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QUARTERLY CONSIDERATIONS

• Roughly half of donors have changed giving strategy 

since tax reform, according to Fidelity Charitable 

survey.  However, few have reduced overall giving in 

wake of tax law changes.

• Outsourced CIO managers saw 67% growth in U.S. 

endowment assets last year, according to Pensions & 

Investments annual survey.  

• When to start receiving Social Security retirement 

benefits is an important decision, especially when you 

consider retirement could span 20 years or more.

Financial Institutions

1.  YCHARTS “HOW CAN ADVISORS BETTER COMMUNICATE WITH CLIENTS?”

AS OF 12/31/19.  PLEASE REFERENCE THE DISCLOSURES AT THE END OF THIS PRESENTATION FOR ADDITIONAL INFORMATION RELATED TO THE MATERIAL PRESENTED.

Retirement Plans

The Wealth Office™

Nonprofit Organizations

• In a recent survey of 650 individual investors, nearly 

half of the high AUM respondents said they hear from 

their advisor “infrequently”, and more than 25% felt they 

hear from their advisor “very infrequently.”¹

• The most significant retirement plan legislation in over a 

dozen years was just signed into law!  The SECURE 

Act has many moving parts that address:

o Auto enrollment safe harbor deferral cap

o Safe harbor guidance for lifetime income

o Required Minimum Distributions (RMD) age

• ESG (Environmental, Social, Governance) continues to 

gather attention, but effective and appropriate 

implementation remains a tricky task

https://www.dimeoschneider.com/services/financial-institutions
https://www.dimeoschneider.com/services/retirement-plans
https://www.dimeoschneider.com/services/private-clients
https://www.dimeoschneider.com/services/nonprofits
https://www.dimeoschneider.com/research/in-focus-sweeping-retirement-plan-reform
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4Q 2019 MARKET EVENTS

GLOBAL EQUITY TOTAL RETURN (9/30/19 - 12/31/19)

October 28: 

European Union 

postpones Brexit

date from October 

31, 2019 to 

January 31, 2020.

October 30: 

Fed lowers 

target interest 

rate by 25bps 

for the third 

time in 2019. 

New target of 

1.50-1.75%. 

October 15: 

Federal Reserve 

(Fed) begins $60 

billion monthly 

purchase of 

short-term 

Treasuries in 

response to a 

spike in the repo 

rate in mid-

September.

Key 1Q 2020 Dates

January

15:

28-29:

31:

U.S. and China 

expected to sign 

phase one of 

trade deal

FOMC Meeting

Brexit vote

February

3: Iowa caucuses 

(U.S. presidential 

election)

March

3:

17-18:

Super Tuesday 

(U.S. presidential 

election)

FOMC Meeting

December 3: Trump 

indicates potential delay in 

U.S.-China trade deal, and 

global equities drop on the 

news.

December 11:  As expected, the 

Fed leaves rates unchanged at 

their final meeting of 2019. 

Target remains at 1.50-1.75%.

December 13:  U.S. and China reach phase one 

of a trade deal, which is expected to be 

formally signed in early 2020.

December 13:  United 

Kingdom Prime Minister Boris 

Johnson’s Conservative party 

wins overwhelming majority 

of Parliamentary seats. 

Investors expect this to 

provide Johnson with enough 

support to officially pass his 

Brexit deal on January 31.



ASSET CLASS PERFORMANCE

SEE DISCLOSURES FOR LIST OF INDICES REPRESENTING EACH ASSET CLASS.

Fixed Income

+ Tightening spreads amid a generally healthy 

economic backdrop

– Rising global interest rates

+ Low inflation and a weaker U.S. dollar 

supported local EM debt

Equities

+ Moderating geopolitical risks

+ Strong 3Q 2019 U.S. earnings season

+ Weaker U.S. dollar benefitted emerging 

markets

Alternatives

– Oil production slowdown and year-end selling 

pressures weighed on midstream energy

– Higher interest rates modestly weighed on 

real estate markets
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MARKET THEMES
EQUITY – GROWTH VS. VALUE
GROWTH STOCKS HAVE MEANINGFULLY OUTPERFORMED VALUE STOCKS OVER THE LAST DECADE WITH ONLY SMALL

POCKETS OF VALUE OUTPERFORMANCE.

GOVERNMENT BOND CURVES
ROUGHLY $11 TRILLION OF GOVERNMENT DEBT IS TRADING WITH NEGATIVE YIELDS, AND THAT INCLUDES SOME LONG-MATURITY BONDS.

TRADE WEIGHTED U.S. DOLLAR
THE DOLLAR WEAKENED MODESTLY IN THE FOURTH QUARTER, WHICH WAS A REVERSAL OF WHAT INVESTORS SAW FOR

MOST OF 2019.

REITS RELATIONSHIP WITH INTEREST RATES (2011-2019)
HISTORICALLY, LOW OR FALLING INTEREST RATES HAVE BEEN ASSOCIATED WITH FUTURE PERIODS OF POSITIVE REIT

PERFORMANCE.
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FIXED INCOME MARKET UPDATE
U.S. TREASURY CURVE GLOBAL 10-YEAR GOVERNMENT YIELDS (%)

GOVERNMENT YIELDS TICKED HIGHER ACROSS MOST REGIONS BUT REMAIN HISTORICALLY LOW AND STILL NEGATIVE IN JAPAN AND THE EUROZONE.THE TREASURY CURVE REVERTED BACK TO A NORMAL POSITIVE SLOPE WITH SHORT-TERM RATES FALLING AND LONGER-

TERM RATES RISING.

CREDIT MARKET SPREADS – TRAILING 5 YEARS
SPREADS GROUND TIGHTER IN THE FOURTH QUARTER AMID A RELATIVELY SUBDUED GEOPOLITICAL ENVIRONMENT. INVESTMENT GRADE AND HIGH YIELD SPREADS REMAIN WELL BELOW THEIR 10-YEAR AVERAGES.
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Bloomberg Barclays U.S. Investment Grade Corporate Index (LHS)

Bloomberg Barclays U.S. Corporate High Yield Index (RHS)

10-Yr Averages:  IG =141bps, HY= 481bps

Source:  Bloomberg
Source:  Bloomberg



EQUITY MARKET UPDATE
EQUITIES – GROWTH OF $100 OVER TRAILING 5 YEARSEQUITY VALUATIONS (TRAILING 10 YEARS)

VALUATIONS ACROSS DEVELOPED AND EMERGING MARKETS ARE TRADING ABOVE MEDIAN LEVELS, MOST NOTICEABLY IN

THE U.S.
U.S. EQUITIES HAVE OUTPERFORMED THE BROADER MARKET SINCE 2015, BUT ALL REGIONS EXPERIENCED SOLID POSITIVE

RETURNS IN 4Q 2019.

See disclosures for list of indices representing each asset class, region or country.  CAPE = cyclically adjusted price/earnings ratio.

COUNTRY TOTAL RETURNS (%) – TOP 10 LARGEST ECONOMIES
MOST MAJOR COUNTRIES GENERATED STRONG ABSOLUTE RETURNS WITH BRAZIL AND CHINA LEADING THE WAY. STRUCTURAL ECONOMIC REFORMS IN BRAZIL AND U.S TRADE NEGOTIATION PROGRESS IN CHINA BENEFITTED THE EQUITY MARKETS IN

THE FOURTH QUARTER.
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ALTERNATIVES MARKET UPDATE

SPREADS OVER 10-YEAR TREASURYHEDGE FUND CUMULATIVE RETURNS – TRAILING 10 YEARS
MIDSTREAM ENERGY RALLIED IN DECEMBER AS CONCERNS ABOUT SLOWING CRUDE PRODUCTION MODERATED. U.S. REITS

AND MIDSTREAM ENERGY CONTINUE TO OFFER A HEALTHY YIELD ADVANTAGE OVER TREASURIES.

ANNUALIZED HEDGE FUND RETURNS AVERAGED 2.5% OVER THE LAST DECADE, LED BY EVENT DRIVEN AND RELATIVE VALUE

STRATEGIES.

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance.
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ECONOMIC REVIEW

DESPITE A MODEST UPTICK IN THE FOURTH QUARTER, BUSINESS ACTIVITY HAS SLOWED SINCE 2018. PMIS BELOW 50

SIGNIFY A CONTRACTION.

PMI COMPOSITES U.S. INFLATION

MONETARY POLICY RATESREAL GDP GROWTH (YOY %) 

CORE CPI CONTINUES TO TREND ABOVE 2.0 PERCENT, BUT THE FED’S PREFERRED MEASURE, CORE PCE, REMAINS BELOW TARGET.

MOST CENTRAL BANKS HAD BEEN TIGHTENING MONETARY POLICY SINCE 2016, BUT THAT TREND IS NOW TURNING BACK

TO EASING.

EM GROWTH HAS BEEN STRONGEST OVER THE LAST DECADE, LARGELY DRIVEN BY CHINA. FORECASTS ACROSS REGIONS

FOR 2020 AND 2021 LOOK MORE DISMAL.

Country / Region Policy Rate Latest Rate Decision

China 4.25% – Unchanged on 12/19/19

U.S. 1.75% – Unchanged on 12/11/19

United Kingdom 0.75% – Unchanged on 12/19/19

Europe 0.00% – Unchanged on 12/12/19

Japan -0.10% – Unchanged on 12/19/19
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SOURCE:  BLOOMBERG AS OF 12/31/19. SEE DISCLOSURES FOR LIST OF INDICES REPRESENTING EACH ASSET CLASS.

THE CASE FOR DIVERSIFICATION

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 10Yr (Ann)
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1.7
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31.5
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13.6
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28.0
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13.7
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2.4
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0.5
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11.9
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17.3
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27.6
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6.0
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High Yield
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0.0
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11.8

Emerging Markets

18.9

Core Bond

7.8
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16.9

International Dev.
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4.9
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0.6
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*ONE MONTH LAG.

SOURCE:  BLOOMBERG AS OF 12/31/19.  TOTAL RETURNS AS OF 12/31/19.  PERIODS GREATER THAN 1 YEAR ARE ANNUALIZED.  ALL RETURNS ARE IN U.S. DOLLAR TERMS.

FINANCIAL MARKETS PERFORMANCE
Global Fixed Income Markets QTR 1YR 3YR 5YR 7YR 10YR 15YR

Bloomberg Barclays 1-3-Month T-Bill 0.4% 2.2% 1.6% 1.0% 0.7% 0.5% 1.3%

Bloomberg Barclays U.S. TIPS 0.8% 8.4% 3.3% 2.6% 1.1% 3.4% 3.8%

Bloomberg Barclays Municipal Bond (5 Year) 1.0% 5.4% 3.4% 2.4% 2.3% 2.9% 3.5%

Bloomberg Barclays High Yield Municipal Bond 0.9% 10.7% 8.3% 5.9% 5.3% 7.2% 6.1%

Bloomberg Barclays U.S. Aggregate 0.2% 8.7% 4.0% 3.0% 2.7% 3.7% 4.2%

Bloomberg Barclays U.S. Corporate High Yield 2.6% 14.3% 6.4% 6.1% 5.8% 7.6% 7.2%

Bloomberg Barclays Global Aggregate ex-U.S. Hedged -1.1% 7.6% 4.4% 3.9% 4.2% 4.3% 4.4%

Bloomberg Barclays Global Aggregate ex-U.S. Unhedged 0.7% 5.1% 4.4% 1.6% 0.3% 1.5% 2.4%

Bloomberg Barclays U.S. Long Gov / Credit -1.1% 19.6% 8.1% 5.4% 5.1% 7.6% 6.7%

JPMorgan GBI-EM Global Diversified 5.2% 13.5% 7.0% 2.8% -0.2% 2.7% 5.3%

Global Equity Markets QTR 1YR 3YR 5YR 7YR 10YR 15YR

S&P 500 9.1% 31.5% 15.3% 11.7% 14.7% 13.5% 9.0%

Dow Jones Industrial Average 6.7% 25.3% 15.7% 12.6% 14.5% 13.4% 9.4%

NASDAQ Composite 12.5% 36.7% 19.9% 15.0% 18.3% 16.1% 11.1%

Russell 3000 9.1% 31.0% 14.6% 11.2% 14.4% 13.4% 9.0%

Russell 1000 9.0% 31.4% 15.0% 11.5% 14.6% 13.5% 9.1%

Russell 1000 Growth 10.6% 36.4% 20.5% 14.6% 16.9% 15.2% 10.5%

Russell 1000 Value 7.4% 26.5% 9.7% 8.3% 12.2% 11.8% 7.6%

Russell Mid Cap 7.0% 30.5% 12.0% 9.3% 13.2% 13.2% 9.5%

Russell Mid Cap Growth 8.2% 35.5% 17.4% 11.6% 14.8% 14.2% 10.1%

Russell Mid Cap Value 6.3% 27.0% 8.1% 7.6% 12.0% 12.4% 8.8%

Russell 2000 9.9% 25.5% 8.6% 8.2% 11.6% 11.8% 7.9%

Russell 2000 Growth 11.4% 28.4% 12.5% 9.3% 13.1% 13.0% 8.8%

Russell 2000 Value 8.5% 22.4% 4.8% 7.0% 10.1% 10.6% 6.9%

MSCI ACWI 9.1% 27.3% 13.0% 9.0% 10.3% 9.4% 7.4%

MSCI ACWI ex. U.S. 9.0% 22.1% 10.4% 6.0% 5.9% 5.4% 5.7%

MSCI EAFE 8.2% 22.7% 10.1% 6.2% 6.8% 6.0% 5.3%

MSCI EAFE Growth 8.5% 28.4% 13.3% 8.1% 8.3% 7.3% 6.2%

MSCI EAFE Value 7.9% 16.8% 6.9% 4.1% 5.3% 4.6% 4.4%

MSCI EAFE Small Cap 11.6% 25.5% 11.3% 9.3% 9.8% 9.1% 7.3%

MSCI Emerging Markets 11.9% 18.9% 12.0% 6.0% 3.6% 4.0% 7.8%

Alternatives QTR 1YR 3YR 5YR 7YR 10YR 15YR

Consumer Price Index 0.6% 2.1% 2.0% 1.8% 1.6% 1.7% 2.0%

FTSE NAREIT Equity REITs -0.8% 26.0% 8.1% 7.2% 9.5% 11.9% 7.9%

S&P Developed World Property x U.S. 5.3% 21.4% 11.1% 6.8% 6.6% 8.1% 6.3%

S&P Developed World Property 2.0% 22.8% 9.3% 6.8% 7.8% 9.6% 6.8%

Bloomberg Commodity Total Return 4.4% 7.7% -0.9% -3.9% -6.7% -4.7% -2.6%

HFRI Fund of Funds Composite 1.2% 6.4% 3.3% 2.0% 3.2% 2.6% 2.7%

HFRI Fund Weighted Composite 1.6% 8.4% 3.9% 3.2% 4.0% 3.9% 4.5%

Alerian MLP -4.1% 6.6% -4.4% -7.0% -1.0% 4.2% 6.4%

*

*

*



DISCLOSURES
When referencing asset class returns or statistics, the following indices are used to represent those asset classes, unless otherwise notes. Each index is unmanaged and 

investors can not actually invest directly into an index: 

TIPS:  Bloomberg Barclays Global Inflation-Linked: U.S. TIPS Total Return Index Unhedged

Municipals 5-Year:  Bloomberg Barclays Municipal Bond 5 Year (4-6) Total Return Index Unhedged USD

Core Bond:  Bloomberg Barclays US Agg Total Return Value Unhedged USD

High Yield:  Bloomberg Barclays US Corporate High Yield Total Return Index Value Unhedged USD

Foreign Bond:  Bloomberg Barclays Global Aggregate ex-USD Total Return Index Value USD (50/50 blend of hedged and unhedged)

EM Debt (unhedged):  J.P. Morgan GBI-EM Global Diversified Composite Unhedged USD

U.S.:  Russell 3000 Total Return Index

U.S. Large Cap:  S&P 500 Total Return Index

U.S. Small Cap :  Russell 2000 Total Return Index

International Developed:  MSCI World ex USA Net Total Return USD Index

Emerging Markets:  MSCI Emerging Markets Net Total Return USD Index

World:  MSCI ACWI Net Total Return USD Index

U.S. Equity REITs:  FTSE Nareit Equity REITs Total Return Index USD

Midstream Energy:  Alerian MLP Total Return Index

Hedge Funds:  Hedge Fund Research HFRI Fund of Funds Composite Index

Event Driven:  Hedge Fund Research HFRI Event-Driven Total Index

Relative Value:  Hedge Fund Research HFRI Relative Value Fixed Income-Convertible Arbitrage Index

Equity Hedge:  Hedge Fund Research HFRI Equity Hedge Total Index

Direct Fund Composite: Hedge Fund Research HFRI Fund Weighted Composite Index 

Fund of Funds Composite:  Hedge Fund Research HFRI Fund of Funds Composite Index

Macro:  Hedge Fund Research HFRI Macro Total Index

Balanced*:  2% 3-month Treasury bill, 2% TIPS, 32% Core Bond, 4% High Yield , 3% Foreign Bond. 2% EM Debt (unhedged), 17% U.S. Large Cap, 5% U.S. Small Cap, 15% 

International, 7% Emerging Markets, 5% U.S. Equity REITS, 6% MLPs

U.S.:  MSCI USA Net Total Return USD Index

China:  MSCI CHINA Net Total Return USD Index

Japan:  MSCI Japan Net Total Return USD Index

Germany:  MSCI Germany Net Total Return USD Index

India:  MSCI India Net Total Return USD Index

United Kingdom:  MSCI UK Net Total Return USD Index

France:  MSCI France Net Total Return USD Index

Italy:  MSCI Italy Net Total Return USD Index

Brazil:  MSCI Brazil Net Total Return USD Index

Canada:  MSCI Canada Net Total Return USD Index

*Balanced represents current allocation of the DSA Balanced DPA Model Portfolio and historically tracks allocation changes to that Model. Returns are hypothetical and do not 

represent the actual returns earned by clients invested in the DSA Balanced DPA Model Portfolio. Please contact us for additional information on the historical allocation of this 

Model.
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