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ACG’s Investment Committee routinely identifies key areas of focus or themes that will drive investment returns over the intermediate term. In this

quarterly update, we highlight market and economic considerations relevant in the context of enhancing risk-adjusted outcomes.
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Evolving Global Growth Dynamics 
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Global PMIs:  A Recovering Manufacturing Base Supports an Outlook for Continued Growth Into 2020  
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Evolving Global Growth Dynamics 
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OECD Leading Indicators:  Improving Trends Limit Near Term Recessionary Concerns 

Source:  ACG Research, Bloomberg
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Heightened Geopolitical & Social Risks

Source:  ACG Research, Bloomberg

Lingering Trade Tension:  Peak Globalization a Notable Headwind to Corporate Earnings Growth
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Heightened Geopolitical & Social Risks

Source:  ACG Research, Bloomberg

Confidence is Key:  Consumers Remain Resilient Despite Business Leaders Caution
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Challenging Yield Environment

Source:  ACG Research, Bloomberg (as of 12/31/19)

US Federal Reserve:  Policy Pivot in 2019 Affirms Belief in “Lower for Longer” Rates 
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Challenging Yield Environment

Source:  ACG Research, Bloomberg (as of 12/31/19)

Corporate Credit:  Persistently Tight Spreads Limit Income and Introduce Asymmetric Risk 
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Conflicting Inflationary Signals

Reported Inflation:  Core PCE Has Consistently Trailed the Fed’s Objective 

-2.00%

-1.00%

0.00%

1.00%

2.00%

3.00%

4.00%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Difference US Core PCE Fed's 2% Target

If truly a symmetrical target, the Fed may 

accept a modest inflation breakout  

Source:  ACG Research, Bloomberg (as of 12/31/19)
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Conflicting Inflationary Signals

Inflation Expectations:  Remaining Below Target Despite Building Wage Growth

Source:  ACG Research, Bloomberg (11/30/2019)
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Demand For Responsible Investment

Negative/
Exclusionary Screening

The exclusion of certain sectors, companies or practices from a fund or

portfolio based on specific ESG criteria.

Positive/
Best-In-Class Screening

Investment in sectors, companies, or projects selected for positive ESG

performance relative to industry peers.

ESG Integration
The explicit incorporation of ESG factors alongside traditional financial analysis;

seeks both risk mitigation and return opportunities.

Sustainability-Themed 
Strategies

Investments in themes, solutions, or assets specifically related to sustainability

(clean energy, green technology, water, low-carbon, sustainable agriculture).

Impact/
Community Investments

Targeted investments, typically within the private markets, seeking both a

social/environmental and financial return.

Engagement/
Shareholder Action

The use of shareholder power to influence corporate behavior on ESG matters

such as executive remuneration, shareholder rights, diversity and climate-risk

disclosures.
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Responsible Investing:  Aiming to Incorporate Environmental, Social, and Governance (ESG) Factors 

Source:  ACG Research, Global Sustainable Investment Alliance
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Demand For Responsible Investment

Global AUM Growth:  Impressive on an Absolute Basis and as a Proportion of Total Managed Assets

Source: ACG Research, Global Sustainable Investment Alliance. Asset values are converted to US dollars at the time of reporting. Over the measurement period, The European Sustainable Investment Forum (EuroSIF) narrowed its definition

of “ESG Integration” which resulted in a lowered proportion of responsible investments to total managed assets. In 2014, data for Japan was combined with the rest of Asia, so this information is not available.

Growth of ESG Assets by Region 2014-2018

($ Billions) Growth Per Period

Compound Annual 

Growth Rate

Region 2014 2016 2018 2014-2016 2016-2018 2014-2018

Europe $ 10,775 $ 12,040 $ 14,075 11.7% 16.9% 6.9%

United States $ 6,572 $ 8,723 $ 11,995 32.7% 37.5% 16.2%

Canada $ 729 $ 1,086 $ 1,699 49.0% 56.4% 23.6%

Australia/New Zealand $ 148 $ 516 $ 734 248.4% 42.4% 49.2%

Japan $ 7 $ 474 $ 2,180 6665.7% 360.3% 320.1%

Total $ 18,231 $ 22,838 $ 30,683 25.3% 34.3% 13.9%
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Muted Return Environment

2019 Was Impressive:  Return Expectations Appear More Challenged in the Coming Decade
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Muted Return Environment

Equity Valuations:  Favoring Non-US Equity Investments Following Period of Dramatic Underperformance

Source: ACG Research, Bloomberg, Robert Shiller
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Recent Negatives

▪ Complacent justification of valuations   

▪ Business investment remains tepid 

▪ Political fractures intensify & globalize

▪ Corporate debt a growing concern 

Recent Positives

▪ Robust financial market returns

▪ Continued strong US labor market

▪ Broad based policy support

▪ US-China Reach Phase-One Agreement   

Near-Term Assessment

Risk-Off

▪ Abrupt deterioration in US-China relations

▪ Erosion of consumer/corporate confidence

▪ Escalating protectionist trade policies

▪ Ineffective monetary policy follow-through

▪ EPS or revenue shortfalls

Risk-On

▪ Fiscal stimulus sparks sustainable growth

▪ Revived sentiment drives spending/CapEx

▪ De-escalation of global trade tensions

▪ Increasingly stimulative monetary policy

▪ Productivity gains through technology

Baseline Assumptions

▪ Global economic growth of 2.5% - 3.5%

▪ Developed market inflation struggling to achieve the 
broadly utilized 2.0% target

▪ Equities to perform in line with earnings growth

▪ Short-term bond yields to remain anchored

Lower probability of 

achieving baseline forecasts 

over the cyclical horizon  

could create “fatter” tails
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Implementation Strategies

▪ Embrace global diversification, with a modest reserve of dry powder

▪ Private strategies can limit near-term price impacts

Heightened Geopolitical & Social Risks

▪ Shorter-dated fixed income and floating rate securities protect against inflationary surprise

▪ Diversified real assets can provide enhanced income amid rising prices

Conflicting Inflationary Signals

▪ Maintain long-term strategic allocations

▪ Pursue active/focused/opportunistic strategies in less efficient markets

Evolving Global Growth Dynamics

▪ Maintain high-quality core fixed income exposures for portfolio ballast

▪ Incorporate “non-traditional” strategies for flexibility and yield enhancement

Challenging Yield Environment

▪ Consider a high-quality portfolio orientation

▪ Opportunities in both stocks and bonds for impact oriented investment

Demand for Responsible Investment

▪ Revisit overall risk tolerance and investment objectives

▪ Focus on strategic plan versus frequent tactical shifts

Muted Return Expectations
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The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect the opinions of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon sources ACG believes to be reliable, no representation or

warranty, express or implied, is made as to the accuracy or completeness of that information. Accordingly, ACG does not itself endorse or guarantee, and does not itself assume liability whatsoever for, the

accuracy or reliability of any third party data or the financial information contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”, “anticipate”, “project”, “estimate”, or any variations thereof. As a

result of various uncertainties and actual events, including those discussed herein, actual results or performance of a particular investment strategy may differ materially from those reflected or contemplated in

such forward-looking statements. As a result, you should not rely on such forward-looking statements in making investment decisions. ACG has no duty to update or amend such forward-looking statements.

The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to analyze a range of possible outcomes and assist in making

educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or eliminate investment risk. The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that

are derived from proprietary models based upon well-recognized financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions based on other models or

different estimates may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated probability distributions or the assumptions used in deriving the probability distributions,

(ii) any errors or omissions in computing or disseminating the probability distributions and (iii) and any reliance on or uses to which the probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of

future results. Judgments and approximations are a necessary and integral part of constructing projected returns. Any estimate of what could have been an investment strategy’s performance is likely to differ

from what the strategy would actually have yielded had it been in existence during the relevant period. The source and use of data and the arithmetic operations used for calculating projected returns may be

incorrect, inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will experience returns comparable to those shown in the

analysis contained in this report. For example, market and economic conditions may change in the future producing materially different results than those shown included in the analysis contained in this report.

Any comparison to an index is for comparative purposes only. An investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning such matters. No assurance can be given that the

investment objectives described herein will be achieved and investment results may vary substantially on a quarterly, annual or other periodic basis. There is no representation or warranty as to the current

accuracy of, nor liability for, decisions based on such information.

© 2020 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, title, and interest to the materials, methodologies, techniques, and processes set forth herein, including

any and all intellectual property rights. No part of this document may be reproduced, stored, or transmitted by any means without the express written consent of Asset Consulting Group.
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