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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 12/6/19, unless otherwise stated, time periods over 1 week as of  11/30/19. Equity Style 
Performance represented by: Large Value – Russell 1000 Value, Large Blend – Russell 1000, Large Growth – Russell 1000 Growth, Mid Value – Russell MidCap Value, Mid Blend – Russell 
MidCap, Mid Growth – Russell MidCap Growth, Small Value – Russell 2000 Value, Small Blend – Russell 2000, Small Growth – Russell 2000 Growth. Fund flow data (EPFR Global) 11/28/19 –
12/4/19, S&P 500 (Large Cap Blend flows), Russell 3000 (all U.S. equity flows), Russell 1000 (all Large Cap flows), Russell Mid Cap (all Mid Cap flows), Russell 2000 (all Small Cap flows), MSCI 
EAFE (Western Europe DM, Asia Pacific DM flows) MSCI EM (All Emerging Market flows), MSCI World (All Developed Markets flows)

Global Asset Class Performance

Index 1 Week 3-Mos YTD 1 Year 3 Year Flows (mil)
S&P 500 0.21% 7.86% 27.63% 16.11% 14.88% $2,048

Russell 3000 0.17% 7.90% 27.34% 15.49% 14.22% $2,593

Russell 1000 0.15% 7.82% 27.74% 16.10% 14.67% $1,384

Russell MidCap -0.01% 6.72% 27.61% 14.96% 11.63% $786

Russell 2000 0.59% 9.08% 22.01% 7.51% 8.57% $461

MSCI EAFE 0.38% 7.84% 18.78% 13.04% 10.17% ($491)

MSCI EM 0.88% 6.11% 10.57% 7.70% 9.42% $1,715

MSCI World 0.22% 7.77% 24.62% 15.19% 12.98% $5,514

1 Mos Value Blend Growth
Large 3.09% 3.78% 4.44%

Mid 2.67% 3.57% 4.98%

Small 2.34% 4.12% 5.89%

YTD Value Blend Growth

Large 23.15% 27.74% 32.40%

Mid 23.31% 27.61% 33.90%

Small 18.25% 22.01% 25.61%

Factor Index 3 Mos YTD 1 YR Risk-
Adj %

MSCI USA Small Cap 7.74% 24.12% 8.86%

MSCI USA Value 8.15% 22.31% 11.10%

MSCI USA Minimum 
Volatility 2.08% 25.58% 23.53%

MSCI USA Momentum 2.76% 25.83% 19.91%

MSCI USA Quality 8.97% 34.19% 22.79%

MSCI USA Dividend Tilt 8.34% 25.37% 14.86%

Index 1 Week 3-Mos YTD 1 Year 3 Year Yield
Bloomberg Barclays US Aggregate -0.22% -0.28% 8.79% 10.79% 4.10% 2.34

Bloomberg Barclays US High Yield 0.35% 0.97% 12.08% 9.68% 6.31% 6.26
Bloomberg Barclays Municipals 10 
Yr 0.06% -0.58% 7.28% 8.75% 5.31% 1.67

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

12/6/19 11/29/19 9/30/19 12/31/18 12/6/18 12/6/16
2-yr U.S. Treasuries 1.61 1.61 1.63 2.48 2.75 1.12
10-yr U.S. Treasuries 1.84 1.78 1.68 2.69 2.87 2.39
30-yr U.S. Treasuries 2.29 2.21 2.12 3.02 3.14 3.08
10-yr German -0.30 -0.37 -0.57 0.24 0.25 0.34
10-yr Japan -0.02 -0.09 -0.23 0.00 0.05 0.04
10-yr U.K. 0.69 0.61 0.41 1.27 1.22 1.41

Major Equity Asset Class Performance

Rates

Chart of the Week: YTD Equity Performance (Ending 11/30/219)  
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic 
Data

The Markit Manufacturing PMI rose to 52.6 in November from 52.2 in October. Meanwhile, the ISM Manufacturing index fell to 48.1% in November from 48.3% 
in October, which marks the fourth straight month of a sub-50 reading. 

Construction spending fell 0.8% in October at a seasonally adjusted annual rate of $1.29 trillion. 

The ISM nonmanufacturing index fell to 53.9% in November from 54.7%. Meanwhile the IHS Markit services PMI rose to 51.6% on November from 50.6% in 
October. 

According to ADP, the private sector added 67,000 jobs in November, which marks the smallest increase since May.

Factory Orders increased 0.3% in October, which marks the first increase in three months. 

Weekly jobless claims fell to 203,000 during the week ending November 30. 

The U.S. trade deficit fell to $47.2 billion in October from a revised $51.1 billion in September. Despite the narrowing deficit, the U.S. is on track to record the 
biggest annual trade deficit in 11 years. 

The U.S. added 266,000 new jobs in November while pushing down the unemployment rate to 3.5%, matching a 50-year low. This marks the biggest increase in 
employment since January and easily beat estimates. The average hourly wage rose 7 cents to $28.29 an hour, meanwhile, the 12-month increase in pay slowed 
to 3.1% from 3.2%.

Trade Trade concerns and comments from President Trump hurt investor sentiment early in the week. Doubts grew that a phase one deal will be completed before 
the December 15 deadline, as China continues to push for a cancellation of tariffs for a phase one deal to be completed.  If no deal is in place come Dec. 15, 
additional tariffs on Chinese goods will take effect. Additionally, Trump announced that he will reinstate tariffs on metal imports from Brazil and Argentina 
because the two countries have been trying to strengthen their currencies vs the dollar.

Adding to the bearish sentiment was a Fox News report that the White House plans on moving forward with the December 15 tariffs on Chinese goods. 
Furthermore, President Trump told reporters, “In some ways, I like the idea of waiting until after the election for the China deal, but they want to make a deal 
now and we will see whether or not the deal is going to be right.” 

Nevertheless, sentiment flipped after Bloomberg News reported that the U.S. and China were edging closer to a trade deal. The report said both sides are 
getting close to agreeing on the amount of tariffs that would be rolled back in a phase-one deal. 

Key Themes – The S&P 500 Index Rises Slightly on Steller Jobs Report and Mixed Trade News
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2020 is shaping up to be a very eventful year. The headline event will be the presidential election, which is sure to be full of theatrics. Additionally, the trade war looks to continue into 2020, 
and the Federal Reserve will continue to provide headlines. Furthermore, unwrapping Brexit uncertainties will be an issue, while other geopolitical concerns will persist, particularly the 
protectionist policies. 

Much like the past few years, uncertainty regarding U.S. and Global fiscal policies will continue. The U.S. presidential election will headline 2020, however, the ongoing trade war, Brexit, 
Hong Kong protests, and middle east tensions will continue to drive risk-on and risk-off trades during the year. Nonetheless, these uncertainties will provide opportunities for patient 
investors.

The U.S. economic expansion will continue as economic headwinds including a soft manufacturing sector, weak business investment, and a strong labor market that is losing some 
momentum, will be offset by a strong consumer and their willingness to spend, and an accommodative Federal Reserve. It is also worth noting that the upcoming election will play a role in 
fiscal policies. The health of the economy goes a long way to shaping a presidential election. I expect President Trump to do as much as he can to stoke the U.S. economy and try to have it 
running hot come November to give his campaign a boost. 

Accommodative monetary policies around the globe will provide a soft landing for the global economy. Trade uncertainties will continue to hinder global growth, however, I believe a skinny 
trade deal will eventually get completed which will provide a boost to the global manufacturing sector, which will help the overall global economy.

With the U.S. economy in better shape than other global economies and poised to continue expanding, I continue to overweight U.S. equities. U.S. equities remain expensive, particularly the 
“safe” sectors, however, I believe that earnings growth will rebound to mid- to high-single digits during the year, which will ease some of the valuations. Earning multiples will continue to stay 
elevated as investors continue to focus on the solid U.S. economy, easy monetary policy, and solidifying fundamentals. Additionally, I like U.S. equities due to their relatively high quality, and 
minimum volatility and quality factors compared to foreign investments. Within U.S. equities, continue to play defense and invest in sectors that perform well late in the cycle, while focusing 
on quality names with solid balance sheets, strong cash flow, sustainable growth, and who pay consistent dividends.

As I mentioned earlier, I expect the global economy to hit a soft landing in 2020. Additionally, valuations make foreign equities attractive. However, the eurozone still has fundamental issues 
ranging from Brexit uncertainty to weak economies in Germany and Italy. I remain neutral on eurozone and emerging market equities, as the attractive valuations and solidifying global 
economy are offset by the geopolitical and country specific uncertainties. 

Due to stretched valuations, Treasuries no longer offer investors solid yields and capital preservation. I believe Treasuries continue to be an effective portfolio diversifier and a hedge against 
risk asset selloffs. Furthermore, I continue to lean more towards municipals as a source for capital preservation and yields. Municipalities have improved their balance sheets during this 10-
year expansion, which has reduced default risk and improved supply-demand dynamics. Credit markets will be supported by the continued economic expansion and conservative corporate 
behavior. High-yield and investment grade credit will continue to be key parts to our income needs. Additionally, it is important to note that the ballooning amounts of lower quality 
investment grade debt is susceptible to an economic slowdown, which could result in a large amount of credit downgrades.   

U.S. and global equities will continue to display resiliency and finish 2020 modestly higher. It will be important for investors to remain true to their investment policy statements and focus on 
their individual investment goals and objectives. 2020 will not be a time to make extreme plays whether that is with allocations or timing. However, the uncertainty and headline risks will 
present opportunities for investors with long time horizons to increase exposure to cyclical sectors and underappreciated regions. 

2020 Investment Outlook - Markets to Remain Resilient and Provide Opportunities in 2020
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All Eyes On……..

Day Event/Earnings

Monday,  
December 9 

None Scheduled

Tuesday, 
December 10

U.S. NFIB Small-Business Index (November)

Wednesday, 
December 11

U.S. Consumer Price Index (November), Federal Budget 
(November), FOMC Announcement

Thursday, 
December 12

U.S. Producer Price Index (November)

Friday, 
December 13

U.S. Retail Sales (November), Business Inventories (October)

It is Fed week again! Next week’s Federal Reserve (Fed) meeting and Chairman Jerome Powell’s follow up press conference lacks some 
anticipation, as expectations are high that the Fed will keep key short-term benchmark rates in a range of 1.5% - 1.75%. With most expecting the 
Fed to take a pause in cutting rates, attention will be turned to the Fed’s statement and the follow up press conference to try and decipher the 
Fed’s monetary policy in 2020.

As for economic data, the headliners will be the consumer price index and retail sales. Muted inflation was a primary reason why the Fed cut 
rates in 2019, and expectations are for inflation to remain soft moving forward. With the holiday season in full stride, retail sales will be widely 
watched and an important indicator on if the strong consumer will continue to shoulder the U.S. economy.



About Ryan Nauman

As Market Strategist, Ryan Nauman’s primary focus is providing value 
added market and investment insight along with educating buy-side 
participants on investment analytics and portfolio management 
concepts. 

Ryan provides analysis and research on market trends across asset 
classes, sectors, and regions to help empower better decisions for 
creating asset allocation strategies. His insight is disseminated 
through white papers, articles, training, and interviews with a target 
audience of financial advisors, portfolio managers, and investment 
analysts.
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For more insights from Ryan:
Subscribe to his Weekly Recap here.

https://pages.financialintelligence.informa.com/weekly-recap-subscribe
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