
How do you view the current risk regime for equities?
Transcript of a video recorded on November 8, 2017. 

Michael Grant, SVP, Senior Portfolio Manager, says 2019 could be the broad topping year 

for equities. He and his team are monitoring two real risks for equities: the end of the 

expansion and competition of other asset classes.

The risk regime for equities is currently very good. We’ve characterized 2017 as the bull year for 

equities. Equities are behaving as if we’re coming out of a profit recession, and in fact that’s true. 

Globally, last year was a profit recession. And since December of last year, the year over year rate of 

improvement in corporate fundamentals has been accelerating. It’s very rare for equities to top before 

that period of acceleration, which we think goes into Spring 2018, is over. 

So, our view is that this was the bull market year for equities. 2019 will probably be a broad topping year for equities as investors 

increasingly focus on the end of cycle risks. And then the key question is whether or not we get a recession in 2019 that leads to a 

cyclical bear market. So, it’s premature right now to think about that, but I think that will be on the agenda by spring of next year. 

There are two real risks for equities. One, of course, is the end of the expansion, which I’ll come back to. The other is competition 

from other asset classes. With respect to the end of the expansion, my guess is that by spring of next year with two or three more 

Fed hikes on the horizon, we will be reaching a pinch-point with respect to the expansion. So, that’s one risk to monitor.

The second question is competition for equities. One of the most common statements I hear is that equities are expensive. And, 

of course, in an absolute sense looking at P/E multiples, that’s an accurate statement. But valuation doesn’t make sense without a 

context of interest rates. Interest rates are like the gravity in the financial world that holds everything together. And because interest 

rates are so low, equity evaluations at these levels make a lot of sense. So, I don’t see competition for equities as a financial class 

until interest rates here in the U.S. get much closer to 3%. And again, I don’t see that happening until at least spring of 2018.
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Before investing carefully consider the fund’s investment objectives, risk, charges, and 
expenses. Please see the prospectus and the summary prospectus containing this other 
information or call 1-800-583-6959. Read it carefully before investing. 
Opinions and estimates offered constitute our judgment and are subject to change without notice, as 
are statements of financial market trends, which are based on current market conditions. We believe the 
information provided here is reliable, but do not warrant its accuracy or completeness. This material is 
not intended as an offer or solicitation for the purchase or sale of any financial instrument. The views 
and strategies described may not be suitable for all investors. The material has been prepared for infor-
mational purposes only, and is not intended to provide, and should not be relied upon for, accounting, 
legal or tax advice. References to future returns are not promises or even estimates of actual returns a 
client portfolio may achieve. Any forecasts contained herein are for illustrative purposes only and care 
not to be relied upon as advice or interpreted as a recommendation. 
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