
The weight of the evidence leans positive, in line with our modest overweight to risk across portfolios.
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Market momentum continues to improve
S&P 500 Index hit new high; trend is solid
Sentiment survey data shifted more neutral; equity flows still negative
4Q tends to be the most constructive for equities

Fiscal stimulus potentially offset by tariffs in 2020
The Fed has cut three times and remains accommodative
Global inflation low and inflation expectations muted
US yield curve has largely “un-inverted” but more progress is needed
Global growth slowdown but still positive; US/China trade war concerns
CEO confidence has fallen sharply; small business confidence still elevated 
Measures have ticked down but remain at elevated levels
US earnings growth slowing but positive; weaker ex-US
Credit spreads have tightened; little sign of stress in financial conditions

US equity valuations at long-term averages; more attractive ex-US
Longest expansion on record but also the slowest
Mixed (US and emerging markets positive; developed int’l negative)
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Within the long-term factors we have moved 
business cycle from a positive to a neutral. The 
duration of our current economic recovery has 
been the longest on record, but it has also been the 
slowest which has helped to prolong the expansion. 
Our outlook on the economy remains positive 
over the intermediate term and we see few signs 
of recession; however, we are undoubtedly in the 
second half of the business cycle.

Within the short-term factors, both market 
momentum and trend improved from neutral to 
positive as the S&P 500 Index recently hit a new 
high. Investor sentiment, a contrarian indicator, 
remains in neutral as survey data shows more 
optimism, but flows into equity products are still 
decidedly negative. Seasonality is a positive as the 
fourth quarter has historically been the strongest 
quarter for equity markets. 

Intermediate-term factors remain neutral 
to positive overall; however, business 
sentiment was moved from neutral to 
negative. The measure of CEO confidence 
has fallen meaningfully, likely impacted by 
trade rhetoric. While optimism surrounding 
a trade deal has improved recently, it 
remains a big risk to our otherwise positive 
macroeconomic outlook.
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