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INVESTOR INSIGHTS – FIRST QUARTER 2019
What happened in 2018?
What will 2019 bring us?
What will work long-term?
2018
Let’s start with 2017. To understand 2018, at least the first part, a review of 2017 will help. The S&P 500 was up
21.8% in 2017 and every month experienced positive returns. Volatility was at historic lows as the biggest
intramonth decline was less than 3%. There was anticipation of corporate and individual tax cuts as well as the
loosening of regulations. Investors were excited about the Trump Agenda especially with republicans controlling
both houses of congress. The FAANG stocks led the way and consumer confidence was high. There was talk of 4%
GDP growth after the tax cuts were passed and that growth was expected to continue for a very long time. The
message was our economy was strong, and the new president was ushering in a growth era.
2018 continued that mantra as the tax cuts were passed and Q2, 2018 saw 4% GDP growth. Q3 came in over 3% and
there was more talk of 3%-4% GDP growth continuing for a very long period. Both the stock market and the bond
market reflected higher GDP growth, as stock prices and bond yields both rose. The 10 Year U.S. Treasury peaked at
a 3.24% yield on November 8th and the S&P 500 peaked up 9.2% for the year on September 20th. Talk of continued
3%-4% GDP growth was abundant, and there were suggestions that we were just getting started.
WHAT A DIFFERENCE A QUARTER MAKES!
By the end of the year the 10 Year dropped to a 2.69% yield as talk of an economic slowdown replaced the euphoria
of high growth. The Fed set a target GDP growth of 2.3% for 2019. The S&P 500 went from a high of 2,930 on
September 20th to a low of 2,351 on December 24th. December, in particular, was dramatic as the S&P 500 ended
down 9.03% in spite of a rally the last 5 trading days of the year on very low volume. 2018 left us with a taste of two
markets, the one we hoped for and the one that was built on reality.
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SO, WHAT HAPPENS IN A 2% GDP GROWTH ENVIRONMENT?
We wrote about this last January, so it is interesting that the topic comes back up 12 months later. GDP growth in
this country from 1947-1999 was 3.5%, while GDP from 2000-2018 was 2%. The first period of 3.5% GDP growth was
driven by two distinct economic phenomena, the rebuilding of America after World War II and the combination of
the coming of age of the baby boomers, emergence of China and the advances of technology in the 1980s and
1990s. This country had huge economic catalysts during these two periods. The U.S. government started the
rebuilding of America after World War II with policies like the Highway Act and the GI Bill which was followed by
corporate spending and expansion. The baby boomers as well as China needed everything from toasters to cars,
banking services to health care as we saw the expansion in the 1980s and the 19990s. In addition, the advances of
technology helped push growth to levels never imagined.
Today the catalysts are hard to find. Demographics in our country, Europe, China and Japan point to a slowdown in
growth, not a boom time. The S&P 500 started in 1958 and a look at the returns from 1958-1999, the boom time, as
compared to 2000-2018, the low growth period, may give us some insights into what we can expect over the next
decade. From 1958-1999 the S&P 500 compounded at 12.9% while from 2000-2018 it compounded at 4.9%.
The returns of the last 19 years are almost assuredly our future. Without big catalysts that drive growth and with our
demographic make-up, it seems nearly impossible to believe we will return to the grand old days of double-digit
returns. When we study what large firms are projecting for equity returns over the next decade, we find some proof
of our theory. Vanguard is suggesting less than 2% while Black Rock and Goldman Sachs are suggesting 5%, just what
the market has produced over the last 19 years. Bob Schiller is projecting 2% while Jeremy Siegel suggests 5%. This,
however, may not be dire. Inflation is very low as well, and if the indices give us 5% in a 2% inflationary period, we
feel confident our growing dividend strategies will outperform just as they have for the last 19 years.
We would love to see higher GDP growth, but prudence and our fiduciary responsibility requires we deal with our
observation of reality, not our hope for the most optimistic outcome.
WHAT ARE OUR OBSERVATIONS FOR 2019 AND BEYOND?
1. The volatility of 2018 is here to stay.
We likely will not see the low volatility of 2017 for a very long time. Markets hate uncertainty, and we live in
a very uncertain world. So, expect markets to react to perceived good news or bad news in a dramatic
fashion. One month you will see a rising market because of a jobs report or growth report, and the next
month you will see a falling market because of the shape of the yield curve or a report on China’s slowdown.
Expect this, it will be the reality of our markets.
2. The Fed target of 2.3% GDP growth for 2019 is likely very accurate.
Expect our country to be in the 2% GDP growth environment for years. But, also expect volatility in GDP
growth over the period. Over the last 19 years we have experienced 2% GDP growth, but we have seen
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annual numbers of 4% and negative. It is normal for GDP growth to have some volatility, so expect to see
that volatility in the future.
3. Non-U.S. stocks will outperform U.S. stocks for a long time.
The dollar has been very strong, but there are cycles to the of dollar strength followed by dollar weakness.
Investors have been lulled into thinking that you only need the domestic market. The S&P 500 has
outperformed EAFE in 5 out of the last 6 years, yet historically there is cyclicality to the over and under
performance of both indices. Chart 1 shows the history of the over and under performance of domestic and
international stocks. Will this trend start in 2019? Well no one can answer that, but you do not want to be
on wrong side of this chart when it reverses.
Chart 1

Source: Morningstar Direct

4. The cash flow from your growing dividend strategy will be higher over the next decade than the appreciation
of the underlying stocks.
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Our current equity portfolio has a 3.7% current dividend yield. Our underlying managers believe dividend
growth will continue to be in the 8% area. We did some analysis that assumes dividend growth is just 6%
over the next decade. If that were the case, and it should be noted that it could be lower than 6%, the
compounded cash flow over that decade would be 5.17% with the dividend yield in the 10th year of 6.63%.
That 5.17% compounded cash flow is higher than any estimate we can find of total return for the general
domestic stock market. This should not seem optimistic to you. Over the last 19 years the S&P 500 has
compounded at 4.9% while our dividend portfolios have compounded at 7.6%.
5. The traditional bond market is still an asset class to look out for.
The yield on the 10-Year U.S. Treasury on 12/31/2018 was 2.69%. Until that gets to 5%, you will need to be
less dependent on fixed income that you have been traditionally. This is why all clients need a Liquid
Alternatives manager. December was an example of why these managers are so important. For the month,
the S&P 500 was down 9.03% while our liquid alternatives manager’s strategy was down 1.30%.

GLOBAL DEBT CRISIS
You are likely reading about a potential global debt crisis. In this country corporate debt has risen dramatically over
the last decade. For example, BBB debt was $700 Billion in 2018 and today it is $3 trillion. You have seen the
negotiations with Puerto Rico debt, and Greece and Italy seemed prime for some reconfiguring of their debt. We
believe this talk will continue for some time, likely decades. It is likely true that if pressed some of the BBB rated
corporations would find it difficult to repay their debt today, and the same can be said for Greece and Italy. But the
reality is none of these entities are being pushed. So, we think it is possible there could be a debt crisis here or
abroad, but the more likely event is everything gets kicked down the road. We want you to know we have
considered this, and if the worst were to happen, we feel confident our portfolios are well positioned.

January 2019

As always, information provided should be considered based on your personal needs to accomplish your goals. At
EisnerAmper, we will be happy to discuss with you any questions and how these principals can be applied to
meeting your financial plan. Feel free to contact Marc Scudillo, Managing Partner of EisnerAmper Wealth
Management & Corporate Benefits, LLC; 908-429-0025 or email at mscudillo@eawmcb.com.
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Disclosure
EisnerAmper Wealth Management & Corporate Benefits, LLC is a registered investment advisor.
The information provided herein is intended for financial professionals and represents the opinions of EisnerAmper Wealth
Management & Corporate Benefits, LLC, and is not intended to be a forecast of future events, a guarantee of future results, nor
investment advice.
Past performance is not necessarily indicative of future returns and the value of investments and the income derived from them
can go down as well as up.
Our views expressed herein are subject to change and should not be construed as a recommendation or offer to buy or sell any
security or invest in any sector and are not designed or intended as basis or determination for making any investment decision
for any security or sector.
There is no guarantee that the objectives stated herein will be achieved.
All factual information contained herein is derived from sources which EisnerAmper Wealth Management & Corporate Benefits,
LLC believes are reliable, but EisnerAmper Wealth Management & Corporate Benefits, LLC cannot guarantee complete accuracy.
Any charts, graphics or formulas contained in this piece are only for the purpose of illustration.
Unless otherwise indicated, S&P 500 historical price/earnings data herein is from www.standardandpoors.com,
SP500EPSEST.xls. S&P 500 and S&P Top 100 by dividend yield historical return data provided by Siegel, Jeremy, Future for
Investors (2005), With Updates to 2017. S&P 500 total returns since 1970 are supplied by Standard & Poor’s. S&P 500 data prior
to 1970 is Large Company Stock data series from Morningstar’s Ibbotson SBBI 2009 Classic Yearbook. Each stock in S&P 500 is
ranked from highest to lowest by dividend yield on December 31st of every year and placed into “quintiles,” baskets of 100
stocks in each basket. The stocks in the quintiles are weighted by their market capitalization. The dividend yield is defined as
each stock’s annual dividends per share divided by its stock price as of December 31st of that year. References to “returns” refer
to the total rates of return compounded annually for periods greater than one year, with dividends reinvested on the S&P as a
whole, or on the Model, as applicable, for the period of time (years) indicated. As such, “returns” are a measure of gross market
performance, not the performance of any client’s investment portfolio (which would ordinarily be subject to management fees
and, possibly, custodian fees and other expenses). Index data is supplied by Morningstar Direct.
The performance data shown represent past performance, which is not a guarantee of future results. Investment returns and
principal value will fluctuate, so that investors' shares, when sold, may be worth more or less than their original cost. Current
performance may be lower or higher than the performance data cited.
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