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Favorable Investing Environment 

Global growth is more synchronized than it has been at any point since the Global Financial Crisis. Liquidity in financial 
markets continues to be abundant with weak inflation readings allowing central banks to remain easy. This is leading to 
strong performance across most asset classes, particularly pro-growth assets like equities, real estate and low-quality 
bonds. 

US Equities 

Continued strength in US equities has driven them to valuations that are among the highest in recorded history. The Shiller 
P/E, a measure of price-to-earnings that utilizes trailing 10-year inflation adjusted earnings is now above 30, a level 
only eclipsed in 1999 and 1929.1 While short-term investing conditions remain favorable, we would expect very low 
long-term returns from such an expensive starting point. 

Non-US Equities 

US equities (S&P 500) have dramatically outperformed non-US equities (MSCI ACWI ex-US) over the past decade with 
cumulative outperformance of nearly 60%.2 Over the past year, this pattern has begun to reverse as European growth 
has improved and emerging markets have stabilized. We expect non-US equities to continue their outperformance over 
the coming 5-10 years as valuations remain attractive relative to the US, particularly in emerging markets. 

Monetary Policy 

In the face of strong global growth, most of the major central banks around the world are beginning a transition towards 
monetary tightening. We expect them to move slowly, but in a world that has become increasingly dependent on 
abundant liquidity and low interest rates, sensitivity to a policy misstep is high. The Federal Reserve continued on its path 
of tightening by raising rates another quarter percent to a range of 1.0%-1.25%. This was expected by the market so 
had little impact. The ECB, however, surprised investors with a mention of “reflationary forces” which hinted at the 
potential to start tapering its bond purchases later in the year.3 The market reacted swiftly in the ensuing few trading 
sessions with a material increase in global sovereign yields. Additional tightening steps could be significantly more 
painful as little monetary tightening is currently priced in. 

Inflation 

Global inflation pressures eased in the second quarter as commodity prices fell and wage growth remained positive, but 
low. Despite the short-term weakness, we continue to believe that cyclical forces are aligning – low unemployment, 
above potential growth, tighter commodity supply – to push inflation modestly higher as the year progresses. Most 
investors are underweight inflation hedges and should consider adding exposure at this time as inflation can be painful 
for traditional equities and bonds. 

 
1 Source: http://www.econ.yale.edu/~shiller/data.htm 
2 Source: Bloomberg. 
3 Source: ECB, Speech by Mario Draghi at the ECB Forum on Central Banking, Sintra, Portugal, 27 June 2017 
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China 

China is in the midst of a delicate transition to a consumer-oriented, less debt dependent growth trajectory. A key 
component of this shift is an intentional reduction of excessive speculation in real estate and credit markets, while 
avoiding a destabilizing drop in growth. Chinese authorities have enacted several policies that include raising short-term 
interest rates and specifically targeting off balance sheet lending products favored by smaller Chinese banks. Thus far 
the Chinese economy has been able to withstand the tightening, but the risk of a more pronounced Chinese downturn 
continues to be one of the major risks to the global economy. Chinese capital markets continue to open up to more 
foreign investors, with a notable step being inclusion of the domestic A-shares market in the MSCI Emerging Markets 
Index. 

Europe 

With the election of Emmanuel Macron as French Prime Minister, there has been a turn in European politics towards the 
center and away from more extreme populist parties. The risks of a breakup in the European Union have subsided for 
the time being, but ongoing wealth inequality, immigration challenges and disagreements on appropriate monetary 
policy continue to present longer-term risks to a unified Europe. Italian elections will be the next critical juncture in the 
political calendar. 

Trump 

The Trump administration continues to be bogged down by the Russia investigation, infighting and competing agendas 
among congressional republicans. As a result, there has been little progress on most of the Trump priorities outside of 
deregulation. While we believe that some tax cuts are likely, expectations should be tempered for near term stimulus 
and a failure to enact key policy goals may weigh on US stocks and could jeopardize the republican majority in 2018. 

Market Volatility 

After a prolonged economic recovery, aggressive central bank stimulation and virtuous period of investment returns, 
market gauges of risk continue to grind lower. The VIX, which is a measure of expected volatility of the S&P 500, has 
recently reached its lowest level in over 20 years.4 While this environment can persist for some time, we would be 
cautious around extrapolating the past 8 years of easy monetary policy and improving economic conditions into the 
future. High debt levels globally, the potential for rising inflation and monetary tightening, and continued political risks 
create an extremely wide range of outcomes going forward.

 
4 Source: CBOE 
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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. 

 


