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As Good As It Gets?
We are currently in the second longest bull market in U.S. history. Equity valuations are at high
levels, bond spreads are tight, and some feel the markets are priced to perfection. Investors have
been grappling with how to interpret positive news coming from labor markets, economic surveys
and equity markets for some time. The upbeat economic indicators reflect many positives. Yet
enough uncertainty persists for us to pause and ask, is good news truly good news or is it actually
bad news? Can markets and economies continue to grow, or is this as good as it gets?

For the balance of 2018, we feel the following will be on the minds of investors:


The Global Economy Continues to Grow. We expect global growth to continue slowly
expanding, as underlying data looks healthy, but not robust. The recent tax cuts appear to
be benefitting both consumers and corporations, and corporate earnings are poised to
grow at a decent clip throughout the rest of the year.



Equity Market Volatility Returns to Historic Norms. After over a year of abnormally low
volatility, market activity appears to be rising back to normal levels. This should be
expected as the Fed normalizes its balance sheet and becomes less accommodative.
With company earnings rising and prices remaining relatively flat, valuations such as P/E
ratios have fallen from 15-year highs earlier in the year.



Bond Yields are on the Rise. Outside of some recent spikes over tariffs concerns, bond
prices are generally falling, causing yields to rise. With equity volatility returning to normal,
the important role bonds play in reducing portfolio volatility has never been more evident.



Risks Shifting. Geopolitical concerns about North Korea have moderated. On the other
hand, risks around a trade war are increasing as populism grows around the globe.

After many years of speculation over the timing of bond yields rising, it finally appears to be
happening. Bond yields are rising as the Fed normalizes rates. It is a sign of confidence in the
economy, as the Fed now feels the economy is on solid enough footing to be able to do this and
not rattle markets. Perhaps the tax cuts helped by adding stimulus to the economy, which is
nearing a 10-year bull market run. Corporate earnings are on the rise and the labor markets are at
their strongest levels in many years. The fear now is whether this is as good as it gets. Is it all
downhill from here? While a future recession is inevitable, we do not believe it will happen this
year. There are risks to our outlook, but the fundamentals appear strong.
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as a leading provider of retail services to the investment programs of banks and credit unions.
Through its multiple distinct firms, Cetera offers independent and institutions-based advisors the
benefits of a large, established broker-dealer and registered investment adviser, while serving
advisors and institutions in a way that is customized to their needs and aspirations. Advisor
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advisory platforms, comprehensive broker-dealer and registered investment adviser services,
practice management support and innovative technology. For more information, visit cetera.com.
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Disclosures
The material contained in this document was authored by and is the property of Cetera Investment
Management LLC. Cetera Investment Management provides investment management and
advisory services to a number of programs sponsored by affiliated and non-affiliated registered
investment advisers. Your registered representative or investment adviser representative is not
registered with Cetera Investment Management and did not take part in the creation of this
material. He or she may not be able to offer Cetera Investment Management portfolio
management services.
Nothing in this presentation should be construed as offering or disseminating specific investment,
tax, or legal advice to any individual without the benefit of direct and specific consultation with an
investment adviser representative authorized to offer Cetera Investment Management services.
Information contained herein shall not constitute an offer or a solicitation of any services. Past
performance is not a guarantee of future results.
For more information about Cetera Investment Management, please reference the Cetera
Investment Management LLC Form ADV disclosure brochure and the disclosure brochure for the
registered investment adviser your adviser is registered with. Please consult with your adviser for
his or her specific firm registrations and programs available.
No independent analysis has been performed and the material should not be construed as
investment advice. Investment decisions should not be based on this material since the
information contained here is a singular update, and prudent investment decisions require the
analysis of a much broader collection of facts and context. All information is believed to be from
reliable sources; however, we make no representation as to its completeness or accuracy. The
opinions expressed are as of the date published and may change without notice. Any forwardlooking statements are based on assumptions, may not materialize, and are subject to revision.
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All economic and performance information is historical and not indicative of future results. The
market indices discussed are not actively managed. Investors cannot directly invest in unmanaged
indices. Please consult your financial advisor for more information.
Additional risks are associated with international investing, such as currency fluctuations, political
and economic instability, and differences in accounting standards.

Glossary
The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping
(among other factors) designed to be a leading indicator of U.S. equities and is meant to reflect the
risk/return characteristics of the large cap universe.
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