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We have allowed asset allocations relative to each client’s personal benchmark, to drift toward 
neutral as economic news has improved and equity markets around the world have moved higher 
during the fourth quarter.  Rising equity markets and falling bond markets during the quarter 
have been accompanied with somewhat higher expectations for corporate earnings in 2020.  As a 
result, reasonable valuations for the equity market in the United States have endured and equity 
markets overseas remain significantly undervalued.  Should expectations for corporate earnings 
continue to stabilize and move higher, we expect U.S. interest rates to also continue to move 
modestly higher.  Foreign interest rates remained negative during the fourth quarter, but less so.  
The chance that the U.S. economy will avoid a recession in 2020 has strengthened as a result. 
 
None of the potentially negative factors that we have pointed to in recent updates have 
dissipated, but there are signs of improvement.  Disappointing manufacturing news in the United 
States has given way to discussions about the reduced impact that manufacturing has had on 
corporate profits in recent years.  The negative impact of a world trade war remains, but recent 
progress on a weak first step to a trade deal has helped.  The Fed’s policy has become less 
hawkish and the potential for a bad (“Hard”) BREXIT in the United Kingdom has subsided 
somewhat with new elections in the United Kingdom.  Finally, while the lack of progress on a 
comprehensive infrastructure spending bill continues, the government has moved spending into 
overdrive as much as possible to support the economy during an election year.   
  

Signs of a possible recession in late 2020 have subsided 
and equity markets have responded.  Meanwhile, 
equity market valuations have remained reasonable as 
economic reports have improved.  Therefore, we have 
allowed asset allocations relative to each client’s 
personal benchmark to drift toward neutral. 
                                                 Robin Smith, CFA, CFS, EA 
 

 

We have allowed asset allocations relative to each client’s personal benchmark 
to shift toward neutral as equity markets have moved higher and bonds have 
moved lower.  Reasonable equity valuations and reduced concerns surrounding 
corporate profits, BREXIT and a world trade war, support this action. 
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All economic and performance data is historical and not indicative of future results. The market indices discussed 
are unmanaged. Investors cannot invest in unmanaged indices. The publisher is not engaged in rendering legal, 
accounting or other professional services. If other expert assistance is needed, the reader is advised to engage the 
services of a competent professional. Please consult your Financial Advisor for further information. Additional risks 
are associated with international investing, such as currency fluctuations, political and economic instability and 
differences in accounting standards. 

These views are those of CapitalCrestTM, and not the presenting Representative or the Representative’s 
Broker/Dealer, and should not be construed as investment advice to anyone who is not a client of CapitalCrest. 
 
The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks. The NASDAQ 
Composite Index is an unmanaged, market-weighted index of all over-the-counter common stocks traded on the 
National Association of Securities Dealers Automated Quotation System. The Standard & Poor's 500 (S&P 500) is an 
unmanaged, market-weighted index of common stock considered to be representative of the stock market in 
general.  It is not possible to invest directly in any index. 
 
Each MSCI Index is a free-float, market capitalization weighted index. The MSCI World Index includes developed 
world markets, and does not include emerging markets. The MSCI Emerging Markets Index consisting of indices in 
more than 25 emerging economies. The MSCI Asia ex Japan Index captures large and mid-cap representation across 
2 of 3 Developed Markets countries (excluding Japan) and 8 Emerging Markets countries in Asia.  The MSCI US REIT 
Index includes US REITs that are included in the MSCI All Country World Index.  The Dow Jones—UBS Commodity 
Index SM is a highly liquid and diversified benchmark that allows investors to track the commodity futures market.  
The named Broker/Dealer does not give tax or legal advice. All information is believed to be from reliable sources; 
however we make no representation as to its completeness or accuracy. 
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