
Apollon Wealth Management, LLC 1

Fourth Quarter 2019 Knowledge College

2020 Outlook 



FOURTH QUARTER 2019 KNOWLEDGE COLLEGE
2020 OUTLOOK

Key Observations

• Heading into 2020, several asset classes hit new all-time highs with valuations approaching similarly full levels.

• Can trade wars, or even war finally derail markets moving higher, will a contentious election prove impactful in the U.S.? 

Does the Fed’s more accommodative reversal in 2019 mean we’re back to the races? 

• In the following sections, we break down the primary drivers to asset prices, discuss our updated outlook for long-term 

returns and pull out key themes investors should consider in 2020. 

Capital Market Factors

• Economic Growth: Global business activity ended 2019 on a weak note, which may limit prospects for incrementally higher 

financial asset valuations. Therefore, our base case favors a defensive portfolio stance with a greater focus on managing risk 

exposure rather than reaching for return targets. 

• Monetary Policy: Increased global growth uncertainty heading in 2020 strengthens the case for incremental monetary policy 

accommodation in the form of lower rates and even more balance sheet expansion. A material increase in the Fed’s 

accommodative stance could buoy risk asset valuations.

• Fiscal: Monetary policy impotence and sluggish growth may be catalysts for meaningful discourse on fiscal reforms, but 

meaningful progress will take time and is unlikely to boost household consumption in 2020. 

• Inflation: Although long-term broad inflation expectations remain well-anchored, any upside inflation surprise should support 

equity valuations and inflation-sensitive bonds, such as Treasury Inflation-Protected Securities (TIPS).

• Currency: The U.S. trade-weighted dollar ended 2019 near 20-year highs despite a dovish Fed pivot. Although Fed policy 

may not spur consumption growth, incremental accommodation may successfully weaken the U.S. dollar relative to foreign 

currencies and boost valuations for tangible assets and international equities.
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Asset Class
2019-2028

E(R)

2020-2029

E(R)

Cash* 2.3% 1.6% -0.7%

TIPS 3.1% 2.0% -1.2%

Muni Bond** 3.8% 2.2% -1.6%

Muni High Yield** 8.1% 6.4% -1.7%

US Bond 3.5% 2.3% -1.2%

For. Dev. Bond 2.7% 1.5% -1.2%

HY Bond 5.9% 4.5% -1.4%

EM Bond 4.5% 2.9% -1.6%

Global Equity 7.8% 7.2% -0.6%

US Equity (AC) 6.2% 5.7% -0.5%

US Equity (LC) 6.1% 5.6% -0.6%

US Equity (MC) 6.3% 5.8% -0.5%

US Equity (SC) 6.3% 5.8% -0.5%

Int'l Dev. Equity 8.0% 7.4% -0.6%

EM Equity 10.3% 9.7% -0.6%

Real Estate 6.1% 5.5% -0.6%

Midstream Energy 11.5% 11.2% -0.3%

HFoF Multi-Strat 7.2% 6.3% -0.9%

Private Equity 9.2% 8.7% -0.5%

*3-month forecast

**Tax equivalent yield based on highest marginal tax rate (37%)

2020 vs. 2019

Executive Summary of Year-Over-Year Return Assumption Changes • Elevated valuations across assets classes.

• Federal Open Market Committee (FOMC) rate cuts in 2019 

drove bond prices higher and reduced our return expectations 

across fixed income.

• Strong global equity returns, driven by elevated valuations, 

pulled future return expectations down. 

• Return forecasts for real assets and alternatives fell year-over-

year, but our 10-year return forecast for midstream energy 

remains elevated relative to other asset classes.

• Hedge fund and private equity forecasts are tangential to 

changes in public fixed income and equity return assumptions.

Investment Themes for 2020

1. Managing Risk > Targeting Return: Strong rebound in equity 

valuations in 2019 may abate as business activity slows.

2. (Corporate) Credit Check: Tempered allocation to credit and 

reliance on active managers appear prudent.

3. A Case for Global Equity Exposure: Continue to favor 

strategic allocations to international developed and emerging 

market equities to take advantage of opportunities outside of 

the U.S.

2019 was a golden year for financial asset returns characterized by falling interest rates, narrowing credit spreads and rising 

global equity valuations, meaning it was good to be invested. 

The table below summarizes our 10-year outlook and it is a rare showing of negative year-over-year changes for all asset 

classes listed. 
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