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Disclaimer
Certain information in this presentation constitutes forward-looking statements. Due to various risks, uncertainties, 
and assumptions made in our analysis, actual events or results or actual performance of the markets covered by this 
presentation may differ materially from those described. The information herein reflects our current views only, is 
subject to change, and is not intended to be promissory or relied upon by the reader. There can be no certainty that 
events will turn out as presented. Data are from sources deemed to be reliable. No representation or warranties either 
expressed or implied are made as to the accuracy of the information presented. 



Earnings Growth Moderates YoY

Data Source: FactSet - https://insight.factset.com/hubfs/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_092917.pdf, 
Economic Research Federal Reserve Bank of St. Louis, Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to 
the accuracy of the information presented.
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Earnings are moderating; growth is projected to remain 
positive:
Q2 EPS Growth: 10.3%
Q3 Expected EPS Growth: 4.2%
Q4 Expected EPS Growth: 11.2%

A weaker U.S. dollar may fuel a resurgence in earnings 
based on export growth

30% of S&P 500 companies have revenue exposure 
from outside of the United States

https://insight.factset.com/hubfs/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_092917.pdf
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Data Source: Economic Research Federal Reserve Bank of St. Louis; 
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented.

 Steady uptrends in Average Hourly Earnings, Median Household Income, and Credit has put more money in 
the pockets of consumers

 Personal Savings Rate continues to decline which indicates that consumers have increased spending
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Fueling Animal Spirits

Data Source: https://www.newyorkfed.org/medialibrary/interactives/householdcredit/data/pdf/HHDC_2017Q2.pdf ; Data is from sources deemed to be reliable. No 
representation or warranties either expressed or implied are made as to the accuracy of the information presented.
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Credit is expanding, but showing some early 
signs of strain

Volumes in subprime auto loan issuance have 
been trending upward since 2009, despite a rising 
delinquency rate

Credit card delinquency remains above 7%, 
which may trend higher alongside rising auto loan 
delinquencies.

https://www.newyorkfed.org/medialibrary/interactives/householdcredit/data/pdf/HHDC_2017Q2.pdf


Emerging Markets (EM) 

Data Source: Economic Research Federal Reserve Bank of St. Louis; Bloomberg L.P.
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented.
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10-Yr Average Current Median

 Increasing U.S. dollar denominated debt by EM companies

 Declining U.S. dollar relative to other major currencies may 
provide a tailwind in earnings and revenue growth for EM 
companies

 EM sector and country valuations are showing fair to slightly 
undervalued relative to 10-year averages



Developed Markets

Data Source: http://www.bis.org/publ/arpdf/ar2017e4.htm, Economic Research Federal Reserve Bank of St. Louis, https://am.jpmorgan.com/blob-
gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US; IMF, World Economic Outlook, Bloomberg, Global Financial Data, National Data, 
BIS Calculations. Normalization episodes: for the euro area, 1999-2000 and 2005-08; for Japan, 1989-90; for the United Kingdom, 1988-89, 2003-04, and 2006-07; for the United 
States, 1987-89, 1994-95, 2004-06, and 2015-17. 1. As of 26, May 2017. Fed funds 30-day future (US); three-month Euribor (EA); three-month EuroYen Tibor (JP); 90-day pound 
sterling (GB). 2. From start of monetary policy tightening. Data is from sources deemed to be reliable.  No representation or warranties either expressed or implied are made as 
to the accuracy of the information presented. 7

Threat of deflation appears 
to be receding  

Earnings growth continues 
to accelerate throughout 
developed markets (U.S., 
Japan, and Europe)

BOJ and ECB may begin to 
normalize monetary policy

Policy rate normalization: Will this time be different?
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http://www.bis.org/publ/arpdf/ar2017e4.htm
https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US


Interest Rates

Data Source: Bloomberg L.P., Economic Research Federal Reserve Bank of St. Louis; http://www.businessinsider.com/fed-dot-plot-september-2017-2017-9, 
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. 
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Projected probability of a Fed Funds Rate 
increase during Q4 is 71.4%

The current Fed Dot Plot suggests one more 
rate increase in December of 2017 and three 
rate increases throughout 2018

Inflation continues to post results below 
expectations

Current Fed Funds Rate: 1.00 - 1.25%

http://www.businessinsider.com/fed-dot-plot-september-2017-2017-9


Trump Trade – Bonus Boost

Data Source: http://www.taxpolicycenter.org/sites/default/files/publication/144971/a_preliminary_analysis_of_the_unified_framework_0.pdf, 
http://www.taxpolicycenter.org/taxvox/four-facts-trumps-infrastructure-week-0, https://www.cnbc.com/2017/09/26/goldman-these-companies-are-headed-for-a-big-tax-
break-on-overseas-cash.html, Goldman Sachs Analysis, http://graphics.wsj.com/wsjnbcpoll/?standalone=1, 
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. 
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Likelihood improves that Trump 
may take a more bipartisan 
approach to moving his agenda 
forward

Many corporations stand to gain 
from a repatriation of overseas 
profits as a result of corporate tax 
reform

http://www.taxpolicycenter.org/sites/default/files/publication/144971/a_preliminary_analysis_of_the_unified_framework_0.pdf
http://www.taxpolicycenter.org/taxvox/four-facts-trumps-infrastructure-week-0
https://www.cnbc.com/2017/09/26/goldman-these-companies-are-headed-for-a-big-tax-break-on-overseas-cash.html
http://graphics.wsj.com/wsjnbcpoll/?standalone=1


Mean Reversion Dashboard
Style Current P/E as a % of 15-Yr Avg. P/E

Regional Fwd P/E as a % of 10-Yr Avg. Fwd P/E

Sector Fwd P/E as a % of 20-Yr Avg. P/E 

Data Source: Bloomberg LP; JP Morgan Asset Management, https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-
GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. 
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https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US


Economic Dashboard

Data Source: Bloomberg LP and Economic Research Federal Reserve Bank of St. Louis. 
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. 
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Summary & Recommendations
Summary
 We expect a stronger U.S. dollar amid increased 

discussions about global central banks normalizing 
monetary policy

 U.S. consumers remain a driving force for global 
growth; expansion of credit and decreased savings is 
likely to continue

 Earnings growth remains strong; declines in estimates 
will likely increase the opportunity for companies to 
surprise to the upside

 Increased probability for one more rate increase in 
2017; however, the market remains in a “lower for 
longer” mentality

Recommendations
 Continue making slight increases to fixed income duration 

beyond the benchmark

 Normalize allocation weightings in Emerging Markets and 
Developed International Markets

 Evaluate the addition of High Yield Municipals to appropriate 
portfolios

 Realign return expectations to factor in a normalized 
correction which will likely be driven by a more difficult YoY 
earnings comparison in 2018

Data Source: Phillips & Co.; American Funds - https://www.americanfunds.com/individual/planning/market-fluctuations/past-market-declines.html; 
https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. 
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https://www.americanfunds.com/individual/planning/market-fluctuations/past-market-declines.html
https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US


THANK YOU
tphillips@phillipsandco.com

mailto:tphillips@phillipsandco.com
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