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The stock and bond markets have
been off to a strong start so far in
2019. Stocks rebounded in January
after a sharp downturn in the fourth
quarter of 2018, with the US
leading the way and the S&P 500
(large cap US stocks) up 13.6%
year to date. It marked the largest
quarterly gain since the third
quarter of 2009 and the best first
quarter since 1998. Optimism on
trade negotiations with China and a
change in stance on rising interest
rates from the Fed both contributed
to the strong start. The markets
welcomed the idea that the Federal
Reserve would be more patient
with raising interest rates this year.
The S&P 500 is now up over 20%
since the year end low on
Christmas eve, after the worst
December for the markets since
the Great Depression. The top
performing sectors this quarter
have been information technology
and real estate (see page 15).

Small cap stocks (as measured by
the Russell 2000) outperformed
large caps and were up 14.6%
(see page 14). Growth stocks
have continued to outperform
value stocks (see page 16).
International stocks are also off to
a strong start, with both developed
and emerging markets up almost
10% year to date. Commodities
have also rallied this year after a
steep sell off in late 2018.

Last month was the 10-year
anniversary of the market lows
during the financial crisis in 2009.
It was a jarring ride, with the S&P
500 down over 50% from the
October 2007 high. The strong
market run since then is a
reminder not to make financial
decisions based on emotion or
market headlines.

High quality core bonds performed
well this quarter, up 2.9% year to
date due to accommodative global
central bank policy and concerns
about slowing global growth. The
yield on the 10-year Treasury
slipped to under 2.35% in March
as rising demand for government
bonds drove prices up (yields
move inversely to prices). This
was the lowest level for the 10-
year Treasury since 2017 and it
ended the quarter at 2.41%. The
Fed left rates unchanged at their
March meeting and they’re
projecting no rate hikes in 2019.
Some market forecasters are
predicting a possible rate cut by
the end of 2019. It was just a few
months ago that investors were
concerned that the Fed could
raise rates too far too fast, tipping
the US economy into a recession.
High yield bonds were the top
performer in fixed income,

1st Quarter-
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followed by emerging market
bonds. The yield curve recently
inverted (with the yield on the 3-
month T-bill rising above that on the
10-year Treasury). Typically short
term rates are lower than longer
term ones. This occurrence has
preceded the last seven
recessions, however, this signal
isn’t a reliable indicator of the
timing of the next recession. In
addition, central banks around the
world have been purchasing large
amounts of government bonds
since the last recession, driving up
the prices and decreasing the
yields. Short term rates have also
been pushed higher as the Fed has
raised rates nine times since 2015.
Overall, it may be a less reliable
signal of an upcoming recession
than it has in the past, but it bears
watching. We think recession risk in
the near term remains low,
however, we remain cautious and
continue to think that market
volatility may persist. We believe
that it continues to make sense to
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be diversified, patient and focused
on long term goals.

We hope that you have a wonderful
spring! Please contact us if you
have any questions or if we can be
of any assistance.

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 Stephens
Wealth Management Group and not necessarily those of
Raymond James. All opinions are as of this date and are
subject to change without notice. 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
you may incur a profit or loss regardless of strategy
selected. Past performance is not a guarantee of future
results. Diversification and asset allocation do not ensure a
profit or protect against a loss. Keep in mind that individuals
cannot invest directly in any index, and index performance
does not include transaction costs or other fees, which will
affect actual investment performance. Investing in emerging
markets can be riskier than investing in well-established
foreign markets. International investing involves special
risks, including currency fluctuations, differing financial
accounting standards, and possible political and economic
volatility. Investments mentioned may not be suitable for all
investors. 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. Holding investments for the long term
does not insure a profitable outcome. Companies engaged
in business related to a specific sector are subject to fierce
competition and their products and services may be subject
to rapid obsolescence. There are additional risks
associated with investing in an individual sector, including
limited diversification. There is no assurance any forecasts
provided will prove to be correct.
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Real gross domestic product (GDP) increased at an annual rate of 2.2%  in the fourth quarter of 2018, according to the "third" 
estimate released by the Bureau of Economic Analysis. In the third quarter, real GDP increased 3.4%.

The GDP estimate is based on more complete source data than were available for the "initial" estimate of 2.6%. With this 
estimate for the fourth quarter, the general picture of economic growth remains the same.

Economic Review

Source: Bloomberg, as of 12/31/2018
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Presenter
Presentation Notes
Gross domestic product (GDP) is a widely used measure of economic activity, reflecting both income and output. GDP can be defined as the total market value of all final goods and services produced domestically within a given quarter or year. The U.S. Commerce Department often revises its preliminary GDP estimates as additional data becomes available.GDP represents the total of personal consumption, gross investment, government spending and net exports (exports less imports). Unlike gross national product (GNP), which includes net foreign income (the current account) and is designed to measure the value of output of U.S. firms, regardless of where the firms are located, GDP measures the market value of all output produced within a nation’s borders.Data shown are quarterly, seasonally adjusted, annualized GDP in chained 2005 U.S. dollars.



CONTRIBUTIONS TO % CHANGE IN REAL GDP

6

Source: Bloomberg, as of 12/31/2018

Economic Review

The increase in real GDP in the fourth quarter reflected positive contributions from personal consumption expenditures 
(PCE), nonresidential fixed investment, exports, private inventory investment, and federal government spending. Those 
were partly offset by negative contributions from residential fixed investment and state and local government spending. 

Imports, which are a subtraction in the calculation of GDP, increased.
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Presenter
Presentation Notes
In this chart the seasonally adjusted annualized GDP is divided into its four core components: consumer spending, private investment, government and net exports. Consumer spending includes all purchases of goods and services at the consumption level. Private investment incorporates all domestic investment including fixed (i.e., machinery) and inventories. “Government” (federal, state and local) includes all government expenditures and gross investment. Net exports is the difference between exports and imports and, traditionally, is a negative value.Viewing the components can provide greater information on the business cycle and transparency in the engines of the economy. Typically in a recession, automatic stabilizers (and occasionally stimuli) will act to increase the government’s roll in the economy as it positively replaces the other dampened sectors. The consumer impact is typically moderately cyclical and accounts for the broad majority of the GDP. Private investment (i.e., corporate) is the most cyclical and volatile of the categories. Draw-downs often play a substantial role in an economy’s eventual rise out of recessionary malaise, but corporate confidence in growth beyond a rebound is observable in expenditures on fixed investment. Net exports is most often negative and has the smallest impact.



EMPLOYMENT
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Source: Bloomberg, as of 3/31/2019

Economic Review

Total nonfarm payroll employment increased by 196,000 in March, and the unemployment rate was unchanged at 
3.8% with notable job gains occurring in health care and in professional and technical services. The number of

unemployed persons was essentially unchanged at 6.2 million.

Source: Bloomberg, as of 3/31/2019
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Presenter
Presentation Notes
The civilian unemployment rate, expressed as a percentage, represents the number of unemployed people divided by the total size of the labor force – which includes both unemployed and employed workers. Individuals age 16 and older who are jobless, looking for jobs and available for work are considered unemployed. People who are either not looking for a job, or would not work if they found a job, are not included in this measure. This group includes “discouraged workers” who want and are available for jobs but who are not looking because they believe there are no jobs available for which they would qualify. The Bureau of Labor Statistics calculates the unemployment rate based on a survey of U.S. households.Nonfarm payroll employment is a measure of the labor market’s overall strength. Reflecting all business employees, excluding private household employees, general government employees and employees of nonprofit organizations, it accounts for about 80% of the workers who contribute to GDP. 



MAJOR INDUSTRY CONTRIBUTIONS TO JOB GROWTH

8

Source: Bureau of Labor Statistics, as of 3/31/2019, a preliminary estimate of the net number of 
jobs in the various industries in the latest month.

Economic Review

Health care, one of the leading job sectors, added 49,000 jobs in March and 398,000 over the past 12 months.
Over the month, employment increased in ambulatory health care services,

hospitals, and nursing and residential care facilities, reflective of an aging population. 
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Presenter
Presentation Notes
Major Industry Highlights of Monthly Jobs: The data in this chart, which is gathered by the Bureau of Labor Statistics, is an estimate of the net number of jobs in the various of industries  in the latest month. It is  based on a sample of roughly 140,000 businesses and government agencies taken during the week that contains the 12th day of the month.



INFLATION
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Source: Bloomberg, as of 1/30/2019

Personal Consumption Expenditure (PCE) is the preferred measure of inflation by 
the Bureau of Economic Analysis.

Economic Review

The year-over-year PCE price index fell to 1.4% in January from 1.8% in December while the core PCE price 
index (excluding food and energy) dropped from 2.0% to 1.8%. Both inflation indicators continue to hover 

near the Federal Reserve’s target rate of 2%.

“Input price pressures have been mixed, but generally moderate. Inflation expectations remain well anchored.
The ability of firms to raise prices appears to be mixed.” – Dr. Scott Brown, Chief Economist
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Presenter
Presentation Notes
The personal consumption expenditure PCE is one measure of U.S. inflation. The PCE measures the percentage change in prices of goods and services purchased by consumers throughout the economy. Of all the measures of consumer price inflation, the PCE covers the broadest set of goods and services.  Core PCE excludes food and energy.



Inflation and supply costs are keeping prices up, but low vacancy rates and more disciplined lending practices point to a very 
different market than the 2000s. Affordability issues and lack of labor supply are keeping building permits and housing starts 

subdued.

HOUSING MARKET
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Source: Bloomberg, as of 1/31/2019 Source: U.S. Census Bureau, as of  12/28/2019

Economic Review
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Presenter
Presentation Notes
Calculated quarterly, the S&P/Case-Shiller Home Price Index is a broad composite of single-family home price indices drawn from 10 regional metropolitan areas, including Boston, Chicago, Denver, Las Vegas, Los Angeles, Miami, New York, San Diego, San Francisco and Washington, D.C. It is based on weighted repeat sales methodology utilized with the intention to measure housing prices with a constant level of quality. It utilizes a 3-month moving average and is indexed so that the year 2000 is equal to 100. New Privately-Owned Housing Units Authorized by Building Permits in Permit-Issuing Places (Seasonally Adjusted Annual Rate):A housing unit, as defined for purposes of these data, is a house, an apartment, a group of rooms, or a single room intended for occupancy as separate living quarters. Separate living quarters are those in which the occupants live separately from any other individuals in the building and which have a direct access from the outside of the building or through a common hall. In accordance with this definition, each apartment unit in an apartment building is counted as one housing unit. Housing units, as distinguished from "HUD-code" manufactured (mobile) homes, include conventional "site-built" units, prefabricated, panelized, sectional, and modular units.



Economic Review

CONSUMER CONFIDENCE
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Source: Bloomberg, as of 3/31/2019

"Consumer Confidence decreased in March after rebounding in February, with the Present Situation the main driver of this 
month’s decline. Confidence has been somewhat volatile over the past few months, as consumers have had to weather 
volatility in the financial markets, a partial government shutdown and a very weak February jobs report. Despite these 

dynamics, consumers remain confident that the economy will continue expanding in the near term. However, the overall 
trend in confidence has been softening since last summer, pointing to a moderation in economic growth.”

- Lynn Franco, Director of Economic Indicators at The Conference Board
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Presenter
Presentation Notes
The Surveys of Consumers has been conducted by the Survey Research Center at the University of Michigan since 1946. The surveys have proven to be an accurate indicator of the future of the national economy. The data is widely used by a broad range of business firms, financial institutions, and federal agencies.  The Index of Consumer Expectations is an official component of the Index of Leading Indicators developed by the U.S. Department of Commerce. Each month, 500 individuals are randomly selected from the contiguous United States (48 states plus the District of Columbia) to participate in the Surveys of Consumers. In order for the results to accurately represent the opinions of the population of the United States, it is important that each person selected participates. The questions asked cover three broad areas of consumer confidence: personal finances, business conditions, and future buying plans The Survey of Consumers is a rotating panel survey based on a nationally representative sample that gives each household in the coterminous U.S. an equal probability of being selected. Interviews are conducted throughout the month by telephone. The minimum monthly change required for significance at the 95% level in the Sentiment Index is 4.8 points; for Current and Expectations Index the minimum is 6.0 points.
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Source: Morningstar Direct, as of 3/31/2019

QTD 1-Year 3-Year 5-Year 10-Year
U.S. Equity 14.04% 8.77% 13.48% 10.36% 16.00%

Non-U.S. Equity 10.31% -4.22% 8.09% 2.57% 8.85%
U.S. Fixed Income 2.94% 4.48% 2.03% 2.74% 3.77%

 Global Real Estate (REITs) 14.73% 11.38% 6.60% 6.62% 13.76%
Commodities 6.32% -5.25% 2.22% -8.92% -2.56%

Cash & Cash Alternatives 0.60% 2.11% 1.17% 0.72% 0.41%

Source: Morningstar Direct, as of 3/31/2019

Past performance is not indicative of future results. Please see slides 29-32 for 
asset class and index definitions. 
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Presenter
Presentation Notes
Tracking the performance of selected unmanaged indices representing various types of securities illustrates how different asset classes performed over a given period and, just as important, how they performed relative to each other.This chart focuses on U.S. Equity, represented by the Russell 3000; Non-U.S. Equity, represented by the MSCI All Country World Index Ex U.S.; Fixed Income, represented by the BC (Barclays Capital) Aggregate Bond Index; Real Estate, represented by the FTSE EPRA NAREIT Global Real Estate Index; Cash & Cash Alternatives, represented by the Citi 3-month T Bill index; and Commodities, represented by the Bloomberg Commodity TR USD Index.



Blended Portfolio Allocation: 45% U.S. Equity / 15% Non-U.S. Equity / 40% Fixed Income

ANNUAL ASSET CLASS TOTAL RETURNS 
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Source: Morningstar Direct, as of 3/31/2019
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Past performance is not indicative of future results. Please see slides 29-32 
for asset class and index definitions. 
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Presentation Notes
This chart illustrates the returns delivered by a variety of asset classes over a period of time. As you can see, during the period illustrated, each asset class reacted differently to economic and financial development.By diversifying across asset classes, investors seek to hedge against the unknown since, by definition, for a group of assets to be considered an asset class, it should – among other attributes – exhibit low correlation with other asset classes. In other words, one asset class may tend to flourish during periods of high inflation, while another asset class may suffer. Asset allocation and diversification do not ensure profit or protect against loss.The portfolio mix is 45% S&P 500 Index / 15% MSCI EAFE Index / 40% Barclays Capital Aggregate Index.



Most asset classes recovered from the fourth quarter pullback, with U.S. equities in the lead. U.S. small caps were a top 
performer in the first quarter, after experiencing severe losses of 20% in the fourth quarter of last year. Small-cap 

fundamentals are attractive relative to large caps, however, these companies are more volatile during market selloffs. Once 
the market finishes repricing, this may be an opportunity to rebalance assets into higher beta, small-cap strategies.

ASSET CLASS RETURNS 
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Capital Markets

Source: Morningstar Direct, as of 3/31/2019
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Past performance is not indicative of future results. Please see slides 29-32 for 
asset class and index definitions. 
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Presenter
Presentation Notes
This chart illustrates the returns delivered by a variety of asset classes over the course of a year as well as over the course of a quarter. As you can see, each asset class reacted differently to the events of those two time periods.By diversifying across asset classes, investors seek to hedge against the unknown since, by definition, for a group of assets to be considered an asset class, it should – among other attributes – exhibit low correlation with other asset classes. In other words, one asset class may tend to flourish during periods of high inflation while another asset class may suffer. 



“Technology scores high as favorable fundamental and technical momentum outweigh elevated relative valuation. Additionally,
with many companies exposed to China, a tailwind will be added for the sector if our base case for a favorable outcome on

U.S./China trade materializes.” - J. Michael Gibbs, Managing Director of Equity Portfolio & Technical Strategy
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S&P 500 SECTOR RETURNS

15

Capital Markets

Source: Morningstar Direct, as of 3/31/2019

Returns are based on the GICS Classification model. Returns are cumulative total return 
for stated period, including reinvestment of dividends. 
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Past performance is not indicative of future results. Please see slides 29-32 for asset 
class and index definitions. Stephens Wealth Management Group

Presenter
Presentation Notes
S&P 500 sector returns offer another example of how different assets react to different circumstances. However, where the last chart demonstrated differences among different classes of investments, this one illustrates how different sectors within one asset class – stocks – respond differently to the same set of conditions.Standard & Poor’s employs 10 primary sectors: consumer discretionary, consumer staples, energy, financials, healthcare, industrials, information technology, materials, telecommunication services and utilities. These are derived from the Global Industry Classifications Standard (GICS®), an industry model used by market participants worldwide.You can see their aggregate performance represented by the S&P 500, a diverse index consisting primarily of leading companies from a wide variety of different economic sectors. Because the index is weighted by market cap, the largest firms have the greatest impact on the index.
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EQUITY STYLES

“We favor growth-oriented strategies (in the near term) as the Federal Reserve's language regarding a potential ‘pauseʼ in policy 
tightening (raising short-term rates and decreasing their balance sheet), bodes well for growth relative to value, making 

cyclical sectors more favorable than their defensive counterparts. This could start to change if margin pressure from growth 
stocks damped earnings outlooks.”

- Tactical Asset Allocation Outlook, April 2019 Investment Strategy Quarterly

Style box returns based on the GICS Classification model. All values are cumulative total return for stated period including reinvestment of dividends. The indices used 
from left to right, top to bottom are: Russell 1000 Value Index, Russell 1000 Index, Russell 1000 Growth Index, Russell Mid-Cap Value Index, Russell Mid-Cap Blend 
Index, Russell Mid-Cap Growth Index, Russell 2000 Value Index, Russell 2000 Index and Russell 2000 Growth Index. Past performance is not indicative of future results. 

Capital Markets

Value Blend Growth

Large 11.9% 14.0% 16.1%

Mid 14.4% 16.5% 19.6%

Small 11.9% 14.6% 17.1%

Q1 2019 Total Return

Value Blend Growth

Large 5.7% 9.3% 12.7%

Mid 2.9% 6.5% 11.5%

Small 0.2% 2.0% 3.9%

12-Month Total Return

Source: Morningstar Direct, as of 3/31/2019 Source: Morningstar Direct, as of 3/31/2019

Past performance is not indicative of future results. Please see slides 29-32 for asset 
class and index definitions. 
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Presentation Notes
Yet another way to diversify investment assets is by selecting different styles of investments. The “style boxes” illustrated here classify indices in terms of the capitalization (large-, mid- and small-cap) of the companies – the vertical axis – and the investment approach favored by the money manager. In general, the smaller the capitalization of a stock, the more volatile it tends to be – meaning that the stock may offer dramatic potential for growth, but also entails equally dramatic potential for declines. Value investing generally involves buying stocks that appear underpriced based on fundamental analysis. Such securities are typically shares in public companies that trade at discounts to book value, yield robust dividends, have low price-to-earnings multiples and/or low price-to-book ratios.Blend investing focuses on securities that are likely to perform consistently over time. These securities are often used to form the foundation of a portfolio. At the other end of the spectrum are growth stocks, selected for their potential to generate significant earnings growth over the long term.By combining the attributes along the vertical and horizontal axes of the style box, investors can tailor their holdings to help meet their financial objectives while not exceeding their appetite for risk.



“In a simple model of recessions, the current spread between the 10-year Treasury note yield and the federal funds target 
rate implies about a 30% chance that the economy will enter a recession in the next 12 months. At this point, a broad-based 

decline in economic activity does not appear to be the most likely scenario, but the odds are too high for comfort and 
investors should monitor the situation closely in the months ahead.” – Dr. Scott Brown, Chief Economist

THE U.S. TREASURY YIELD CURVE
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Capital Markets

Source: Federal Reserve, as of 3/31/2019
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Presentation Notes
The Treasury yield curve illustrates the relationship between different maturities – ranging from one month to 30 years – of Treasury securities and their yields to maturity. When short-term yields are lower than long-term yields, the line slopes upward producing a positive (or “normal”) yield curve. When short-term yields move above their longer-term counterparts, the curve is negative (or inverted). A flat curve indicates little or no difference between short- and long-term yields.In general, a positive yield curve indicates that investors require a higher rate of return in exchange for assuming the risk of lending money for a longer period of time. Steep positive curves also tend to indicate that investors expect future economic growth and inflation (and thus interest rates) to increase.A sharply inverted yield curve means investors anticipate sluggish economic growth, lower inflation and, thus, lower interest rates. A flat curve generally indicates that investors have no clear expectations about future economic growth and inflation.Treasury securities are frequently used to plot yield curves because they are considered “risk-free” and so serve as a benchmark for determining yields on other types of debt.The spread, or difference, in yield between the 2-year U.S. Treasury note and the 10-year Treasury note is one indication of expectations about the direction of both monetary policy and inflation. The spread typically shows the additional yield that could be earned from the bond that carries the higher risk. In most, but not all, circumstances, the greater duration risk implied by the 10-year bond generates a higher yield than the 2-year Treasury note.



FIXED INCOME YIELDS
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Source: Bloomberg, as of 3/31/2019
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Past performance is not indicative of future results. Please see slides 29-32 
for asset class and index definitions. 
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Presentation Notes
Rates or yields generated by fixed income instruments are determined in part by the issuer’s financial ability to make interest payments and repay the loan in full. One measure of yield, “yield to worst,” comes into play when a bond may be called, put, exchanged or has other features that could affect its maturity. It is calculated based on the coupon rate, length of time to redemption and market price. Where no such features exist, the comparable measure is yield to maturity.Treasury securities are generally deemed to be the safest fixed income vehicles, and thus tend to pay relatively low interest rates. Historically, next in line are bonds issued by federal government agencies followed, in general, by municipal bonds, mortgage-backed securities and corporate bonds. Of course, these are just generalities: A high-quality corporate bond may entail less risk than a bond issued by a city plagued by financial troubles. Similarly, a high-yield corporate bond may offer a very attractive coupon rate – but that rate may be accompanied by a high risk that the company will be unable to make good on its obligations. Quite possibly a mortgage-backed security invested in a pool of very high-quality mortgages could be a more conservative choice than an investment in a high-yielding “junk bond.”Another key consideration is the number of years until the bond matures. The longer the term of the bond, the more uncertainties are involved – from the future solvency of the issuer to the risk that rates will rise, pushing down the value of a bond purchased today.Finally, taxes are a factor. Earnings on marketable Treasury securities are exempt from state and local income taxes, while most municipal bonds are exempt from federal taxes, and, if the purchaser lives in the state in which the bond was issued, he or she may also be exempt from state taxes. Municipal bonds may also be subject to local taxes and, for certain investors, to the alternative minimum tax. Thus, depending on the circumstances, a municipal bond that yields 5% tax-free may generate more income than a taxable corporate bond that yields 8%.A bond spread refers to the interest rate differential between two bonds. Bond spreads are a tool for comparing the value of one bond to another by helping to gauge the relative risks of the bonds being compared. The higher the spread, the higher the risk tends to be. Thus, it should be no surprise that the spread between high-yield corporate bonds and Treasuries tends to be much wider than the spread between municipal bonds and Treasuries.While bond spreads generally compare the yields of Treasuries to the bonds of other issues, they can also be calculated between bonds with different maturities, interest rate coupons or denominations.



“From a global perspective, significant divergence exists between U.S. sovereign rates and other nations’ rates. Over the 
last couple of years, the anticipation has been the European and Asian markets’ GDPs would recover, a slow down or 

elimination of quantitative easing would ensue (general global accommodative monetary policy) and global interest disparity 
would dissipate. The predictions have not held up and in many of the nation-to-nation comparisons, interest rate disparity 

has actually widened.” - Doug Drabik, Senior Strategist, Fixed Income Services 

GLOBAL SOVEREIGN DEBT YIELDS
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Capital Markets

Source: Bloomberg, as of 3/31/2019
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Source: Bloomberg, as of 3/31/2019

S&P 500 YIELD VS. TREASURY YIELD

Capital Markets

The 10-year Treasury yield continued to drop from its recent high in October last year, causing the spread between stocks 
and bonds to tighten. Still, bond yields are outpacing dividend yields, which has been the norm, historically. 
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Past performance is not indicative of future results. Please see slides 29-
32 for asset class and index definitions. 
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Presentation Notes
S&P 500 Dividend Yield is the income provided by the S&P 500 in the previous 12 months. S&P 500 Earnings Yield is 1 divided by the Price-to-Earnings ratio. The Earnings Yield is intended to show “what $1 buys you in company earnings.” The 10-Year Treasury Yield is composed from the BC 10-Year Treasury Index using a methodology to create consistency among the data points so that all maturities are 10 years. 



“We see valuation as neutral currently. While we are seeing some slowdown, overall, economic conditions generally remain 
supportive of equities, in our view, given U.S. GDP growth, low inflation, and low interest rates. ” – Raymond James Equity 

Portfolio & Technical Strategy Group

PRICE-TO-EARNINGS AND PRICE-TO-BOOK RATIOS
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Source: Bloomberg, as of 3/31/2019Source: Bloomberg, as of 3/31/2019

The price-to-earnings ratio, or P/E, is a common measure of the 
value of stocks. It shows the relationship between a stock’s price 
and the underlying company’s earnings (or profits) per share of 
stock. In essence, it calculates how many dollars you pay for each 
dollar of a company’s earnings. In very general terms, the higher the 
P/E ratio, the more likely the stock is to be overpriced.

The price-to-book ratio, or P/B, is a relative measure based on 
most recent price/accounting (book) value (quarterly, semiannual or 
annual data). Both price-to-earnings and price-to-book are 
accounting-based relative value measures.

Capital Markets
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Past performance is not indicative of future results. Please see slides 29-32 for asset 
class and index definitions. 
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Presentation Notes
The price-earnings ratio, or P/E, is a common measure of the value of stocks. It shows the relationship between a stock’s price and the underlying company’s earnings (or profits) per share of stock. In essence, it calculates how many dollars you pay for each dollar of a company’s earnings. In very general terms, the higher the P/E ratio, the more likely the stock is to be overpriced.However, investment decisions should not be based on the P/E ratio alone, since some stocks with high P/E’s may offer superior investment opportunities.In addition, it is important to note that P/E can be measured in several different ways.A trailing P/E is based on the most recent 12 months’ results, and thus is a historical number that reflects past performance.Forward P/E, sometimes called estimated P/E, divides a stock's current price by consensus earnings estimates for the next four quarters. It evaluates the current stock price against projected earnings. Forward P/E will be lower than current P/E if earnings are projected to rise, and higher if future earnings are expected to slow.Price-to-book is a relative measure based on most recent price/accounting (book) value (quarterly, semiannual or annual data). Both price-to-earnings and price-to-book are accounting-based relative value measures.
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FOREIGN EXCHANGE RATES

Source: Bloomberg, as of 3/31/2019

“In the short term, exchange rates are driven by monetary policy. Market expectations of a Fed cut are negative for the 
greenback, but monetary policy may be seen as easing elsewhere.” 

– Nick Lacy, CFA, Chief Portfolio Strategist, Asset Management Services

Capital Markets
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Source: Bloomberg, as of 3/31/2019
U.S. Dollar ($) / Japanese Yen (¥) 110.8600 106.2800
Euro (€) / U.S. Dollar ($) 1.1218 1.2324
British Pound (£) / U.S. Dollar ($) 1.3035 1.4015

Past performance is not indicative of future results. Please 
see slides 29-32 for asset class and index definitions. 
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Presentation Notes
In viewing foreign exchange rates, the primary ones to watch are the most liquid including: U.S. dollar, the euro, the Japanese yen, the British pound, the Swiss franc, the Canadian dollar, the Australian dollar and the New Zealand dollar. The currency exchange rate is the rate at which one currency can be exchanged for another, and is always quoted in pairs, such as EUR/USD (the euro and the U.S. dollar). Exchange rates fluctuate based on global economic factors and geopolitical events.A weak U.S. dollar compared, for example, to the British pound, means that British goods will cost more to purchase in the United States and will tend to shrink British exports to the U.S. At the same time, the British will find that American goods are relatively inexpensive to buy and U.S. exports will benefit.The Trade Weighted Exchange Rate Index utilizes a trade weighted methodology of the top 26 trading partners. This methodology includes both liquid and illiquid currencies.
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Source: Bloomberg, as of 3/31/2019

COMMODITY PRICES

Capital Markets

“Oil prices have already bounced back year-to-date from their recent lows but remain well below their 52-week highs. The
oil futures curve is relatively flat, indicating minimal upside from current levels over the next five years. We tend to stay

away from making short-term (weekly or monthly) commodity calls, but we are of the view that prices will be
meaningfully higher in the second half of 2019.”  - Pavel Molchanov, Energy Analyst, Equity Research
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Past performance is not indicative of future results. Please see 
slides 29-32 for asset class and index definitions. 
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Presentation Notes
A commodity is a generic product, such as grain, food, metal or oil, that is interchangeable with equivalent grain, food, metal or oil. These products are typically traded through the use of commodities futures contracts or options – essentially agreements to buy or sell the given commodity at an agreed-upon price on a specified date. Because commodity trading makes the future prices of some of the most important inputs to market goods transparent, changes in commodity prices are thought by some economists to be good predictors of future price changes.
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24 For complete articles, ask for a copy of the April 2019 Investment Strategy Quarterly.
. 

EUROPE: I WANT TO BELIEVE
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https://myrjnet.rjf.com/MarketingMaterials/Marketing%20Materials/ALL/Newsletters/ISQ-January2019-Standard.pdf
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MAKING SENSE OF NOISY ECONOMIC DATA

HEADWINDS

2019 economic growth appears to be softer than expected

The impact of fiscal stimulus from tax cuts and increased 
government spending is expected to fade this year.

The partial government shutdown rattled confidence and 
consumer spending in January.

TAILWINDS

Fundamentals of the household sector remain in good 
shape.

While poor weather dampened job growth in February – the 
underlying trend remains moderately strong.

Wage growth has continued to pick up and lower gasoline 
prices have added to consumer purchasing power.

For complete articles, ask for a copy of the April 2019 Investment Strategy Quarterly.
. 

APRIL 2019 TOPICS
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https://myrjnet.rjf.com/MarketingMaterials/Marketing%20Materials/ALL/Newsletters/ISQ-January2019-Standard.pdf
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WASHINGTON POLICY UPDATE: IS THERE A ‘TRUMP PUT’ ON THE MARKET?

“The market sold off hard in December around and 
during the shutdown, recession concerns had hit the 
market, and there were repeated warnings that if the 

shutdown continued for much longer, there was real risk 
of a negative gross domestic product in the first quarter.”

For complete articles, ask for a copy of the April 2019 Investment Strategy Quarterly.
. 

APRIL 2019 TOPICS
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https://myrjnet.rjf.com/MarketingMaterials/Marketing%20Materials/ALL/Newsletters/ISQ-January2019-Standard.pdf
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WASHINGTON POLICY UPDATE: IS THERE A ‘TRUMP PUT’ ON THE MARKET?

For complete articles, ask for a copy of the April 2019 Investment Strategy Quarterly.
. 

APRIL 2019 TOPICS
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https://myrjnet.rjf.com/MarketingMaterials/Marketing%20Materials/ALL/Newsletters/ISQ-January2019-Standard.pdf
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WHAT’S IN THE CARDS FOR OIL?

“It is important to underscore just how impactful the IMO 2020 
policy will be. We estimate it will effectively erase 1.5 million 
bpd (or 1.5%) of global oil supply, a very meaningful supply 

reduction.”
-Pavel Molchanov, Energy Analyst, Equity Research 

WHAT IS IMO 2020?

The International Maritime Organization (IMO) has 
set regulations to cut sulfur in fuel used by the 
marine industry starting in January 2020.

For complete articles, ask for a copy of the April 2019 Investment Strategy Quarterly.
. 

APRIL 2019 TOPICS
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https://myrjnet.rjf.com/MarketingMaterials/Marketing%20Materials/ALL/Newsletters/ISQ-January2019-Standard.pdf


DISCLOSURE
Data provided by Morningstar Direct, Bloomberg.

This material is for informational purposes only and should not be used or construed as a recommendation regarding any security outside of a managed account.

There is no assurance that any investment strategy will be successful or that any securities transaction, holdings, sectors or allocations discussed will be profitable. It should not be assumed 
that any investment recommendation or decisions made in the future will be profitable or will equal any investment performance discussed herein.

Please note that all indices are unmanaged and investors cannot invest directly in an index. An investor who purchases an investment product that attempts to mimic the performance of an 
index will incur expenses that would reduce returns. Past performance is not indicative of future results. The performance noted in this presentation does not include fees and costs, which 
would reduce an investor's returns.

• Fixed Income: subject to credit risk and interest rate risk. An issuer’s ability to pay the promised income and return of principal upon maturity may impact the issuer’s credit rating. 
Generally, when interest rates rise, bond prices fall, and vice versa. Specific-sector investing can be subject to different and greater risks than more diversified investments.

• Personal Consumption Expenditure Index (PCE):  a measure of inflation, this index measures the price changes in consumer goods and services. Personal consumption expenditures 
consist of the actual and imputed expenditures of households; the measure includes data pertaining to durables, non-durables and services.

• Gross Domestic Product (GDP): a broad measurement of a nation’s overall economic activity. It is the monetary value of all the finished goods and services produced within a country's 
borders in a specific time period, including all private and public consumption, government outlays, investments and net exports that occur within a defined territory.

• Price-to-Earnings Ratio (P/E): a ratio for valuing a company that measures its current share price relative to its per-share earnings.
• Price-to-Book Ratio (P/B): A ratio used to compare a stock's market value to its book value. It is calculated by dividing the current closing price of the stock by the latest quarter's book 

value per share.
• Small-cap and Mid-Cap Equity: generally involve greater risks, and may not be appropriate for every investor. International investing also involves special risks, including currency 

fluctuations, different financial accounting standards, and possible political and economic volatility. 
• High-Yield Fixed Income: not suitable for all investors. Risk of default may increase due to changes in the issuer’s credit quality. Price changes may occur due to changes in interest 

rates and the liquidity of the bond. When appropriate, these bonds should only comprise a modest portion of your portfolio.
• Commodities: trading is generally considered speculative because of the significant potential for investment loss.
• U.S. Government Fixed Income: guaranteed timely payment of principal and interest by the federal government. U.S. Treasury Bills: A short-term debt obligation backed by the U.S. 

government with a maturity of less than one year.
• Fixed Income Sectors:  Returns based on the four sectors of Barclays Global Sector Classification Scheme: Securitized (consisting of U.S. MBS Index, the ERISA-Eligible CMBS Index 

and the fixed-rate ABS Index), Government Related (consisting of U.S. Agencies and non-corporate debts with four sub sectors: Agencies, Local Authorities, Sovereign and Supranational), 
Corporate (dollar-denominated debt from U.S. and non-U.S. industrial, utility, and financial institutions issuers), and Treasuries (includes public obligations of the U.S. Treasury that have 
remaining maturities of one year or more).

Asset allocation and diversification does not guarantee a profit nor protect against loss. Dividends are not guaranteed and will fluctuate.

Past performance is not indicative of future results. Investing in international securities involves additional risks such as currency fluctuations, differing financial accounting standards, and 
possible political and economic instability. These risks are greater in emerging markets.

The values of real estate investments may be adversely affected by several factors, including supply and demand, rising interest rates, property taxes, and changes in the national, state and 
local economic climate. Companies engaged in business related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. 
There are additional risks associated with investing in an individual sector including limited diversification.
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Asset class and reference benchmarks:

Bloomberg Commodity Total Return Index:  Formerly the Dow Jones-UBS Commodity Index TR (DJUBSTR),is composed of futures contracts and reflects the 
returns on a fully collateralized investment in the BCOM. This combines the returns of the BCOM with the returns on cash collateral invested in 3 Month U.S. Treasury 
Bills.

Barclays 10-Year Municipal Bond Index: A rules-based, market-value weighted index engineered for the long-term tax-exempt bond market. This index is the 10 year 
(8-12) component of the Municipal Bond Index.

Barclays 10-Year U.S. Treasury Index: Measures the performance of U.S. Treasury securities that have a remaining maturity of 10 years.

Barclays U.S. Aggregate Bond Index: Represents securities that are SEC-registered, taxable, and dollar denominated. The index covers the U.S. investment-grade 
fixed rate bond market, with index components for government and corporate securities, mortgage pass-through securities, and asset-backed securities.

Barclays Global Aggregate ex-U.S. Bond Index: Tracks an international basket of bonds that currently contains 65% government, 14% corporate, 13% agency and 
8% mortgage-related bonds.

Barclays High Yield Bond Index: Covers the universe of fixed-rate, non-investment grade debt. Pay-in-kind (PIK) bonds, Eurobonds, and debt issues from countries 
designated as emerging markets (e.g., Argentina, Brazil, Venezuela, etc.) are excluded, but Canadian and global bonds (SEC-registered) of issuers in non-EMG 
countries are included. Original issue zeroes, step-up coupon structures and 144-As are also included.

Barclays U.S. Credit Index: an index composed of corporate and non-corporate debt issues that are investment grade (rated Baa3/BBB- or higher). 

Citi 3-Month Treasury-Bill Index: This is an unmanaged index of three-month Treasury bills.

30

ASSET CLASS BENCHMARK

U.S. Equity Russell 3000 TR 

Non-U.S. Equity MSCI ACWI ex US NR

U.S. Fixed Income Barclays  U.S. Aggregate Bond TR

Global Real Estate (prior to 2008) NASDAQ Global Real Estate NR

Global Real Estate (2008-present) FTSE EPRA/NAREIT Global Real Estate NR

Commodities Bloomberg Commodity TR USD 

Cash & Cash Alternatives Citi Treasury Bill 3 Mon USD

INDEX DESCRIPTIONS
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FTSE EPRA/NAREIT Global Real Estate Index : designed to represent general trends in eligible listed real estate stocks worldwide. Relevant real estate activities are defined as the 
ownership, trading and development of income producing real estate.

MSCI All Country World Index Ex-U.S Index (ACWI ex U.S.): a market-capitalization-weighted index maintained by Morgan Stanley Capital International (MSCI) and designed to 
provide a broad measure of stock performance throughout the world, with the exception of U.S.-based companies. It includes both developed and emerging markets.

MSCI EAFE Index  (Europe, Australasia, Far East): a free-float adjusted market capitalization index that is designed to measure developed market equity performance, excluding the 
United States and Canada. The EAFE consists of the country indices of 21 developed nations. 

MSCI EAFE Growth Index: represents approximately 50% of the free-float adjusted market capitalization of the MSCI EAFE index, and consists of those securities classified by MSCI 
as most representing the growth style.

MSCI EAFE Small-Cap Index: an unmanaged, market-weighted index of small companies in developed markets, excluding the U.S. and Canada.

MSCI EAFE Value: represents approximately 50% of the free-float adjusted market capitalization of the MSCI EAFE index, and consists of those securities classified by MSCI as most 
representing the value style. 

MSCI Emerging Markets Index: designed to measure equity market performance in 25 emerging market indexes. The three largest industries are materials, energy and banks. 

MSCI Local Currency Index:  a special currency perspective that approximates the return of an index as if there were no currency valuation changes from one day to the next.

NASDAQ Global Real Estate Index: the index measures the performance of real estate stocks which listed on an Index Eligible Global Stock Exchange. The index is market-
capitalization weighted.

Russell 1000 Index: measures the performance of the 1,000 largest companies in the Russell 3000 Index, which represents approximately 90% of the investible U.S. equity market. 

Russell 1000 Value Index: measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth values. 

Russell 1000 Growth Index: measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values.

Russell Mid-Cap Index: measures the performance of the 800 smallest companies of the Russell 1000 Index, which represent approximately 30% of the total market capitalization of 
the Russell 1000 Index.

Russell Mid-cap Value Index: measures the performance of those Russell Mid-cap companies with lower price-to-book ratios and lower forecasted growth values.

Russell Mid-Cap Growth Index: measures the performance of those Russell Mid-cap companies with higher price-to-book ratios and higher forecasted growth values. 

Russell 2000 Index: measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represent approximately 8% of the total market capitalization of the 
Russell 3000 Index.

Russell 2000 Value Index: measures the performance of those Russell 2000 companies with lower price-to-book ratios and lower forecasted growth values. 

Russell 2000 Growth Index: measures the performance of those Russell 2000 companies with higher price-to-book ratios and higher forecasted growth values.

Russell 3000 Index: measures the performance of the 3,000 largest U.S. companies based on total market capitalization, which represents approximately 98% of the investable U.S. 
equity market.

INDEX DESCRIPTIONS (continued)
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Standard & Poor’s 500 (S&P 500): measures changes in stock market conditions based on the average performance of 500 widely held common stocks. Represents 
approximately 68% of the investable U.S. equity market.

S&P 500 Communication Services: comprises those companies included in the S&P 500 that are classified as members of the GICS® communication services sector.

S&P 500 Consumer Discretionary: comprises those companies included in the S&P 500 that are classified as members of the GICS® consumer discretionary sector.

S&P 500 Consumer Staples: comprises those companies included in the S&P 500 that are classified as members of the GICS® consumer staples sector.

S&P 500 Energy: comprises those companies included in the S&P 500 that are classified as members of the GICS® energy sector.

S&P 500 Financials: comprises those companies included in the S&P 500 that are classified as members of the GICS® financials sector

S&P 500 Health Care: comprises those companies included in the S&P 500 that are classified as members of the GICS® health care sector.

S&P 500 Industrials: comprises those companies included in the S&P 500 that are classified as members of the GICS® industrials sector.

S&P 500 Information Technology: comprises those companies included in the S&P 500 that are classified as members of the GICS® information technology sector.

S&P 500 Materials: comprises those companies included in the S&P 500 that are classified as members of the GICS® materials sector.

S&P 500 Telecom Services: comprises those companies included in the S&P 500 that are classified as members of the GICS® telecommunication services sector.

S&P 500 Utilities: comprises those companies included in the S&P 500 that are classified as members of the GICS® utilities sector.
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Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, CFP® (with plaque design) and CFP® (with flame 
design) in the U.S.

Stephens Wealth Management Group is not a registered broker/dealer and is independent of Raymond James Financial Services. Investment advisory services offered through 
Raymond James Financial Services Advisors, Inc. © 2019 Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC © 2019 Raymond James 
Financial Services, Inc., member FINRA/SIPC. 

www.StephensWMG.com

Sherri Stephens, President, SWMG
Financial Advisor, RJFS
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Tori Boswell, CIMA®
Financial Advisor, RJFS
813.251.1879
victoria.boswell@stephensWMG.com

Jason Guenther, CFP®
Financial Advisor, RJFS
810.732.7411
jason.guenther@stephensWMG.com

Nick Sheeran, CFP®, CRPS®,  AIF®
Financial Advisor, RJFS
810.732.7411
nicholas.sheeran@stephensWMG.com
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