weighted index of 364 stocks drawn from the S&P
500 Index that exhibit strong value characteristics. S&P Dow Jones Indices uses three factors to measure value:
the ratios of book value, earnings and the sales to price sales metric.
The S&P MidCap 400 provides investors with a benchmark for mid-sized companies. The index, which is distinct
from the large-cap S&P 500®, measures the performance of 400 mid-sized companies, representing more than
7% of available market cap.
The S&P MidCap 400 Growth Index represents the growth companies of the S&P MidCap 400 Index which itself
is composed of mid-cap stocks from the broad U.S. equity market. Growth companies are identified by three
factors: book value to price ratio, earnings to price ratio, and sales to price ratio.
The S&P MidCap 400 Value Index represents the value companies of the S&P MidCap 400 Index which itself is
composed of mid-cap stocks from the broad U.S. equity market. Value companies are identified by three factors:
book value to price ratio, earnings to price ratio, and sales to price ratio.
The S&P SmallCap 600 measures the small-cap segment of the U.S. equity market. Introduced in 1994, the index
is designed to track the performance of 600 small-size companies in the U.S, reflecting this market segment’s
distinctive risk and return characteristics. The index measures a segment of the market that is typically known for
less liquidity and potentially less financial stability than large-caps, the index was constructed to be an efficient
benchmark composed of small-cap companies that meet investability and financial viability criteria.
The S&P SmallCap 600 Growth Index represents the growth companies of the S&P S&P SmallCap 600 Index
which itself is composed of small cap stocks from the broad U.S. equity market. Growth companies are identified
by three factors: book value to price ratio, earnings to price ratio, and sales to price ratio.
The S&P SmallCap 600 Value Index represents the value companies of the S&P SmallCap 600 Index which itself
is composed of small-cap stocks from the broad U.S. equity market. Value companies are identified by three
factors: book value to price ratio, earnings to price ratio, and sales to price ratio.
The MSCI EAFE is designed to measure the equity market performance of developed markets (Europe,
Australasia, Far East) excluding the U.S. and Canada. The Index is market-capitalization weighted.
The MSCI EAFE Growth index represents large and mid cap securities exhibiting overall growth style
characteristics across Developed Markets countries around the world, excluding the US and Canada.
The MSCI EAFE Value index represents large and mid cap securities exhibiting overall value style characteristics
across Developed Markets countries around the world, excluding the US and Canada.
The MSCI Emerging Markets is designed to measure equity market performance in global emerging markets. It is
a float-adjusted market capitalization index.
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The MSCI Europe Index is a free float-adjusted market capitalization index that is designed to measure developed
market equity performance in Europe.
The MSCI Pacific Index captures large and mid cap representation across 5 Developed Markets (DM) countries in
the Pacific region. With 470 constituents, the index covers approximately 85% of the free float-adjusted market
capitalization in each country.
The MSCI ACWI is a free float‐adjusted market capitalization weighted index that is designed to measure the
equity market performance of developed and emerging markets. The MSCI ACWI consists of 46 country indexes
comprising 23 developed and 23 emerging market country indexes. The developed market country indexes
included are: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland,
Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the
United Kingdom and the United States. The emerging market country indexes included are: Brazil, Chile, China,
Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru,
Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey* and United Arab Emirates.
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