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Quarterly Market Outlook 
July 2019 

US Growth Stabilizing at Low Levels 

After slowing in recent months, US leading measures have stabilized in the range of 1-2% real GDP growth1 and 
unemployment remains near secular lows at 3.7%.2 This would be an unusual environment for the Federal Reserve to 
begin cutting rates aggressively, as the bond market is now discounting.    

The Equity Bull Market Continues  

Renewed monetary stimulus in a still expanding economy has been supportive for equity markets. Despite the pullback 
in May, global equities (MSCI World) were up another 4% in Q2 and are now up 17% YTD through June3.  

Shifting Priorities for Central Banks  

Despite over 10 trillion dollars of money printing and one of the longest economic expansions on record, inflation is 
running below targets in every major economy.3 High debt levels, advances in automation, and the weakening power 
of labor unions have been secular deflationary forces. Central banks are now shifting to proactively defending against 
the deflationary risks of an economic downturn.  

Collapsing Bond Yields  

Global bond yields continued to fall during Q2, with the US 10-year Treasury yield falling another 40bps to 2.0%, 
nearly 20 basis points below 3-month T-Bills. The 30-year Treasury yield collapsed to 2.53% during the month, leading 
to the flattest yield curve we’ve seen since 2001.4 Every major central bank is now expected to ease going forward with 
almost 100 basis points of rate cuts expected for the Federal Reserve over the next 12 months3. This is a dramatic shift 
from 12 months ago when central banks were still intent on normalizing monetary policy and investors were generally 
anticipating rising interest rates for years. 

Stimulus is Likely to Take Many Forms in the Next Downturn 

The Federal Reserve has typically needed to ease by 400-500 basis points to stimulate a recovery from a recession.5 
With interest rates near zero across the major developed economies, central banks have limited room to lower rates 
further. We expect to see stimulus take many forms over the coming easing cycle, including negative interest rates, 
quantitative easing (money printing), yield curve targeting (setting long-term interest rates), and coordinated 
fiscal/monetary stimulus (e.g., running large budget deficits and monetizing the debt). Many of these policies are 
already in force in Europe and Japan and have shown diminishing benefits over time. These policies are likely to result 
in a devaluation of paper money versus hard assets, such as gold, which is why it continues to be a core strategic holding 
for us.   

 
1 https://www.frbatlanta.org/cqer/research/gdpnow.aspx 
2 Source: U.S. Bureau of Labor Statics. 
3 Source: Bloomberg. 
4 Yield curve flatness measured by the difference between the 30-year Treasury yield and the 3-month T-Bill yield 
5 https://www.hsh.com/finance/mortgage/federal-reserve-policy-mortgage-rate-cycles.html 
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The ECB Chooses a New President 

The European Central Bank announced that Christine Lagarde will succeed Mario Draghi as President of the ECB. This 
was generally good news for markets as she is likely to continue the policies of her predecessor, and her experience in 
the private sector (as a lawyer), the French government (as finance minister and Chairman of the G20) and the IMF (as 
Managing Director) will help her coordinate across competing interests. Ms. Lagarde will have a significant challenge 
ahead of her as European monetary policy is reaching its limits of effectiveness – in recent weeks we have begun to see 
European junk bonds with negative yields.6 

US-China Tensions Flare Up 

Disappointed with the progress on US-China trade negotiations, President Trump threatened China with additional tariff 
increases in May. This was followed by sanctions against Huawei limiting its ability to purchase US technology. Trade 
talks were put on hold until Trump and Xi met at the G20 summit in June. Due to this re-escalation of tensions, volatility 
resurfaced in May, with global stocks (MSCI World) down 5.8% during the month3. Populism and associated policies 
continue to be a source of growing risk for the global economy, as cross-border trade and investment face headwinds.  

The Expansion Continues (for now) 

With a healthy US economy and the benefit of support from the Federal Reserve, the current expansion looks like it may 
have more room to run. However, we remain mindful of several risks that can derail the expansion. These include policy 
missteps, potential excesses within financial markets, and increasing global trade tensions.  

 
6 “Sub-Zero Yields Start Taking Hold in Europe’s Junk-Bond Market”, 2019-07-09, Bloomberg 
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IMPORTANT INFORMATION 

Past performance is not an indication of future results. 

Advanced Research Investment Solutions, LLC (“ARIS”) and Evoke Wealth, LLC (“Evoke Wealth”) (collectively referred 
to hereinafter as “Evoke Advisors”) are SEC-registered investment advisers that provide investment advisory services and 
investment consulting services to a select set of clients and pooled investment vehicles. None of Evoke Advisors’ services 
are intended to represent a complete investment program.  

This publication is for educational, illustrative and informational purposes only and does not represent investment advice 
or a recommendation of or as an offer or solicitation with respect to the purchase or sale of any particular security, 
strategy or investment product, or any Evoke Advisors investment product mentioned herein. Past performance is not 
indicative of future results.  

Different types of investments involve varying degrees of risk, including possible loss of the principal amount invested. 
Therefore, it should not be assumed that future performance of any specific investment or investment strategy (including 
the investments and/or investment strategies recommended and/or undertaken by Evoke Advisors), or any non-
investment related content, will be profitable, equal any corresponding indicated historical performance level(s), be 
suitable for a client’s portfolio or individual situation, or prove successful. Nothing contained herein is intended to predict 
the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or that 
actual returns will match any expected returns.  

This publication does not constitute, and should not be construed to constitute, an offer to sell, or a solicitation of any 
offer to buy, interests in any Evoke Advisors-sponsored fund, which can only be made by means of an offering 
memorandum and other governing documents for the respective fund. 

This publication does not take into account your particular investment objectives, financial situation or needs, should not 
be construed as legal, tax, financial or other advice, and is not to be relied upon in making an investment or other 
decision. 

Certain information contained herein constitutes forward-looking statements (including projections, targets, 
hypotheticals, ratios, estimates, returns, performance, opinions, activity and other events contained or referenced 
herein), which can be identified by the use of terms such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue” or “believe” or other variations (or the negatives thereof) thereof. Due to various risks, 
assumptions, uncertainties and actual events, including those discussed herein and in the respective analyses, actual 
results, returns or performance may differ materially from those reflected or contemplated in such forward-looking 
statements. As a result, you should not rely on such forward-looking statements in making any investment decisions. 

Certain information contained herein has been obtained or derived from unaffiliated third-party sources and, while 
Evoke Advisors believes this information to be reliable, neither Evoke Advisors nor any of its affiliates make any 
representation or warranty, express or implied, as to the accuracy, timeliness, sequence, adequacy or completeness of 
the information.  

The information contained herein and the opinions expressed herein are those of Evoke Advisors as of the date of writing, 
are subject to change due to market conditions and without notice, and have not been approved or verified by the United 
States Securities and Exchange Commission (the “SEC”), the Financial Industry Regulatory Authority (“FINRA”), or by 
any state securities authority.  

This publication is not intended for redistribution or public use without Evoke Advisors’ express written consent. 

 


