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Macro and Market Outlook – as of 30 September 2018

Pos.

(12-month outlook, updated quarterly)

Central Bank (same*)

▪
▪

Liquidity & Credit
(decrease by 1*)

Economic

(same*)

Valuations

(same*)

▪
▪
▪

Financial conditions vary by region, creating significant disparity.
Spreads are tight, perhaps being a contrarian indication as the next move will be wider.
Global debt has increased substantially over the past 10 years to 2.5 times global GDP. Higher
rates will identify companies with weak balance sheets and weak business models. Unanticipated
inflation could cause a shock.

▪
▪
▪

The US economy is strong by any measure, but the rest of the world is not as fortunate.
The strong US dollar is impacting Emerging Markets
Trade tariffs and geopolitical posturing are reducing global growth. NAFTA 2.0 (USMCA) improve
trade terms for the US. Higher oil prices could slow growth.
Entering the fourth quarter, US earnings are expected to be high double digits, allowing prices to
tolerate higher interest rates, typically used as a discount rate to value earnings. But increasing
bond yields makes fixed income more attractive.
Long-term measures of valuations are clearly stretched, as seen by the Shiller P/E ratio or S&P
market cap to GNP, both of which are in extreme territory.
US consumer confidence is at an all-time high, but the joy is not spread evenly, as European and
Asian confidence is falling.
Geopolitical events are being shrugged off, a sign of a positive (and perhaps naïve) outlook.
Institutional investors are reducing their equity holdings, becoming increasingly cautious.

▪
▪

Sentiment
Technical

(same)

▪
(decrease by 1*)

▪
▪
▪

Overall (same**)

Interest rates are clearly heading higher, with the US Federal Reserve leading the way and likely
to hike rates again before year end.
While rates are still accommodative, the removal of quantitative easing around the globe and
higher interest rates are making fixed income a more viable alternative to equities.

▪

While the US market is in a strong momentum driven upward cycle, bearish signals are coming to
fore. The Technology sector, a leading indicator, is weakening.
Fewer companies are reaching new highs.

Conclusion:
Our outlook remains neutral. While either a stock market correction or a re-alignment of
equity markets in the US and the rest of the world is likely, a change of the longer term
trend appears unlikely over the next year.
*Change from the previous 12-month outlook.
** The weights to calculate the Overall rating are determined by Argus Wealth at its discretion based on market conditions.

The opinions expressed herein are those of Argus Wealth Management and the report is not meant as legal,
tax or financial advice. You should consult your own professional advisors as to the legal, tax, or other
matters relevant to the suitability of potential investments. The external data presented in this report have
been obtained from independent sources (as noted) and are believed to be accurate, but no independent
verification has been made and accuracy is not guaranteed. The information contained in this report is not
intended to address the needs of any particular investor. This presentation is solely for the recipient. By
accepting this report, the recipient acknowledges that distribution to any other person is unauthorized, and
any reproduction of this report, in whole or in part, without the prior consent of Argus Wealth Management is
strictly prohibited. This communication is not to be construed as an offer to sell or the solicitation of an offer
to buy any security. Such as an offer can only be made through receipt of an offering memorandum which
will explain all risks. All figures are estimated and unaudited. Past performance is not necessarily indicative
of future results.
Argus Wealth Management is licensed to conduct Investment Business by the Bermuda Monetary Authority.

Maxwell Roberts Building
1 Church St., 3rd Floor
Hamilton HM11
Bermuda

Tel: +1 (441) 295 9000
Fax: +1 (441) 295 9001
invest@argus.bm
www.arguswealth.bm

