
Equity markets shrugged off geopolitical 
and economic uncertainty in 2019 to post 
double digit returns across the board. US 
indices fared the best, with growth stocks 
again the top performers and the Nasdaq 
finishing up 35.2% for the year. Despite 
the fact that they are more negatively 
impacted by the trade war, emerging 
markets were also positive with the MSCI 
Emerging Markets Index climbing 18.4%.  
These annual return numbers are 
impressive however stocks began the year 
deep in a correction that had many indices 
down almost 20% in the last quarter of 
2018. It now appears the fears which 
sparked this correction, trade and a global 
economic slowdown, were overblown. 
When you look at performance including 
the correction (September 2018-December 
2019), the returns are still remarkable but 
less indicative of over exuberance: S&P 
500 +13.7%, Nasdaq +11.5%, MSCI 

EAFE +6.72%, and MSCI Emerging 
Markets +9.5%. 
Equity markets are no longer cheap after 
this rally as earnings have not risen as 
dramatically as prices. Price to earnings 
ratios are modestly higher than their long-
term averages for US and developed 
foreign markets, with emerging markets 
the last remaining pocket of discounted 
valuation, likely due to ongoing trade 
uncertainty. Generally, global economic 
conditions have stabilized, aided by 
supportive monetary policy and a 
slight cooling of the trade war. Markets 
acknowledged this with a strong finish to 
the year.       
Bonds posted their best year since 2002, 
achieving most of their returns prior to 
the fourth quarter when rates leveled off. 
Three rate cuts throughout the year by the 
Federal Reserve, coupled with demand for 
US bonds in a global low rate environment, 

pushed US bond yields lower and prices 
higher. The 10-year US Treasury yield 
began 2019 at 2.69% and touched a low 
of 1.47% in September, but rebounded to 
close the year at 1.92%. With the threat 
of recession seemingly less ominous, the 
Federal Reserve is expected to keep rates 
stable for 2020.

The financial news media loves to make 
a big deal when the market indices 
reach “new all-time highs”- which many 
did in 2019. We find that rather than 

celebrating, this makes many of our clients 
incredibly nervous, although it shouldn’t 
necessarily. The price level of the index 
should rise as long as the earnings of the 

companies that comprise the index are 
rising as well. Minus setbacks during 
economic recessions, the market indices 
have historically continued to climb higher, 
as have the earnings and dividends of the 
underlying companies. To better evaluate 
whether the market is “too high” or 
overpriced, it is helpful to look at the price/
earnings ratio and dividends. Although the 
index price level may be at a new all-time 
high, markets have been more “expensive” 
at times.  
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MARKETS CLOSE STRONG

HOW HIGH IS THE STOCK MARKET REALLY?

Index               2019 (through 12/31)
S&P 500
DJIA
EAFE (Int’l)
BC Ttl Bond

Dow Jones Relative Risk Benchmarks
Conservative
Moderate
Aggressive

+18.6

+27.1

+22.0

+8.7

+8.1

+31.5

+25.3

Source: JP Morgan Guide to Markets - December 31, 2019
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DISCLOSURES
This material is being provided for information purposes only and is not a complete description, nor is it a recommendation. Any opinions are those of Ascential Wealth Advisors and not necessarily those of Raymond James. The information has 
been obtained from sources considered to be reliable, but Raymond James does not guarantee that the foregoing material is accurate or complete. Investing involves risk and investors may incur a profit or a loss regardless of strategy selected. 
Prior to making an investment decision, please consult with your financial advisor about your individual situation. Past performance is not a guarantee of future results. Investments mentioned may not be suitable for all investors. Diversification 
does not ensure a profit or guarantee against a loss. Individuals cannot invest directly in any index, and index performance does not include transaction costs or other fees, which will affect actual investment performance. There is no guarantee 
that these statements, opinions or forecasts provided herein will prove to be correct. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock market. The Dow Jones Industrial 
Average (DJIA), commonly known as “The Dow” is an index representing 30 stock of companies maintained and reviewed by the editors of the Wall Street Journal. MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market 
capitalization index that is designed to measure developed market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations. The Barclays Capital Aggregate Bond Composite 
Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities averaging approx. 10 years. The MSCI Emerging Markets is designed to measure equity 
market performance in 25 emerging market indices. The index’s three largest industries are materials, energy, and banks. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. International 
investing involves special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. There are special risks associated with investing with bonds such as interest rate risk, market 
risk, call risk, prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn more about these risks, please contact our office. Investing in emerging markets can be riskier than investing in well-established foreign 
markets. Investing involves risk and investors may incur a profit or a loss. Dividends are subject to change and are not guaranteed. Dividends must be authorized by a company’s board of directors. The NASDAQ composite is an unmanaged 
index of securities traded on the NASDAQ system. Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. Holding 
bonds to term allows redemption at par value. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise. 

Ascential Wealth Advisors is not a registered broker/dealer and 
is independent of Raymond James Financial Services. Securities 
offered through Raymond James Financial Services, Inc. Member 
FINRA/SIPC. Investment advisory services offered through 
Raymond James Financial Services Advisors, Inc.

FIXED INCOME — After a year of rate cuts, the Federal Reserve and other central banks seem to be pausing. 
Absent an unforeseen event, we expect interest rates to remain unchanged in the US for the year ahead. Globally 
rates and inflation remain low, and monetary policy is accommodative. The spike in negative yielding foreign debt 
has tapered off, but yields in most other countries remain lower that in the US, creating increased demand for 
US bonds. We expect this combination of factors to keep bond yields low for the foreseeable future, and remain 
committed to employing active managers in the bond category to determine the best positioning and adjust 
as needed. While yields are not particularly attractive at this time, fixed income maintains an important role in 
managing portfolio risk. 
US EQUITIES — Expectations are for the US economy to remain resilient, fueled by low interest rates, full 
employment, and rising wages. Equities should continue to benefit from these solid economic fundamentals. 
Returns in 2020 will likely be driven by earnings growth which is estimated to be in the mid to upper single digits. 
Trade developments and the elections could influence equities as well, potentially enhancing short-term volatility. 
While we remain cautiously optimistic about US stocks, after a great year like 2019 we recommend trimming 
exposure where needed to rebalance portfolios back to their previous target allocations. Within the US equity 
space, we currently favor an even weighting between value and growth, and a slight overweight to small and mid-
cap stocks. 
INTERNATIONAL EQUITIES — Global central banks have been using stimulus to prop up economies in the face 
of a slowdown, and it has been effective so far. Like US equities, foreign stocks are now also slightly more expensive 
than their historical average, with the exception of emerging markets. Because valuations are appealing and 
emerging economies continue to grow at twice the rate of developed countries, we are recommending an increase to 
emerging markets exposure. Also, emerging economies are heavily export dependent and stand to reap the highest 
benefit from progress in trade negotiations. We are less confident that the issues facing the European Union will be 
easily resolved and may result in further stagnation. As a result, a slight shift from developed to emerging markets 
feels timely. 

Our View — Use active 
managers to navigate unique 
interest rate environment

Our View — Maintain allocation, 
rebalance where needed

Our View — Reduce 
developed markets and 
increase emerging markets 
exposure

did you know?

THE MARKET DURING ELECTION YEARS: 1928-2016 
Source: MFS Investment Management- Primaries, Caucuses and Elections – Oh My!
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