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BEYOND COVID

Once we are through the pandemic, researchers will do a financial assessment on 2020 to calculate the full economic toll on the global 

economy created by the COVID-19 virus, and we promise the number will be staggering. The Congressional Research Service is attempting to 

quantify the impact and recently published a report in July titled “Global Economic Effects of COVID-19” detailing the virus’ economic costs and 

highlighting the policy responses by nearly every country in the world. It is obviously too early to reach a conclusion, but the report is a concise 

summary of the process and what to expect. Aside from the terrible loss of lives, the economic impact will conservatively cost trillions of dollars 

at this stage, and it continues to increase by the day. A link to the document: https://fas.org/sgp/crs/row/R46270.pdf

Should a vaccine set the stage for a continued economic recovery, it is inconceivable that the world won’t face financial repercussions given the 

amount of debt deployed at so many levels. While consumers are in decent financial health today, expect higher personal taxes to initiate one 

of the next great wealth transfers back into the hands of those that hold the debt – namely sovereigns. Most central banks no longer have the 

luxury of lowering interest rates to improve debt costs, i.e., kick the can, and therefore there are fewer attractive choices other than to raise 

taxes on corporations and consumers. Joe Biden is running on a 28% corporate tax rate, and President Trump may not be able to resist the 

fiscal burdens for long should he win in November. Regardless, we believe that 2021 will be another year of tough choices – although of a 

different kind than those in 2020.

The financial market recovery has been as rapid as the decline, elevating many global equity indices to where they started the year – the 

exceptions being the Nasdaq to the upside and value stocks to the downside. In this Outlook, we reduce our view on both U.S. large and small 

caps back to Neutral after our upgrade to Favorable only a quarter ago. It would be unusual for us to change our views after a single quarter, 

but nothing has been deemed “usual” in 2020. The 20% to 30% advance (depending on the asset class) has priced in much of the economic 

and earnings recovery and leaves little room for downside surprise, which we expect some of in the quarters ahead. While we expect broad 

markets to be range bound with the S&P 500 approaching 3,200, active managers should thrive in the second half.

Because of the dominant performance of U.S. equities during the quarter, we naturally find portfolios underweight international and emerging 

market equities. Accordingly, we recommend investors rebalance abroad. We think a “catch-up” by non-U.S. assets will materialize during the 

second half – hence our upgrade of international equities to Neutral. Aside from the valuation and performance discrepancy abroad, the U.S. 

Dollar weakness favors owning international assets – especially against a murky U.S. fiscal backdrop.

In thinking about the many personal challenges of 2020, we are reminded of a scene from one of the great films of the early ‘80s, Raiders of the 

Lost Ark. While an aging Harrison Ford is nursing his wounds, his co-star Karen Allen says, “You are not the man I met ten years ago,” to which 

Harrison Ford responds, “It’s not the years, it’s the mileage!” While only seven months into the year, 2020 has been nothing short of a grind and 

has us all feeling a bit older and worn. Despite the wear, we all should be more optimistic today than we were several months ago and take 

comfort in knowing that we are much more educated about the virus and there are vaccine and therapeutic solutions on the horizon. Between 

now and then, we encourage everyone to social distance, wear masks, and support one another however possible. 
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INVESTMENT GRADE

MORTGAGE

SECURITIES

NON-INVESTMENT

GRADE

FAVORABLE 

The government has provided tremendous support for the investment grade (IG) universe. While the upside potential within IG 

corporates has decreased, we still like the risk/reward balance the sector provides, especially with continued support from the Fed 

through the end of September. Corporates have issued a record amount of debt to shore up liquidity, a necessary decision in the 

short term, but companies will eventually need to delever or risk credit scrutiny by the rating agencies. The municipal/treasury ratios 

are still wide to historical standards and offer a pocket of relative value; the Fed is also providing support to this market through their 

municipal liquidity program through the end of the year.

FAVORABLE (Upgrade from NEUTRAL)

The Fed continues to be in the driver’s seat within the agency mortgage market, buying a large percentage of the new issuance and 

owning roughly one-third of outstanding debt. With such a deep-pocketed buyer in the market, it is hard to envision much downside 

risk from being invested in the sector, even if forward return expectations are diminished. Other pockets of structured credit, 

including CMBS, ABS and non-agency MBS, offer greater reward potential but come with the risk of not being supported by the Fed.

NEUTRAL

High-yield credit spreads compressed 200 basis points (bps) in the second quarter and now stand at 550 bps, in line with their 

longer-term average. In comparison, valuations within leveraged loans look more interesting, as the average bond is still priced 10% 

below par ($100). We caution, however, that the loan market has a lower average credit quality and is more focused on retail and

leisure – two sectors still grappling with the pandemic. Until the economic uncertainty dissipates, it is hard to anticipate spreads 

moving much tighter over the next quarter.

US LARGE CAP

US SMALL CAP

NEUTRAL (Downgrade from FAVORABLE)

With the S&P 500 flat for the year and the Nasdaq at all-time highs, financial markets have clearly made a V-shaped recovery, 

unfortunately mirroring the resurgence of U.S. COVID-19 cases. With several high-GDP states rescinding their reopenings, we 

expect economic data will be a bit clumsy through year-end weighing on earnings projections. Investor focus has transitioned to 

a vaccine solution at this stage, though it still appears a 2021 elixir – at least for the masses, with frontline workers receiving the 

first batches possibly this year. Based on recent polling, the upcoming election is looking more like a blue sweep, but we 

wouldn’t read much into polling data in July. For all these reasons, we believe broad equities will be range bound through the 

year, but it should be a stock picker’s market for the balance of 2020.

NEUTRAL (Downgrade from FAVORABLE)

Since our upgrade in April, U.S. small caps have been one of the best-performing major asset classes, returning 25% during the 

second quarter. Similar to our view on large caps, we would be surprised if the asset class isn’t range bound for the foreseeable 

future. Given the upcoming challenges for Main Street, we simply find it hard to see a scenario in which the asset class 

demonstrates outsized returns in the near term. The Paycheck Protection Program and other government programs may 

continue to support small businesses (and the asset class), but incremental stimulus at this juncture is extremely costly given the 

trillions added to the national debt already. We are not advocating that investors exit the asset class, but instead suggest they 

maintain their exposures and be patient until a better buying opportunity presents itself.

SUMMARY OF VIEWS
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NEUTRAL (Upgrade from UNFAVORABLE)

It may be too early to rule out another outbreak in Europe or Asia, but at this stage, we recognize the successes that both regions 

have accomplished in containing COVID-19. Economic data from Western Europe is encouraging and suggests that GDP and 

consumer spending will continue to accelerate from the trough levels experienced during the second quarter. To bolster any 

investor optimism that exists about Europe, valuations are modestly more compelling than in the U.S. and fiscal policy is still in its 

early innings through the region. The eurozone is attempting collaborative discussions between northern and southern Europe, 

which would be a small step closer to fiscal integration, but much more needs to be done. The euro (currency) is showing signs of 

life which is very relevant for U.S. investors who own international assets.

NEUTRAL

Similar to their U.S. counterparts, emerging market (EM) equities have recovered nearly all of their earlier declines and are

approaching positive territory for the year. Economic indicators are showing signs of a continued recovery, with back-to-back 

record PMI reports in May (+7.5 points) and June (+13.9 points) for EM ex-China. Though the headline numbers are encouraging, 

many EM currencies remain under pressure and several regions are still struggling to contain COVID-19. We prefer Asia, 

specifically China, as the region has excelled in dampening COVID-19 cases, supporting GDP recovery well ahead of developed 

peers.

NEUTRAL

What else can be said about U.S. energy midstream infrastructure? Between cash-starved customers and mounting regulatory 

pressures at both the state and federal levels, investors continue to avoid the asset class – no matter the importance of pipelines 

to energy transportation and consumption. Dominion’s decision to exit gas pipelines is a telling statement about how challenging

the asset class has become. While we are sympathetic about the plight, MLPs continue to operate with too much debt and have 

not learned to live within their cash flow. Apart from energy, major transportation links such as toll roads and airports will continue 

to struggle as we all learn to work comfortably from home. Railroads and utilities are sole bright spots.

UNFAVORABLE

Aside from data centers and cell towers, we struggle to find enthusiasm for publicly traded real estate. There will be a few 

mispriced opportunities for active managers, but the broader group is facing monumental supply challenges over the next several 

years. As somber as our view is on public real estate, we are equally excited about private investing across this sector. Within

private markets, we think capital starved owners will either turn over the keys or look for private capital to shore up financing and 

operational needs – thereby creating an outsized opportunity for investors willing to be illiquid in the asset class.
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EMERGING MARKETS

INFRASTRUCTURE

REAL ESTATE

ALTERNATIVES

SUMMARY OF VIEWS

INTERNATIONAL

FAVORABLE

The HFRI Fund of Funds Composite, a broad measure of hedge fund performance, was up 1.3% in June and down 2.3% YTD, 

compared to the global equity markets, which were up 3.2% in June and down 6% YTD. Going forward, we believe economic 

uncertainty and elevated levels of dispersion within both credit and equity markets will increase the opportunity set for hedge 

funds. Relative value strategies look attractive due to mispricing between equity and credit. The economic slowdown has also 

highlighted excess corporate leverage, creating opportunities within event-driven strategies such as distressed credit. We’ve 

also seen a spate of new issuance within the convertible bond space.  
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2Q 2020 MARKET EVENTS

Key 3Q 2020 Dates

July

28-29:

30:

31:

FOMC Meeting

U.S. Q2 GDP 

report (first 

estimate)

Tentative end to 

extra $600/week 

of unemployment 

benefits

August

17-20:

24-27:

Democratic

national 

convention

Republican

national 

convention

September

29: First presidential

debate

April 6:  
Early 
indications 
that virus 
spread is 
slowing.

April 20:  WTI 
crude oil trades 
below $0 for 
the first time 
ever.

May 1:  Parts of Europe 
and some U.S. states 
begin to reopen.

May 8:  U.S. 
nonfarm payrolls 
report shows 20.5 
million jobs lost 
through mid-April.

June 11:  Fears 
of a second 
wave of COVID-
19 infections 
accelerate and 
risk markets 
drop.

June 15:  Fed 
announces plans 
to start buying 
individual 
corporate bonds
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See disclosures for list of indices representing each asset class.

ASSET CLASS PERFORMANCE

Fixed Income (2Q 2020)

+ Stable Treasury rates

+ Risk-on tone benefitted spread sectors 

+ Fed’s credit facilities

Equities (2Q 2020)

+ Reopening optimism

+ Rebound in some business activity

+ Fiscal and monetary policy response to the 
global pandemic

Real Assets / Alternatives (2Q 2020)

+ Oil price rebound in May and June

+ Lower and more stable interest rates 
benefitted real estate

*Hedge fund returns are lagged 1 month.  Sources:  Bloomberg, J.P. Morgan, Russell, MSCI, FTSE Russell, Alerian.  Hedge Funds returns as of 5/31/20.  All other returns as of 6/30/20.
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MARKET THEMES

Volatility – Stocks (VIX) and Bonds (MOVE)

Volatility levels fell from March peaks but remains elevated
for equities amid continued COVID-19 uncertainty.

WTI Crude Oil Prices

Oil futures contracts fell to an all-time low of -$38 on April 20th but
rallied back to a positive but still depressed level around $40 per
barrel.

U.S. Unemployment Rate by Education Level (%)

Job losses spiked in the second quarter for all, but college
grads fared the best.

Source:  U.S. Bureau of Labor Statistics (BLS)

Source: Bloomberg.

Source:  Apple Mobility Trends Report

Change in Apple Maps Route Requests (Public Transit)

Reopening measures and the implications on economic activity
remain a key focus with several European countries leading the way.

Source: Bloomberg
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Technology-heavy NASDAQ was the clear outperformer, whereas U.S.
small caps have struggled to recover from a 40% drop in late March.

Equity – Growth vs. Value

The rally in growth stocks continued for much of the second
quarter with the exception of a couple weeks in early June.

Equity Performance – Sector, Region, Market Cap

Trade Weighted U.S. Dollar
U.S. dollar weakness emerged amid increased
monetary accommodation

Monetary Policy Rates
Central bank policy rates remain low and have been cut even
further toward the zero bound in the U.S. and U.K.

Source:  Federal Reserve based on H.10 exchange rate data.

Source  S&P.

Sources:  Chinese Central Bank, Federal Reserve, UK Central Bank, European Central 

Bank, Japanese Central Bank.

MARKET THEMES

Sources: NASDAQ, S&P, MSCI, Russell.

Country / Region Policy Rate Latest Rate Change

China 3.85% ▼ 20bps cut on 4/20/20

U.S. 0.25% ▼ 100bps cut on 3/15/20

United Kingdom 0.10% ▼ 15bps cut on 3/19/20

Europe -0.50% ▼ 10bps cut on 9/12/19

Japan -0.10% ▼ 10bps cut on 1/28/16
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ECONOMIC REVIEW

PMI Composites

PMI data revealed progress toward more normal economic
activity; however, all indices remain below 50 indicating
economic contraction.

Real GDP Growth (YoY)

GDP growth forecasts for 2020 are negative for most of the world
except China; however, 2021 estimates are more optimistic.

Sources:  Markit, JPMorgan.  Subject to one month lag.

Core inflation dropped off amid the decline in demand given the
shutdown. Headline CPI fell even further with the drop in oil.

U.S Inflation Central Bank Balance Sheets as a Percent of GDP
Despite unprecedented levels of monetary easing, the Fed
has a lot more policy room to support economic activity.

Sources:  Bureau of Labor Statistics (BLS), Bureau of Economic Analysis (BEA) 

Source:  Bloomberg

Source:  Bloomberg.  Forecasts based on Bloomberg survey.
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Source:  Bloomberg.

FIXED INCOME MARKET UPDATE

U.S. Treasury Curve

U.S. Treasury yields traded relatively flat with the Fed
keeping the front-end anchored and economic uncertainty
weighing on the back-end.

Index Performance Attribution (2Q20)

Positive performance driven by spread compression – notably different
from the first quarter when risk-free rates fell and spreads widened.

Credit Market Spreads – Trailing 5 Years

The late-March spread rally carried over into the second quarter with investment grade and high yield spreads tightening.

See disclosures for list of indices representing each asset class.

1-Yr    3-Yr    5-Yr   7-Yr     10-Yr                                                                                  30-Yr

Source:  Bloomberg. Source:  Bloomberg.
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EQUITY MARKET UPDATE

U.S. Equities – Contribution to Return by Sector (2Q20)

Technology contributed nearly half of the quarterly total return, driven
by very strong performance and a meaningful index weight of 26%.

Equity Valuations (Trailing 15 Years)

The second quarter equity rally pushed up valuations
globally, bringing them very close to pre-COVID 2019
year-end levels.

Country Total Returns (%) – Top 10 Largest Economies

Optimism about containment of the virus and reopening was expressed in equity prices across the world, which were all positive in the
second quarter. That said, the drop experienced in March has left most countries in negative territory for the year.

See disclosures for list of indices representing each asset class, region or country.  CAPE = cyclically adjusted price/earnings ratio.

Source:  MSCI as of 6/30/20. Source:  S&P.

Source:  MSCI.
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ALTERNATIVES MARKET UPDATE

Hedge Fund Cumulative Returns – Trailing 10 Years

Annualized hedge fund returns averaged 2.5% over the last decade,
led by Equity Hedge and Relative Value strategies.

Spreads over 10-Year Treasury

Midstream energy and REIT spreads tightened in sympathy with
other risk assets but remain wide relative to historical standards,
particularly midstream energy given recent oil price pressure.

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance.

Source:  Hedge Fund Research.  Indices are fund weighted. Sources:  FTSE Russell, Alerian.
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Source:  Bloomberg as of 6/30/20. See disclosures for list of indices representing each asset class.

THE CASE FOR DIVERSIFICATION

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 YTD 10Yr (Ann)

Midstream Energy

35.6

Midstream Energy

13.9

Emerging Markets

18.2

U.S. Small Cap

38.8

U.S. Equity REITs

30.1

U.S. Equity REITs

3.2

U.S. Small Cap

21.3

Emerging Markets

37.3

High Yield Munis

4.8

U.S. Large Cap

31.5

Core Bond

6.1

U.S. Large Cap

14.0

U.S. Equity REITs

28.0

TIPS

13.6

High Yield Munis

18.1

U.S. Large Cap

32.4

High Yield Munis

13.8

Municipals 5-Year

2.4

Midstream Energy

18.3

International Dev.

25.0

Municipals 5-Year

1.7

U.S. Equity REITs

26.0

TIPS

6.0

U.S. Small Cap

10.5

U.S. Small Cap

26.9

High Yield Munis

9.3

U.S. Equity REITs

18.1

Midstream Energy

27.6

U.S. Large Cap

13.7

High Yield Munis

1.8

High Yield

17.1

U.S. Large Cap

21.8

Foreign Bond

0.5

U.S. Small Cap

25.5

Municipals 5-Year

2.2

U.S. Equity REITs

9.1

Emerging Markets

18.9

U.S. Equity REITs

8.3

International Dev.

17.3

International Dev.

22.8

Core Bond

6.0

U.S. Large Cap

1.4

U.S. Large Cap

12.0

EM Debt 

(unhedged)

15.2

Core Bond

0.0

International Dev.

22.5

Foreign Bond

1.4

High Yield

6.7

Commodities

16.8

Core Bond

7.8

EM Debt 

(unhedged)

16.9

Balanced

12.2

Balanced

5.1

Core Bond

0.6

Commodities

11.7

U.S. Small Cap

14.6

TIPS

-1.3

Emerging Markets

18.4

High Yield Munis

-2.6

Balanced

6.3

EM Debt 

(unhedged)

15.7

Municipals 5-Year

6.9

U.S. Small Cap

16.3

Hedge Funds

9.0

U.S. Small Cap

4.9

Hedge Funds

-0.3

Emerging Markets

11.2

Balanced

13.6

High Yield

-2.1

Balanced

17.5

U.S. Large Cap

-3.1

High Yield Munis

6.1

High Yield

15.1

High Yield

5.0

U.S. Large Cap

16.0

High Yield

7.4

Midstream Energy

4.8

International Dev.

-0.8

EM Debt 

(unhedged)

9.9

High Yield Munis

9.7

Hedge Funds

-4.0

High Yield

14.3

Hedge Funds

-3.5

International Dev.

5.7

U.S. Large Cap

15.1

Foreign Bond

4.2

High Yield

15.8

U.S. Equity REITs

2.5

TIPS

3.6

TIPS

-1.4

U.S. Equity REITs

8.5

Hedge Funds

7.8

U.S. Large Cap

-4.4

EM Debt 

(unhedged)

13.5

High Yield

-3.8

Core Bond

3.8

Balanced

13.0

U.S. Large Cap

2.1

Balanced

11.5

Municipals 5-Year

0.8

Hedge Funds

3.4

Foreign Bond

-2.3

Balanced

7.6

High Yield

7.5

U.S. Equity REITs

-4.6

High Yield Munis

10.7

Balanced

-4.3

TIPS

3.5

High Yield Munis

7.8

Balanced

0.9

TIPS

7.0

Foreign Bond

-1.0

Municipals 5-Year

3.2

Balanced

-3.3

TIPS

4.7

Foreign Bond

6.5

Balanced

-5.8

Core Bond

8.7

EM Debt 

(unhedged)

-6.9

Emerging Markets

3.3

International Dev.

7.8

EM Debt 

(unhedged)

-1.8

Foreign Bond

5.3

Core Bond

-2.0

Foreign Bond

2.9

U.S. Small Cap

-4.4

Foreign Bond

3.2

U.S. Equity REITs

5.2

EM Debt 

(unhedged)

-6.2

TIPS

8.4

Emerging Markets

-9.8

Foreign Bond

3.1

Core Bond

6.5

U.S. Small Cap

-4.2

Midstream Energy

4.8

Emerging Markets

-2.6

High Yield

2.5

High Yield

-4.5

High Yield Munis

3.0

Core Bond

3.5

U.S. Small Cap

-11.0

Hedge Funds

7.8

International Dev.

-11.3

Municipals 5-Year

2.9

TIPS

6.3

Hedge Funds

-5.7

Hedge Funds

4.8

High Yield Munis

-5.5

Emerging Markets

-2.2

Emerging Markets

-14.9

Core Bond

2.6

Municipals 5-Year

3.1

Commodities

-11.2

Commodities

7.7

U.S. Small Cap

-13.0

Hedge Funds

2.6

Hedge Funds

5.7

Commodities

-13.3

Core Bond

4.2

TIPS

-8.6

International Dev.

-4.9

EM Debt 

(unhedged)

-14.9

International Dev.

1.0

TIPS

3.0

Midstream Energy

-12.4

Midstream Energy

6.6

U.S. Equity REITs

-18.7

EM Debt 

(unhedged)

1.6

Foreign Bond

4.1

International Dev.

-12.1

Municipals 5-Year

3.0

EM Debt 

(unhedged)

-9.0

EM Debt 

(unhedged)

-5.7

Commodities

-24.7

Hedge Funds

0.5

Commodities

1.7

International Dev.

-13.8

Foreign Bond

6.3

Commodities

-19.4

Midstream Energy

-1.4

Municipals 5-Year

3.4

Emerging Markets

-18.4

Commodities

-1.1

Commodities

-9.5

Commodities

-17.0

Midstream Energy

-32.6

Municipals 5-Year

-0.4

Midstream Energy

-6.5

Emerging Markets

-14.6

Municipals 5-Year

5.4

Midstream Energy

-35.7

Commodities

-5.8
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*One month lag.
Source:  Bloomberg as of 6/30/20.  Total returns as of 6/30/20.  Periods greater than 1 year are annualized.  All returns are in U.S. dollar terms.

FINANCIAL MARKETS PERFORMANCE

Global Fixed Income Markets QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

Bloomberg Barclays 1-3-Month T-Bill 0.0% 0.5% 1.5% 1.7% 1.1% 0.8% 0.6% 1.3%

Bloomberg Barclays U.S. TIPS 4.2% 6.0% 8.3% 5.0% 3.7% 3.0% 3.5% 4.0%

Bloomberg Barclays Municipal Bond (5 Year) 3.3% 2.2% 3.8% 3.1% 2.8% 2.8% 2.9% 3.6%

Bloomberg Barclays High Yield Municipal Bond 4.6% -2.6% 1.0% 5.3% 5.8% 5.2% 6.1% 5.0%

Bloomberg Barclays U.S. Aggregate 2.9% 6.1% 8.7% 5.3% 4.3% 4.0% 3.8% 4.4%

Bloomberg Barclays U.S. Corporate High Yield 10.2% -3.8% 0.0% 3.3% 4.8% 5.0% 6.7% 6.8%

Bloomberg Barclays Global Aggregate ex-U.S. Hedged 1.8% 2.3% 4.0% 4.9% 4.5% 4.5% 4.2% 4.3%

Bloomberg Barclays Global Aggregate ex-U.S. Unhedged 3.4% 0.6% 0.7% 2.5% 2.9% 1.3% 2.0% 2.8%

Bloomberg Barclays U.S. Long Gov / Credit 6.2% 12.8% 18.9% 10.3% 9.0% 8.2% 7.8% 7.1%

JPMorgan GBI-EM Global Diversified 9.8% -6.9% -2.8% 1.1% 2.3% -0.2% 1.6% 4.7%

Global Equity Markets QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

S&P 500 20.5% -3.1% 7.5% 10.7% 10.7% 12.1% 14.0% 8.8%

Dow Jones Industrial Average 18.5% -8.4% -0.5% 9.1% 10.6% 10.8% 13.0% 9.1%

NASDAQ Composite 30.9% 12.7% 27.0% 19.2% 16.4% 18.2% 18.4% 12.4%

Russell 3000 22.0% -3.5% 6.5% 10.0% 10.0% 11.7% 13.7% 8.8%

Russell 1000 21.8% -2.8% 7.5% 10.6% 10.5% 12.0% 14.0% 8.9%

Russell 1000 Growth 27.8% 9.8% 23.3% 19.0% 15.9% 16.6% 17.2% 11.3%

Russell 1000 Value 14.3% -16.3% -8.9% 1.8% 4.6% 7.1% 10.4% 6.2%

Russell Mid Cap 24.6% -9.1% -2.3% 5.8% 6.7% 9.4% 12.3% 8.5%

Russell Mid Cap Growth 30.3% 4.2% 11.9% 14.8% 11.6% 13.2% 15.1% 10.3%

Russell Mid Cap Value 19.9% -18.1% -11.8% -0.6% 3.3% 6.5% 10.3% 7.0%

Russell 2000 25.4% -13.0% -6.7% 2.0% 4.3% 7.2% 10.5% 7.0%

Russell 2000 Growth 30.6% -3.1% 3.5% 7.8% 6.8% 10.0% 12.9% 8.8%

Russell 2000 Value 18.9% -23.5% -17.5% -4.4% 1.2% 4.0% 7.8% 4.9%

MSCI ACWI 19.2% -6.3% 2.1% 6.1% 6.5% 7.8% 9.2% 6.4%

MSCI ACWI ex. U.S. 16.1% -11.0% -4.8% 1.1% 2.3% 3.7% 5.0% 4.4%

MSCI EAFE 14.9% -11.3% -5.1% 0.8% 2.1% 3.9% 5.7% 4.1%

MSCI EAFE Growth 16.9% -3.5% 4.2% 5.9% 5.5% 6.5% 7.8% 5.7%

MSCI EAFE Value 12.4% -19.3% -14.5% -4.4% -1.6% 1.2% 3.5% 2.3%

MSCI EAFE Small Cap 19.9% -13.1% -3.5% 0.5% 3.8% 6.4% 8.0% 5.7%

MSCI Emerging Markets 18.1% -9.8% -3.4% 1.9% 2.9% 3.2% 3.3% 6.3%

Alternatives QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

Consumer Price Index* -0.8% -1.0% 0.1% 1.6% 1.5% 1.4% 1.6% 1.9%

FTSE NAREIT Equity REITs 11.8% -18.7% -13.0% 0.0% 4.1% 5.4% 9.1% 6.0%

S&P Developed World Property x U.S. 9.2% -20.5% -14.4% -0.8% 1.5% 3.1% 6.7% 4.6%

S&P Developed World Property 10.5% -19.5% -13.8% -0.4% 2.6% 4.1% 7.7% 5.1%

Bloomberg Commodity Total Return 5.1% -19.4% -17.4% -6.1% -7.7% -8.1% -5.8% -4.3%

HFRI Fund of Funds Composite* 5.8% -3.5% -1.5% 1.6% 1.1% 2.4% 2.6% 2.5%

HFRI Fund Weighted Composite* 7.1% -5.2% -2.3% 1.5% 2.0% 3.0% 3.5% 4.1%

Alerian MLP 50.2% -35.7% -41.4% -16.8% -12.9% -9.7% -1.4% 2.6%
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DISCLOSURES

Investments carry the risk of loss, including the potential loss of capital invested, which clients should be prepared to bear. Past performance may not be indicative of future results.

This material is being provided to demonstrate the general thought process and methodology used by Edge when constructing a portfolio for an individual client. This material should 

not be interpreted as an assertion of the Firm’s demonstrated skill as an investment manager or of portfolio performance experienced by any Edge clients. There can be no assurance 

that any client is likely to achieve the results shown. 

Expected results and other information in this presentation are “forward-looking statements” under applicable securities laws Forward-looking statements are provided to allow clients 

and potential clients the opportunity to understand Edge’s beliefs and opinions in respect of the future. These statements are not guarantees of future performance and undue reliance 

should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may cause actual performance and financial 

results in future periods to differ materially from any projections of future performance or result expressed or implied by such forward-looking statements. Although forward-looking 

statements are based upon what Edge believes are reasonable assumptions, there can be no assurance that forward-looking statements will prove to be accurate, as actual results 

and future events could differ materially from those anticipated in such statements.

Since each portfolio will be tailored to the specific client’s unique investment objectives and tolerance for risk, a client's actual portfolio and investment objective(s) for accounts 

managed by Edge may look significantly different from this or other models, as appropriate.

Index information reflects the reinvestment of dividends and is included merely to show the general trend in the equity markets for the periods indicated. It is impossible to invest 

directly in an index.

The opinions expressed herein are those of Edge 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. 

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 Edge 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.

All figures are estimated and unaudited. 

When referencing asset class returns or statistics, the following indices are used to represent those asset classes. Each index is unmanaged and investors can not actually invest 

directly into an index: Cash - Citigroup 90 Day T-Bill; TIPS - Bloomberg Barclays US Treasury TIPS; Municipals - Bloomberg Barclays Muni Bond 5-Year;  High Yield Municipals -

Bloomberg Barclays High Yield Muni Bond; Aggregate Bond - Bloomberg Barclays US Aggregate Bond Index; High Yield - Bloomberg Barclays US Corporate High Yield; Foreign 

Bond - Bloomberg Barclays Global Aggregate Ex USD; Emerging Debt - JPMorgan GBI-EM Global Diversified Unhedged Index; Large Value - Russell 1000 Value; Large Blend -

S&P 500; Large Growth - Russell 1000 Growth; Small Value - Russell 2000 Value; Small Blend - Russell 2000; Small Growth - Russell 2000 Growth; International - MSCI 

EAFE; Emerging Markets - MSCI EM; Domestic REITs - FTSE NAREIT Equity REITs; Global REITS - S&P Developed World Property; Commodities - Bloomberg Commodity 

Index; MLP - Alerian MLP; Hedge Funds - HFRI Fund of Funds Composite Index; Balanced^ - 3% Bloomberg Barclays US Treasury TIPS, 31% Bloomberg Barclays US Aggregate 

Bond Index, 1.5% Bloomberg Barclays Global Aggregate Ex USD, 1.5% Bloomberg Barclays Global Aggregate Ex SD (Hedged), 4% Bloomberg Barclays US Corporate High Yield, 

2% JPMorgan GBI-EM Global Diversified Unhedged Index, 17% S&P 500, 6% Russell 2000, 15% MSCI EAFE, 7% MSCI EM, 3% FTSE NAREIT Equity REITs, 2% Bloomberg 

Commodity Index, 5% Alerian MLP, 2% Citigroup 3 Month T-Bill
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