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Going into the 4th quarter of 2018, the S&P 500 had turned in a positive performance for the first
nine months of the year while many of the other global markets struggled. Then the 4th quarter
hit and the U.S. market reversed. For the quarter, the S&P 500 was down 13.5% while non-U.S.
developed markets and the emerging markets continued their slide, although not quite as
dramatically as the U.S. The MSCI EAFE Index and MSCI Emerging Markets Index were down
12.5% and 7.5%, respectively, for the 4th quarter.
The questions which might be asked: 1) why did the U.S. and other global markets perform so
poorly during the quarter and 2) what do we expect to happen in 2019? As to the first question,
there are a number of reasons why the U.S. and other global markets performed so poorly.
One of the fundamental explanations for the performance in the U.S. is that 4th quarter earnings
growth will in all likelihood be less than half the growth earlier in the year. In the first 3 quarters
of 2018, S&P earnings rose about 25% from a year earlier, helped by the U.S. corporate tax cut.
For the 4th quarter of 2018, the estimated earnings growth rate for the S&P 500 is 11.4%*. In
2019, corporate earnings growth is expected to be 9%. Outside the U.S., earnings growth is
forecasted to slow as well in 2019 to 7%.
Also during the 4th quarter, there were more indications that global economic growth was
slowing. For Japan, GDP forecasts for 2018 dropped to 1.0% in December 2018 from 1.3% in
January 2018. For Germany, GDP forecasts for 2018 dropped to 1.8% in December 2018 from
2.2% in January 2018. For both Japan and Germany, GDP contracted in the 3rd quarter of 2018.
During the 4th quarter, China’s economy grew at 6.4% which was the slowest annual rate since
1990.
Additionally, the U.S. Fed continued increases in interest rates during the 4th quarter. The Fed
raised interest rates four times in 2018 with the latest increase in December. With interest rates
close to 2.5%, cash became an alternative to stocks. Also, higher interest rates increased the cost
of capital for corporations. In Europe, the ECB confirmed it would end its $3 trillion bondbuying programs.
Further, erratic and uncertain politics continued all over the world. For example, U.S. and China
are in a trade dispute and, as of this writing, Brexit uncertainty came to a head on January 15th
with the defeat in Parliament of the deal for exiting the European Union.
*Factset Research
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As to item (ii), what do we expect to happen in 2019? Will this be another 2008 or more like
2011 when the global markets went down 20 % from peak to trough and later recovered?
Our view is that unless there are events which pull the world into a recession, such as a bitter
trade war or central banks overshooting monetary tightening, the upward trend in equities can
continue. As of this writing, global GDP growth remains positive with global GDP growth
forecasted to be 2.6% in 2019. Earnings growth is forecasted to be positive in the high single
digits. There is little or no inflation acceleration, and the end of the U.S. Federal Reserve
interest rate tightening may be in sight.
In terms of our equities positioning for 2019, we are modestly underweight in Continental
Europe since GDP forecasts are being revised downward for many of the markets, beta risk
which is a combination of volatility and correlation with the world markets is high for many
countries. In addition, sovereign spreads have widened for some of the markets, including
Belgium, Finland, Ireland, Italy, and Spain.
Within Continental Europe, some of our allocations have shifted somewhat due to improving
terms-of-trade (export prices relative to import prices) for many markets due to declining oil
prices. We have increased our allocations in Italy and Germany due to cheap valuations and
improving terms-of-trade . Sweden is another market in Europe which we favor with attractive
valuations, an undervalued exchange rate, and declining sovereign spreads over the last 24
months. On the other hand, our allocation to Norway has decreased. Norway could be hurt by the
decreases in the price of oil.
In Developed Asia, Japan remains overweight. Japan’s forecasted 2019 price-to-earnings of the
market is 13x which is reasonable, its GDP forecasts are not being revised downward as in the
case of many European markets, and its beta risk (combination of low volatility and correlation
with the world markets) is low. Singapore is also overweight with attractive valuations, including
a dividend yield of 4.3%, and low beta risk.
We continue to be overweight in emerging markets since many of the markets have attractive
valuations. Brazil has become overweight. Although Brazil’s terms-of-trade trend is negative,
consensus GDP growth forecasts have begun to stabilize, and year-over-year price momentum is
positive. Taiwan remains the top-ranked market in Emerging Asia, with favorable valuation,
growth, and risk indicators.
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Disclosures: The commentary, analysis, references to, and performance information contained herein, except where
explicitly noted, reflects that of DCM Advisors, LLC (DCM), a registered investment adviser.
Opinions expressed are as of the current date and subject to change without notice. DCM shall not be responsible for
any trading decisions, damages, or other losses resulting from, or related to, the information, data, analyses or opinions
contained herein or their use, which do not constitute investment advice, are provided as of the date written, are
provided solely for informational purposes and therefore are not an offer to buy or sell a security. This commentary is
for informational purposes only and has not been tailored to suit any individual. References to specific securities or
investment options should not be considered an offer to purchase or sell that specific investment.
DCM does not guarantee the results of its advice or recommendations, or that the objectives of a strategy will be
achieved. The analysis shown herein should in no way be considered indicative of, or a guarantee of actual or future
performance of, or viewed as a substitute for any portfolio invested. Performance data shown represents past
performance which does not guarantee future results. Investments in securities are subject to investment risk,
including possible loss of principal. Prices of securities may fluctuate from time to time and may even become
valueless. Before making any investment decision, investors should read and consider all the relevant investment
product information. Investors should seriously consider if the investment is suitable for them by referencing their
own financial position, investment objectives, and risk profile before making any investment decision. There can be
no assurance that any financial strategy will be successful.
All data presented is based on the most recent information available to DCM as of the date indicated and may not be
an accurate reflection of current data. There is no assurance that the data will remain the same.
This commentary contains certain forward-looking statements. Forward-looking statements involve known and
unknown risks, uncertainties and other factors which may cause the actual results to differ materially and/or
substantially from any future results, performance or achievements expressed or implied by those projected in the
forward-looking statements for any reason.
No graph, chart, or formula in this presentation can be used in and of itself to determine which securities to buy or
sell, when to buy or sell securities, whether to invest using this investment strategy, or whether to engage DCM’s
investment advisory services.
Disclaimers: DCM is an SEC-registered investment advisor under the Investment Advisers Act of 1940 (Advisers
Act). Under the Advisers Act, Rule 204-3 requires DCM to provide clients with specific information about the
advisory firm. DCM offers its Form ADV, Part 2 to serve this important purpose. Investors can request the Form
ADV, Part 2 to learn more about the registration status of our investment advisory firm by calling DCM directly at
(917) 386-6260 or by visiting the SEC’s website at www.adviserinfo.sec.gov. DCM claims compliance with the
Global Investment Performance Standards (GIPS®). For purposes of GIPS ® compliance, DCM is defined as DCM
Institutional (“DCMI”). DCMI is the institutional investment management business of DCM Advisors, LLC.
Investors can obtain a GIPS®-compliant presentation, including descriptions of DCM’s composites and benchmarks,
by calling DCM directly at (917) 386-6260.

January 2019

Global Equity Outlook for Q1 2019
DCM is a wholly owned subsidiary of Dinosaur Group Holdings, LLC. Lisanti, a certified woman-owned and
managed SEC-registered investment advisor, is an affiliate of DCM. Neither the information provided nor any opinion
expressed constitutes a solicitation for the purchase or sale of any security. The investments and investment strategies
identified herein may not be suitable for all investors. The appropriateness of a particular investment will depend upon
an investor’s individual circumstances and objectives.
About DCM Advisors
DCM Advisors, LLC (DCM) is an SEC-registered investment advisory firm. DCM provides asset management and
wealth advisory services to institutions, registered investment advisors, family offices, and high net worth individuals.
Additionally, DCM is affiliated with Lisanti Capital Growth, LLC (Lisanti), a certified woman-owned and managed
SEC-registered investment advisor specializing in small and small/mid-cap (SMID) growth equity investing.
In asset management, DCM believes in time-tested investing. As a result, DCM has carefully crafted a group of
investment artisans that have proven and consistent long-term investment performance. All of DCM’s investment
teams have extensive market cycle experience and a philosophically fundamentally driven investment approach that
generates unique insights, with strong convictions, supported by a portfolio investment process that is optimally
diversified and risk-managed. Current DCM and Lisanti portfolios include Global Equity, International Equity, U.S.
Small Cap Growth, U.S. SMID Cap Growth Equity and U.S. Municipal Bonds. In addition, DCM provides research
subscription and advisory services to institutional clients related to global and international equities. Lisanti also is the
investment adviser to the Lisanti Small Cap Growth Fund (ASCGX).
Heckman Global Advisors, the research division within DCM, also provides research subscription and advisory
services to institutional clients related to global and international markets including offering recommendations as to
country and sector allocations.
In wealth advisory, DCM offers advisory services to high net worth individuals through our wealth management
representatives.
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