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And jumping to the conclusion, iMGP likes international equities, bonds and no recession.
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Wall of Worry

US election, inflation, 
markets, economy, 
war, Ukraine, China, 
Israel, affordable 
healthcare, retirement, 
our kids…
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Bonds Equities Alternatives

Performance reflects index returns as follows (left to right): Bloomberg US Aggregate,  ICE BofA US High Yield, S&P 500, Russell 2000, MSCI EAFE, MSCI EM, Morningstar US 
Fund Multistrategy Index, SG Trend Index. Source: Morningstar Direct. Data as of 9/30/2024.
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Presenter Notes
Presentation Notes
Despite some intra-quarter volatility, U.S. Larger Cap (S&P 500 Index) reached new highs, gaining nearly 6% in Q3 pushing its year-to-date return to over 22%. Notably, there was a rotation out of large-cap growth tech stocks into a broader range of sectors and styles. U.S. Larger-cap value (Russell 1000 Value) gained 9.4% and outperformed U.S. Larger-cap growth’s (Russell 1000 Growth) 3.2% gain, while U.S. smaller-caps (Russell 2000) rose 9.3%.
Outside of the U.S., developed international stocks (MSCI EAFE) gained 7.3%, finishing ahead of domestic stocks (S&P 500 Index) in the three-month period. Emerging markets stocks (MSCI EM Index) were relatively quiet for most of the quarter but rose sharply in the last week of the period after China announced their boldest stimulus in years. Emerging-markets stock finished the quarter up 8.7% thanks to a 23.5% gain for China (MSCI China Index) during the month of September
Within the bond markets, returns were positive across most fixed-income segments. The benchmark 10-year Treasury yield declined from 4.36% to 3.81% amid lower inflation and recession concerns. In this environment, the Bloomberg U.S. Aggregate Bond Index gained 5.0% and credit performed well in the quarter as high-yield bonds (ICE BofA Merrill Lynch High Yield Index) were up 5.5% in the quarter.




iMGP Outlook

Presenter Notes
Presentation Notes
We believe inflation has peaked and over the near-term will trend lower towards the Fed’s long-term goal. The economy is relatively healthy for the time being and a soft landing is our base-case scenario. 
Our global equity allocation is neutral overall and balanced from a growth/value/blend perspective. 
Within U.S. stocks, large-cap growth continues to outperform driven by impressive earnings growth related to Artificial Intelligence. We think there are opportunities outside large growth in larger-cap value and smaller-cap stocks. 
U.S. core bond yields have increased and now offer more attractive return potential and increased downside hedge. Credit remains attractive as well with yields in the upper single digits. 
We also maintain our positions in actively managed flexible fixed-income strategies and alternative strategies, including trend-following managed futures.




US Economy 
Remains in 
Good Shape
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Presenter Notes
Presentation Notes
Overall, our view is that economic data currently remains generally healthy.
For example, real GDP growth for the second quarter was 3.0% and the estimate for the third quarter is currently 2.5%. 
Our base-case scenario is that a soft landing is the most likely outcome for the U.S. economy, which should be positive for both stocks and bonds. 




Inflation 
Continues to 
Moderate 
Towards the 
Fed’s 2% 
Target

-2%

-1%

0%

1%

2%

3%

4%

5%

6%

7%

8%

1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023

Inflation is Nearing 2% Target
Core PCE Headline PCE

Source: U.S. Bureau of Economic Analysis. 
Data as of 8/31/2024.

Presenter Notes
Presentation Notes
Our view since early this year has been that inflation was under control and that it would be trending lower in the second half of the year.
The decline in inflation gave the Fed the confidence to lower the Fed Funds rate by 50bps at their September FOMC meeting, shifting their focus to the labor market which had shown signs of slowing. 






Fed Cut 
Rates 0.5% in 
September
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Presenter Notes
Presentation Notes
At its mid-September meeting, the Federal Reserve lowered the target for the federal funds rate by 0.50%, or 50 basis points, to a range of 4.75% to 5.0%
The cut came after one of the most rapid series of hikes in history in an effort to combat the highest level of inflation since the early 1980s. 
Outside of the emergency pandemic reduction, the last time the Fed cut by 50 basis points was in 2008 during the global financial crisis. (See chart below, gray vertical bars represent a recession.)




The Fed Sees Growing Risks to Labor Market 
and Balanced Risks to Inflation
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Presenter Notes
Presentation Notes
Since the Fed’s July meeting, inflation declined faster than the Fed had anticipated, while the unemployment rate has risen more than expected. With inflation less of a concern, the Fed's focus has shifted to its full-employment mandate.
The Fed sees a growing risk to the unemployment rate and more balanced risks to inflation. This is evident in the changing perceptions between June and September (see chart). By moving their focus to the labor market, the hope is to safeguard a soft landing for the economy. 




Bond Market 
is Pricing in 
Aggressive 
Rate Cuts

Source: BCA Research. Data as of 9/30/2024.

Presenter Notes
Presentation Notes
The bond market is currently pricing in a fed funds rate of 2.7% at year-end 2025/early 2026 (see the green dashed line). 
The difference between what the bond market is pricing in, and the Fed expectations (red dots), is the market pricing in the possibility of a recession. 




IMGP 
Believes 10-
Year 
Treasury 
Yields are 
Range Bound
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Presenter Notes
Presentation Notes
We believe 10-year Treasury yields are range bound over the next 12 to 15 months, and outside of a recession, we don’t believe there is significant benefit to owning longer-term duration bonds such as investment grade corporates or 10-year treasury notes (i.e., the Bloomberg US Agg Bond Index). 
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Presenter Notes
Presentation Notes
We believe 10-year Treasury yields are range bound over the next 12 to 15 months, and outside of a recession, we don’t believe there is significant benefit to owning longer-term duration bonds such as investment grade corporates or 10-year treasury notes (i.e., the Bloomberg US Agg Bond Index). 
Given this range of outcomes, our analysis suggests better potential returns from owning shorter-term, higher-yielding investments. 
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iMGP Expects the Rally in U.S. Stocks to 
Broaden Out Beyond Large Cap Growth
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Presenter Notes
Presentation Notes
Our portfolios have meaningful exposure to many of these strong-performing mega-cap stocks, which has benefitted portfolio performance. But we remain balanced, also owning larger-cap value and smaller-cap U.S. stocks that are trading at more attractive valuations and offer important diversification benefits. 
In March, we rebalanced our U.S. equity allocation to increase exposure towards higher-quality, more attractively valued parts of the U.S. equity market (value stocks and smaller-cap stocks) that could benefit from an ongoing economic expansion and a broadening out of the market rally. 




Equity Market Trends Shifted in Third Quarter
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Presenter Notes
Presentation Notes
Fed’s decision to start cutting rates will likely be somewhat of a game changer we believe, shifting the market trends.
Notably, a rotation out of large-cap growth tech stocks and into a broader range of sectors and styles occurred in the third quarter. 
Other areas of the equity market which have lagged and have lower valuations—small-cap companies, value stocks, and international markets— also benefitted from this broadening of the market in the third quarter.




Equity Market Trends Shifted in Third Quarter
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Presenter Notes
Presentation Notes
Fed’s decision to start cutting rates will likely be somewhat of a game changer we believe, shifting the market trends.
Notably, a rotation out of large-cap growth tech stocks and into a broader range of sectors and styles occurred in the third quarter. 
Other areas of the equity market which have lagged and have lower valuations—small-cap companies, value stocks, and international markets— also benefitted from this broadening of the market in the third quarter.




Foreign Stock Valuations are Attractive
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Presenter Notes
Presentation Notes
Overall, our global equity allocation remains neutral with respect to U.S., developed international, and emerging market stocks. 
That said, given their lower starting valuations, our five-year expected return estimates for developed international and emerging markets equities are high-single to low-double digit annual average returns – attractive both in absolute terms and relative to U.S. stocks. 




Re: Election

Historically 
Stocks Trend 
Higher
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Presenter Notes
Presentation Notes
With the U.S. presidential election one month away, we want to reiterate our long-held view that portfolio positioning should be guided by an analysis of longer-term risks and rewards, not election outcomes. 
We recognize that it’s natural for investors on both sides of the aisle—especially in today’s polarized environment—to believe that an election outcome could have a big impact on the financial markets. 
This intuition, however, is not supported by the historical data and we provide some evidence below that stocks have historically trended higher regardless of the political party of the President.




Capital Group

20

Dividends
Selective growth
International

Presenter Notes
Presentation Notes
[Refer to slide.]





Source: Capital Group. Data as of 12/31/23.
*Total return for the S&P 500 Index was negative for the 2000s. Dividends provided a 1.8% annualized return over the decade.
 Past results are not predictive of results in future periods. 

Dividends may be relevant for the first time in decades

D I V I D E N D S
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S&P 500 annualized total return by decade

Dividends have comprised 37% of total returns since 1926 Forward P/E ratio of high dividend stocks vs. S&P 500 Index (%)

Source: Goldman Sachs. As of 9/30/24. P/E ratio = price-to-earnings ratio. The forward P/E represents the forward ratio for 
the next fiscal year. Past results are not predictive of results in future periods.

This exhibit is examining the P/E multiple of the cohort of stocks in the S&P 500 Index with the highest quintile dividend 
yield (sector-neutral) relative to the broad S&P 500 Index.
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Presenter Notes
Presentation Notes
As we think about a broadening market, the first place worth exploring is dividends. It's a key area where recent years have been the exception, not the norm.
Dividends have played a significant role in investors’ returns over the years, contributing 37% of total return in the past 97 years vs. just 16% and 14% in the 2010s and 2020s, respectively. While the share of dividends as a percentage of total returns has fluctuated, historically dividends have provided some downside cushion during difficult periods and have been a consistent source of return in advancing market environments.
Over the past decade, the contribution from dividends hasn't represented as large of a portion of total return as it has over the longer, nearly 100-year period. That may likely be about to change. 
Using the price-to-earnings or “P/E” ratio can help measure how “cheap” or “expensive” the market is. It tells investors how much earnings the company makes per dollar of investment. 



D I V I D E N D S
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Think dividends for risk-adjusted returns

Attractive yields exist around the globe

Number of companies with dividend yields
higher than 3%

Largest dividend payers

United States
Exxon Mobil
AbbVie
Chevron

International
Nestle
Novartis
Roche Holding 

Emerging markets
China Construction Bank 
MediaTek
Ping An Insurance

Source: Capital Group, FactSet. As of 9/30/24. United States reflects the S&P 500 Index. International 
reflects MSCI EAFE. Emerging markets reflects MSCI Emerging Markets Index. Largest dividend payers 
reflect largest holdings by weight in the index.
Past results are not predictive of results in future periods.
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Sources: Compustat, Worldscope via FactSet, MSCI, Capital Group. Data from 12/31/89-12/31/23.

Returns for the global universe are total returns in USD (with gross dividends reinvested) calculated as a weighted average of regional portfolio 
allocations. The universe consists of an equal-weighted portfolio of the 1,000 largest companies in the S&P BMI Global Index for North America (50% 
weight), Europe (25%) and Japan (10%); and the 500 largest companies for Emerging Markets (10%) and Pacific ex Japan (5%) from December 1989 to 
December 2004. Thereafter, the universe consists of an equal-weighted portfolio of the 1,000 largest companies in the MSCI IMI (Investable Market 
Index) Indices for North America, Europe and Japan; and the 500 largest companies for Emerging Markets and Pacific ex Japan. The global universe is 
based on an approximate weighting of regions in the MSCI ACWI and do not reflect the changing regional shifts. The universe constituents were 
rebalanced quarterly, and volatility (standard deviation) is based on monthly returns. All companies composing the global universe are split into 
dividend payers and non-dividend payers. A company was classified as a ”dividend payer” if it paid a dividend during the previous quarter. A company 
was classified as a “dividend grower” (a subset of payers) if its trailing 12-month dividend per share increased relative to one year earlier. Past results 
are not predictive of results in future periods.
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Presenter Notes
Presentation Notes
A broad range of business sectors in the U.S. that have tended to pay higher dividends could see their prospects improve as legislation for increased capital spending has been approved recently.  Companies are exploring new opportunities and ways of doing business that may help the dividend landscape. Many companies benefiting from this increased spending may look to maintain or increase their dividends. This trend has provided investment opportunities for investors with income needs.
When we look at the dividend characteristics of an equal-weighted global universe of companies, we see that the average dividend grower has produced higher returns and lower volatility than the average company in any other segment.
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Multiple expansion among expensive companies is likely to 
slow down
Meanwhile, the earnings landscape continues to shift

SELECTIVE GROWTH

Forward P/E multiple of S&P 500 Index highest and lowest valuation quintiles (sector-neutral)
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The forward P/E represents the forward P/E multiple for the next fiscal year.
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Presenter Notes
Presentation Notes
Now, let's shift the discussion to how investors seek growth in portfolios. 
At Capital Group, we often think of "growth" in terms of long-term capital appreciation, not "growth as a style." 
Although some of our analysts see long-term opportunities in some large-cap technology-driven companies that have led the market, it is important to note that there are many other places where we think investors should maintain diversified exposure. 
The left hand side chart explores this duality.
The chart shows that the most expensive cohort (dark blue line) in the S&P 500 Index has gotten even more expensive than history in recent years. 
The flipside is that other parts of the market may offer good investment opportunities, and we believe investors should remain flexible to invest outside of just "growth," a style that emphasizes the more expensive parts of the market. 
The right hand side is a current look into the heavily discussed "Magnificent 7" stocks. After a massive spike in YoY earnings growth since 2023, due in large part to AI-related spending, we're seeing some of that come down to earth as the rest of the S&P 500 is still growing at a positive rate.
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Seeking growth beyond the Magnificent 7

The largest companies dominate the U.S. market…

Sources: Capital Group, FactSet. Next 50 companies represent stocks following the Magnificent 7, ranked by market 
capitalization, with the above stocks topping the list. Sales are the net sales (or revenues) of the relevant item reported in the 
last 12 months. Profit is represented by the trailing 12-month operating profit. As of 9/30/24.
Past results are not predictive of results in future periods.

$15,667

Magnificent 7
Apple, Microsoft, Amazon, NVIDIA, 
Alphabet, Tesla, Meta

Stocks of the S&P 500 Index (USD billions)

Next 50 companies
Berkshire Hathaway, Eli Lilly, Broadcom, 
Wal-Mart, J.P. Morgan and more

Market 
value

…but other industries offer attractive growth opportunities

• Vertex
• Regeneron

• ASML Holding
• Applied Materials

Sales

Profit

$1,904

$508 $771

$4,878

$15,791

Magnificent 7 Remainder
of S&P 500

Index

Aerospace
equipment

Biotechnology Semiconductor 
materials & 
equipment

• General Electric
• RTX Corporation

S&P 500 Index valuations and projected earnings growth

Source: FactSet. As of 8/31/24. Forward P/E multiple represents the forward P/E multiple for the current fiscal year.
*Estimated earnings growth is a % annual growth figure. Magnificent 7 stocks were the top 7 contributors 
to returns for 2023 in the S&P 500 Index. 

SELECTIVE GROWTH

Presenter Notes
Presentation Notes
Although there are pitfalls to owning a concentration of Magnificent 7 companies, they can be appropriate growth investments.��But the question for investors is, ”What else?" 
The left hand chart shows that the market value of the "next 50" companies was roughly the same as the Mag 7 as of 9/30/24. 
And yet, those 50 companies offered more sales and profits, and they feature companies from many other industries like financials and health care. 
The right hand side zooms in on some of the sectors in which our investment professionals have more conviction than the market.��For the last one, semiconductor materials and equipment, think of these as "pick and shovel" companies that make equipment to make semiconductors.
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I N T E R N A T I O N A L

Are the past 10 years likely to repeat?

Earnings growth 10-yr annualized P/E ratio changes trailing 10 years

Dividends’ contribution to total return 10-yr annualized

Sources: Capital Group, FactSet, Morningstar. As of 9/30/24. Past results are not predictive of results in future periods.
All U.S. data refers to the MSCI USA Index; all international data refers to the MSCI ACWI ex USA Index. Earnings growth is 10-year compound annualized growth rate (CAGR) of the index's earnings. P/E ratios are the most recent month-end price divided by the 
estimated earnings per share for the current fiscal year as of 9/30/14 and 9/30/24. Dividends' contribution to total return is calculated as the index's 10-year annualized total return minus the index's 10-year annualized price return. Foreign exchange changes are 
relative to the U.S. dollar, so it is not applicable for the U.S. index, and for the international index, it is calculated as the dollar-denominated MSCI ACWI ex USA Index minus the local currency-denominated index.

Decomposing the drivers of returns provides some clues
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The scoreboard

Presenter Notes
Presentation Notes
It’s understandable why the U.S. equity markets were as strong as they were over the past decade. Let's dive in now to international markets.
The scoreboard confirms this difference — 12.70% vs. 5.22% annualized since 2014. 
But let's look at the underlying drivers on the right: 
Earnings growth was driven by high-growth sectors such as tech, biotech and communication services, not as well-represented in international indexes. 
Valuation (P/E) changes, though, experienced big differences. In a near-zero rate world, investors rewarded U.S. companies’ top-line growth by paying up in multiples. 
Dividends actually produced more total returns for non-U.S. stocks. 
And take a look at the headwind that the dollar's strength provided — 1.87% per year.
Looking forward, when rates are no longer near zero, and if the dollar's relative strength subsides, it's not hard to imagine how this all could look vastly different in the next 10 years.
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Relative returns of the MSCI EAFE Index to the S&P 500 Index MSCI EAFE outpaced MSCI EAFE lagged
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Sources: Capital Group, FactSet, J.P. Morgan, MSCI, London Stock Exchange Group, S&P Dow Jones Indices LLC. Relative returns and change in the USD index are measured on a cumulative total returns basis in USD. The U.S. dollar index reflects J.P. Morgan's U.S. Real 
Broad Effective Exchange Rate Index, which is rebased to 100 as of 2010. U.S. dollar index data as of 9/30/24. Relative returns data as of 10/31/22. Past results are not predictive of results in future periods.
The Plaza Accord allowed a devaluation of the U.S. dollar, aiming to reduce the U.S. trade deficit and help stabilize trade with Japan.
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Presenter Notes
Presentation Notes
Let's now look at the headwind that the USD provided to non-U.S. stocks over the past decade. 
The strengthening dollar over the past 13 years has been a key factor in the excess return of U.S. equities over non-U.S. equities. While precise timing is hard to predict, currencies tend to move in long cycles. 
Behind the strong dollar cycle was a combination of higher U.S. rates (compared with Europe and Japan), which prompted fixed income flows into the U.S. (and the dollar), and optimism around tech/internet stocks, which prompted equity flows into the U.S. 
Should the next decade bring U.S. rate cuts and a broadening market, it could also mean a very different environment for the U.S. dollar.
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Summary

• Things are good • A lot to worry about 
but worrying causes 
2x the pain



Invite your friends and family

• Periscope email
• Blog
• Videos
• Podcasts
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Disclosures

Investment advisory services offered through A&I Wealth Management, a dba of A & I Financial Services LLC, registered 
investment advisor. Securities provided through Geneos Wealth Management Inc., member FINRA, SIPC.

Sources: iM Global Partner, Athena Invest, Morningstarr, Bloomberg, Capital Group, Goldman Sachs, Compustat, FactSet, 
MSCI, J.P. Morgan, MSCI, London Stock Exchange Group, S&P Dow Jones Indices LLC.

The topics discussed in this webinar are for general information and are not intended to provide specific investment 
advice or recommendations. Opinions, estimates, forecasts and statements of financial market trends are based on 
current market conditions and are subject to change without notice. The information does not represent, warrant or imply 
that services, strategies or methods of analysis offered can or will predict future results, identify market tops or bottoms 
or insulate investors from losses.



Disclosures

This webinar should not be regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect 
the judgment of the presenters on the date of the webinar and may change in response to market conditions. You should 
consult with a professional advisor before implementing any strategies discussed.

Content should not be viewed as personalized investment advice. Information presented is not an offer to buy or sell, or a 
solicitation of any offer to buy or sell any of the securities discussed. References to specific investments should not be 
construed as being past specific recommendations of A&I Wealth Management. The returns for various indices discussed 
in this webinar do not represent the performance of the firm or any of its advisory clients. Returns do not reflect the 
impact that advisory fees will have on an investment.

Past performance may not be indicative of future results. All investment strategies have the potential for profit or loss. 
Different types of investments involve higher and lower levels of risk. There is no guarantee that a specific investment or 
strategy will be suitable or profitable for an investor’s portfolio. 

Historical performance returns for investment indexes and/or categories, usually do not deduct transaction and/or 
custodial charges or an advisory fee, which would decrease historical performance results. There are no guarantees that a 
portfolio will match or outperform a specific benchmark.





But I only want to invest when the President 
belongs to my political party



But I know this President will ruin my 
investments
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