2019 ended on a positive note with U.S.
domestic equity markets closing the year
higher. The S&P 500 was up +28.9% year-
to-date (YTD). Overall, the month of
December was fairly quiet ahead of the
holidays, though ending up +3.0% in the
month. To recap the year, labor market
strength continued to bring confidence
as unemployment numbers fell to 50-
year lows of 3.5%. U.S. GDP growth had
slowed to 2.1% from 3.0% in 2018 as a
result of trade tensions with China.
Global GDP growth slowdown to 3.6%
had also been a concern, as China’s
growth rate contracts. As a result,
manufacturing and trade volumes have
declined. However, labor strength did
help consumer spending with retail sales
holding steady. The Federal Reserve also
made three interest rate cuts in the year.

2019 was also a year of geopolitical
uncertainty - from the U.S.-China trade
tensions to no-deal Brexit in Europe, the
fear of global risk escalation and its
impact to the markets brought on much
skepticism. However, 2019 surprised on
the upside and December was a quiet
month on the geopolitical front — not a
lot of progress with the U.S.-China trade
negotiations ahead of the January 15
Phase One deal signing date in 2020.

Looking ahead in 2020, markets continue
to watch for direction from the pace of
global growth, trade talks with China,
Brexit outcomes, and the U.S. Federal
Reserve rate policy moves.
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Major U.S. domestic equity indices closed in
positive territory for the year. All sectors
remain positive year-to-date (YTD), as the
S&P ended the year at new highs. From a
sector standpoint, Information  Tech
(+50.3%), Communication Services (+32.7%)
and Financials (+32.1%) led YTD gains.

Emerging Market (MSCI EM +15.4% YTD) and
Developed International Equities (MSCI EAFE
+18.4% YTD) closed the year higher as well.
The U.S.-China Phase One Trade Deal made
little progress and continues to be
negotiated. Political unrest and protests
across the globe (in Hong Kong, France,
Argentina) fueled by discontent with
governments have yet to reach meaningful
outcomes.

U.S. Treasury rates decreased across the
board YTD. The 10-Yr closed at 1.92% (vs.
2.68% in 2018) and 2-Yr at 1.57% (vs. 2.50%
in 2018). Over the past year, there were
periods when the yield curve flattened and
inverted as long-term rates fell below short-
term rates - signaling a possible recession if
prolonged. In Europe, German Bunds hit
lows in 2019 while the German economy
experienced a year of turbulence with
exports down.

The Bloomberg Commodity Index gained
+5.44% YTD. Crude oil was up +34.5% YTD,
aided by OPEC countries agreeing to output
cuts in the first quarter of 2020 at
December's meeting. Gold ended the year
with strong gains (+18.9% YTD) on the back
of persisting global risks.
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