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Everything is awesome

We are often asked why we are not more bullish. After all, the US stock market was recently hitting all-time
highs, and there is some evidence that the worst of the global growth slowdown and trade skirmishes may be
behind us. And after an abrupt about-face from tightening to easing, global central bankers appear to be
willing to support growth at all costs, especially against the backdrop of such a long period of persistently low
inflation. If that was not enough, next year is an election year. If politicians know anything, it’s that weak
growth — and certainly recessions — are not good for getting re-elected. So won’t this US presidential
administration do everything in its power to boost the economy, just in time for voters to hit the polls?

Many of the improving data points are volatile and have been prone to frequent short-term head fakes, but
even if the improvement can be sustained, it just may not be as quick and as aggressive as market
participants are hoping for, at least in the US. Meanwhile, on the trade front, we make two simple
observations. First, everybody seems to have an opinion on how the events will unfold, but it makes little
sense to us that investors are positioning their portfolios based on this type of speculation. Second,
ratification by Congress aside, negotiations with the Trump administration have yet to go smoothly into the
finish (remember the weeks leading into the original USMCA signing over a year ago?). Following that
pattern, the market may need to “price out” a deal before it actually gets done.

There are many myths circulated about election years. The Fed does not raise rates in election years? Over
the last 12 election years, the Fed has actually had more interest rate raises than cuts! Politicians will
engineer a strong economy and strong stock market going into an election? The last two bear markets
spanned election years (2000 and 2008)! Elections and geopolitical events tend to distract investors from
focusing on the fundamentals. The market’s rally to new highs despite slowing profit growth, tightening
liquidity and rising optimism suggest that investors are being compensated less for taking on increased risk.
But as is very typical late in bull markets, momentum seems to again be dominating investor psychology,
where markets become increasingly attractive to investors simply because they are going up. To us, this
indicates that we should be getting more cautious, not more bullish.

US bear markets (blue) vs. election years (grey) vs. Fed Funds target rate since 1972
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Source: Richard Bernstein Advisors LLC, Bloomberg, S&P, Federal Reserve Board
Grey shading: US presidential election years; Blue bars: bear markets
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Please feel free to call your regional portfolio specialist with any questions:
Phone: 212 692 4088
Email: sales@rbadvisors.com

For more information About Dan Suzuki, please click here.
Recent & Related articles:

S&P 500° for the long run?

Sometimes defense is the best offense

Health Care for All

Time to hang up your CAPE?

Cheap cyclicals may be a warning sign
Ht 4P E? (Why China?)

Yield curve inversion cheat sheet

Recession, recession, recession!

Dan Suzuki is registered with Foreside Fund Services, LLC which is not affiliated with Richard Bernstein Advisors LLC or its affiliates.

Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an offer
to buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a prospective
investor of formal offering materials, including subscription or account documents or forms, which include detailed discussions of the terms of the
respective product, vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment, and which should be
reviewed carefully by any such investor before making the decision to invest. RBA information may include statements concerning financial market trends
and/or individual stocks, and are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other
reasons. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may
differ materially, and should not be relied upon as such. The investment strategy and broad themes discussed herein may be unsuitable for investors
depending on their specific investment objectives and financial situation. Information contained in the material has been obtained from sources believed to
be reliable, but not guaranteed. You should note that the materials are provided "as is" without any express or implied warranties. Past performance is not
a guarantee of future results. All investments involve a degree of risk, including the risk of loss. No part of RBA’s materials may be reproduced in any form,
or referred to in any other publication, without express written permission from RBA. Links to appearances and articles by Richard Bernstein, whether in
the press, on television or otherwise, are provided for informational purposes only and in no way should be considered a recommendation of any particular
investment product, vehicle, service or instrument or the rendering of investment advice, which must always be evaluated by a prospective investor in
consultation with his or her own financial adviser and in light of his or her own circumstances, including the investor's investment horizon, appetite for risk,
and ability to withstand a potential loss of some or all of an investment's value. Investing is subject to market risks. Investors acknowledge and accept the
potential loss of some or all of an investment's value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC.
Richard Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein.
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