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Domestic Equity Q4 2018 2nd Half 2018 2018

S&P 500 -13.52% -6.85% -4.39%

Russell 1000 -13.83% -7.42% -4.79%

Russell 2000 -20.21% -17.35% -11.03%

Russell 3000 -14.31% -8.20% -5.25%

Russell 1000 Value -11.73% -6.69% -8.28%

Russell 1000 Growth -15.89% -8.17% -1.52%

International Equity

MSCI Emerging Market -7.47% -8.49% -14.49%

MSCI All Country World (ex US) -11.49% -10.84% -14.20%

Fixed Income

BBgBarc U.S. Aggregate Bond 1.64% 1.65% 0.01%

BBgBarc U.S. Treasury 2.57% 1.96% 0.86%

BBgBarc U.S. Corporate -0.18% 0.79% -2.51%

BBgBarc U.S. Corporate High Yield -4.53% -2.24% -2.08%

BBgBarc Municipal 1.69% 1.53% 1.28%
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Cyclical bear ending within context of Secular bull.  Expect global equity markets to 
rebound.  2019 S&P 500 target of 2900.  

International – emerging markets set to outperform.

Expect to see volatility remain elevated given correction and late cycle economic 
expansion.

Economy — about to become longest U.S. economic expansion on record.  Strong 
economic momentum, leading indicators, labor market, yield curve suggest 
continued economic growth.  For U.S. economy, we expect growth to moderate to 
2.3%.  Global economy to grow 3.5%.  

Risks to the outlook — Peak in earnings growth, risk of policy mistake by Federal 
Reserve, budget deficit, China trade war, geopolitical risks in Europe (Brexit, 
political turmoil on continent), politics in U.S..

Federal Reserve —Expect one additional rate hike. Market beginning to price in 
potential for rate cut late 2019 / 2020.  May slow balance sheet reduction.

Fixed Income — 3.00% target for 10-year yields.  Favor risk off coming into year.  
Credit conditions and strength of economy still supportive of credit after correction. 
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LEI Peak Recession Start
Months from
Peak to Start

12/31/1959 4/30/1960 4

4/30/1969 12/31/1969 8

2/28/1973 11/30/1973 9

10/31/1978 1/31/1980 15

10/31/1980 7/31/1981 9

1/31/1989 7/31/1990 18

4/30/2000 3/31/2001 11

3/31/2006 12/31/2007 21

LEI Recession Lead Times

Source: Ned Davis Research
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Yield Curve (bps)

Start of Recession At Start of Recession 52-Week Low

12/31/1969 -13 -45

11/30/1973 -61 -187

01/31/1980 -87 -208

07/31/1981 -20 -373

07/31/1990 61 -16

04/02/2001 72 -99

12/31/2007 79 -60

Current 31 31
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S&P 500
Declines

Occurrences
Per Year

Frequency
Average

Probability of 
Decline Moving to 

Next Stage
Mean

Decline

-5% or more 3.4 Every 14 weeks 32% -10.9%

-10% or more 1.1 Every Year 45% -19.5%

-15% or more 0.5 Every 2 years 58% -28.2%

-20% or more 0.3 Every 3 years N/A -35.7%
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Will be provided 
in pdf format
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