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STRUCTURALLY SLOWER GROWTH… 



…HAS LEAD TO HISTORICALLY LOW 

RATES 



GERMAN BONDS AT GENERATIONAL 

LOWS 



BUT NOT ALL BAD - LABOR MARKET 

HAS HEALED 



PAST EXCESSES HAVE BEEN 

CORRECTED 



WAGE GROWTH IS PICKING UP… 



…AS IS INFLATION 



OUTLOOK FOR 2017BT* 

IMF World Economic Projections* 

2016 est. 2017 est. 

World Growth 3.1% 3.4% 

Advanced Economies 1.6% 1.8% 

United States 1.6% 2.2% 

Europe 1.9% 1.7% 

Japan 0.5% 0.6% 

Emerging Economies 4.2% 4.6% 

China 6.6% 6.2% 
*As of October 2016 

* BT (before Trump)® 



BUT THE GAINS HAVE NOT BEEN 

SHARED EVENLY 



FOREIGN-BORN AS A % OF TOTAL 

U.S. POPULATION 



SECULAR DECLINE OF 

MANUFACTURING EMPLOYMENT 



14 

THE POLITICAL DOMINOS STARTED 

TO FALL IN 2016 



15 

U.K. RETREATS FROM THE WORLD 



THE SIMPSONS CALLED IT IN 2000 



ITALY PUTS ANOTHER CRACK IN THE 

EURO 



END OF AN ERA? 



TRUMP’S (POSSIBLE) ECONOMIC INITIATIVES 



THERE IS ROOM TO CUT 



HOW MUCH IS ENOUGH? 



EMBRACING KEYNES… 



…MEANS RISING INFLATION 

EXPECTATIONS 



WE HAVE A LONG WAY TO GO THOUGH 

25lbs 
 
 
45lbs 
 
 
220lbs 
 
 
1,495bls 
 
 
???!!!!! 



MAYBE THE FED DOTS AREN’T SO 

CRAZY AFTER ALL 



THE DOLLAR BULL MARKET COULD 

ROLL ON 



EQUITY GAINS PERSIST…. 



…BUT CAP YOUR EXPECTATIONS 





STRETCH VALUATIONS MEANS LOWER 

FUTURE RETURNS 
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Value minus growth: US Markets 
1937–2015 

Information provided by Dimensional Fund Advisors LP. 

In US dollars. The 10-year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. 

Fama/French indices provided by Ken French. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is no guarantee of future results.  
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VALUE VERSUS GROWTH STOCKS 

AN UNUSUAL 10-YEAR PERIOD 
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Value minus growth: US Markets 
1937–2015 

Information provided by Dimensional Fund Advisors LP. 

In US dollars. The 10-year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. 

Fama/French indices provided by Ken French. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is no guarantee of future results.  
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LOWEST TO HIGHEST 

Most recent  
10-year period  
(ending in 2015) 

VALUE VERSUS GROWTH STOCKS 
AN UNUSUAL 10-YEAR PERIOD 



A VALUE PLAY (NOT FOR THE FAINT OF HEART) 



EMERGING MARKETS  
(SOMETHING FOR EVERYONE) 



WHERE WILL MEAN REVERSION TAKE 

US? 



BUT, BOND BEAR MARKETS ARE 

DIFFERENT!! 



BONDS STILL PLAY A ROLL 



THE RISKS (1) 



A SECULAR PEAK? 



NOW THAT PANDORA’S BOX IS OPEN 



IF EVER THERE IS A YEAR TO KNOW 

YOUR LIMITATIONS 

“There are two kinds of forecasters: those who don’t know, and those who 
don’t know they don’t know.” 
 
― John Kenneth Galbraith 

http://www.goodreads.com/author/show/23458.John_Kenneth_Galbraith


SUMMARY 

1. Populism on the rise – fiscal policy takes center stage 

 

2. Modest tailwind for growth & inflation 

 

3. Hawkish Fed is dollar bullish 

 

4. U.S. equities & lower return expectations 

 

5. Value stocks and Japan vs. Europe.   EM?? 

 

6. Bond bear markets are different       
 

 



DISCLOSURES 



DISCLOSURES 


