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Quarterly Market Outlook 
October 2017 

Strong Global Growth 

An environment of continued central bank stimulation has resulted in a strong pickup in global economic growth over 

the past year. This has been a tailwind for equity markets in particular. Global equities (MSCI World) were up nearly 

5% during Q3 and are now up over 16% in 2017.1 After one of the strongest bull markets in history, many markets have 

reached all-time highs with valuations at levels only seen during the Dot Com Bubble and prior to the Great Depression. 

Investors buying at these levels are likely to see low returns over the next decade. 

Emerging Market Equities 

The biggest beneficiaries of the pickup in global growth have been emerging markets, as these economies tend to be 

export dependent. After years of weakness, emerging market economies are just beginning to recover from low levels 

of activity. This has resulted in attractive valuations, with little fear of monetary tightening. Investor inflows have driven 

strong performance in emerging market equities thus far this year (MSCI Emerging Markets is up nearly 28% YTD1).  

While  emerging markets  will likely be more susceptible to periods of increasing volatility, we expect the long-term trend 

of outperformance versus developed markets to continue. 

Market Complacency 

Strong investment returns and central bank intervention have led to complacency among investors, reducing the 

expected returns investors are willing to accept for risk. Most investors have far too much concentration in assets (such 

as equities, high yield credit and real estate) that depend on a continuation of the current environment. While we don’t 

foresee large near-term risks to growth, there will inevitably be negative surprises that drive a meaningful pickup in 

volatility. Holding exposures to assets and strategies that perform well in different economic environments is critical to 

protecting capital in more challenging markets. 

Shift towards Monetary Tightening 

After 9 years of aggressive central bank stimulation we are entering a new environment of monetary tightening. The Fed 

plans to begin reducing its balance sheet in October, initially at a pace of $10 billion per month and accelerating over 

time. The ECB and Bank of England have also been discussing strategies for tightening monetary policy over the coming 

months. What has been a tailwind for asset markets will become a headwind. We suspect central banks will move slowly, 

but there is always the risk of policy errors and/or unintended consequences from central bank actions. Given little room 

for additional easing, we are concerned that the next economic downturn may be very difficult to reverse. 

 
1 Source: Bloomberg. YTD calculations represent the period from12/31/16 – 9/30/17. 
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Elevated Debt Levels 

Global debt levels have continued to increase since the 2008 crisis, now reaching 327% of global GDP.2 This makes 

the global economy very sensitive to increases in interest rates. As we noted in our last update, China is a large driver of 

this upswing and is worth watching closely. Here in the US, we are concerned about the rapid increase in corporate 

debt, which has supported the equity market through stock buybacks, and is now above cyclical highs reached in 2002 

and 2008. We also see risks associated with entitlements and public pension liabilities which are underfunded and 

multiples of GDP. All of these factors limit the long-term sustainability of the current trend in growth. 

Commodities 

After a slow start this year, commodity prices rebounded strongly in Q3, particularly for industrial commodities such as 

oil and copper, which were both up nearly 10%.1 With increasing global demand and a reduction in commodity 

investment in recent years, we think we are in the early stages of a multi-year trend of higher commodity prices. This is 

likely to add to nascent inflation pressures. 

Washington Stalemate 

Another attempt by Republicans to repeal and replace Obamacare failed, leading many to question the ability of the 

Trump administration to work effectively with Congress. The next focus for the administration will be tax reform. Given 

the incentives to achieve a political victory before mid-term elections, a deal is probable in the coming months. We 

expect any reduction in tax rates to place upward pressure on interest rates, as it would likely increase the fiscal deficit. 

Wealth Inequality 

The recovery in global growth since the 2008 crisis has disproportionately benefitted the owners of capital versus labor, 

which has exacerbated wealth and income inequality globally. In the US, for example, the top 1% of families own nearly 

40% of the wealth in the country.3 This trend is unsustainable from a societal perspective, and increases the odds of more 

extreme political outcomes, such as the rise of nationalist/populist candidates. 

 
2 Source: The Institute for International Finance. 
3 Source: Federal Reserve. https://www.federalreserve.gov/publications/files/scf17.pdf. 
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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. 

 


