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U.S. Economy & Financial Market Observations 

As the decade came to a close, most asset classes performed exceptionally well 
throughout the 2019 year. During the 4th quarter, fears about slowing global growth 
were replaced by trade-deal optimism, while both developed and emerging markets 
rallied significantly.  The S&P 500 added 9.1% in Q4 alone, finishing the year with an 
impressive 31.5% total return.  Meanwhile, the U.S. Aggregate Bond index was nearly 
unchanged over the last three months of the year yet posted a robust annual gain of 
8.7%, nonetheless.  In fact, every major asset class finished the year in positive 
territory - a stark difference from 2018 where the only major asset classes to finish in 
the black (and by very small margins) were cash and municipal bonds1.

Investors cheered the positive domestic news that came in during the closing weeks of 
the quarter.  After the Federal Reserve’s December meeting, its’ minutes noted that 
“the labor market remains strong and that economic activity has been rising at a 
moderate rate. Job gains have been solid, on average, in recent months, and the 
unemployment rate has remained low.”  Tepid business spending has actually helped 
financial markets in some regards, keeping inflation low, while consumer spending 
grew each month of quarter four.  Fueled by good economic news both domestically 
and internationally, the longest bull market in history (despite being among the most 
doubted) once again charged forward.

There is an adage on Wall Street that says that “bull markets die of old age,” but we would argue that most bull 
markets end due to a combination of complacency, greed, excess, and uncertainty.  Does such a strong and broad-
based rally indicate that the record bull market will soon be coming to an end?  We think not.  The new decade 
actually begins with a much more supportive macroeconomic backdrop than has been in place most of the last 
few years.  Global monetary policy is more accommodative, global growth numbers appear to have stabilized, 
and in our opinion, most asset classes generally 
remain reasonably valued.  U.S. unemployment 
remains near a 50-year low, but the labor market is 
not yet signaling that wage growth will trigger a 
troublesome amount of inflation.  This positive 
confluence of factors creates a kind of “Goldilocks 
Economy” which should help to keep U.S. interest 
rate policy relatively stable.

We are cautiously optimistic, but we do believe that 
market volatility is very likely to increase.  The 
fourth quarter of 2019 was one of the least volatile 
quarters of the decade.  Only about 10% of the total 
trading days resulted in a gain or loss of over 1%.  
But the year ended without meaningful reform to 
U.S. trade policy, continued unrest in Hong Kong, 
increasing geo-political tensions, and the possibility 
of a hard Brexit still remaining.  
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1. Investment index and NLFP portfolio performance data through 12/31/2019 is provided by Morningstar and believed to be accurate as of the date of
this publication, gross of any advisory fees. Other sources include the Wall St. Journal, FactSet Research, and Robert W. Baird & Co. Inc . All 
investment strategies including diversified asset allocation have risk. Past performance of our investment approach, and component holdings does 
not guarantee future results. Advisory services are offered through NorthLanding Financial Partners, LLC, ("NLFP") Registered Investment
Advisor. While all data is believed to be from reliable sources, accuracy and completeness are not guaranteed.

As always, we believe that our model portfolios should remain broadly 
diversified and strongly disciplined.  The slight value tilt in our portfolios could 
be valuable if dividend paying companies benefit from “lower for longer” 

The major market risks from earlier in 2019 have abated, but certainly not 
disappeared.  Domestically, the upcoming U.S. election is likely to result in 
increasing political tension and policy uncertainty.  The market has grown more 
comfortable with dramatic tweets and political brinkmanship but investors would 
be wise to remember that this tolerance can disappear quickly.

Current Portfolio Stance & Adjustments

Core Model Portfolios finished the year with positive results ranging between 
11.7% and 26.2%.  In 2019, investors favored growth style stocks, helping the 
tech-heavy Nasdaq to rally 36.7%. Our representative growth stock index 
positions, the Fidelity MSCI Information Technology ETF (FTEC) and 
Vanguard Growth (VUG) gained 48.3% and 36.8% respectively during the 
year. The shift to less defensive sectors hurt real estate during Q4, with the MSCI 
U.S. REIT Index slipping -1.1% despite returning +24.3% for the year1.

Given our expectations for increased volatility, the likelihood of rebalancing 
activity in future quarters to harvest profit from this historically long bull market 
is high. We have also begun exploring strategic alternatives to some of our 
foreign bond exposure. We constantly monitor the individual holdings on each 
model portfolio but focus on their role within the context of the total portfolio.  
However, the Templeton Global Bond Fund (TGBAX) has failed to meet our 
expectations, returning just +0.98% in 2019, and finishing in the bottom quartile 
of its peer group in 3 of the last 4 calendar years. We believe that the time is 
likely right to improve credit quality and make a subtle adjustment by adding 
bonds that would be more likely to benefit from falling interest rates. Our team 
continues to evaluate specific options for replacement holdings in this area1.
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interest rate policy. We continue to see opportunities in foreign markets and  

We encourage you to contact your advisor for information regarding your current portfolio holdings, performance 
or this most recent update. 

believe that an improving global growth story should help emerging markets, where we have gradually increased 
exposure over the last several quarters.  Our rebalancing methodology should enable us to continue to find 
opportunities when volatility increases do occur.  




