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2013 was a year of strong headline returns for certain markets. For instance, Japan and the US
are up big. Those big numbers mask a wide range of returns for various stock markets and other
asset markets that are significantly lower than the popular headlines. Two common threads
running through an analysis of the numbers are insightful. First, many international equity
markets, especially Emerging Markets (“EM”), did poorly on average. Second, fixed-income
investments were very negative. This kind of environment gives opportunities for a manager to
outperform and means that balanced global portfolios are not going to show the kinds of returns
implied by the highest performing equity markets. As always, appropriate expectations are
required when analyzing a portfolio at the end of the year.
EM is down over 8% this year while the bond market is down anywhere from 4% to 13%
depending on how much duration or credit is being measured. It is also worth remembering a
key topic we often bring up: the market does not care about December 31st. If a portfolio has had
consistent exposure to bonds over a longer-period of time, this year’s pullback does not negate
the longer-term benefit from having been invested. There is almost no honest scenario in which
a longer-term portfolio should eliminate an asset class entirely, even one based on a very strong
view. So, having a drag on returns due to fixed-income exposure is reasonable and needs to be
seen as a reality of portfolio management.
Another interesting dynamic when reviewing a year just past is the feeling that everything that
happened was so obvious and must have been foreseen by all. We regularly track the
prognostications of the largest financial firms that produce expectations for stocks and bonds.
We do so because it is helpful to understand the basis of large firms’ strategies and outlooks in
order to gain a sense of what market participants believe are the drivers of valuations. In the
case of the stock market, the most bullish forecast from a reputable institution was almost 15%
below where the S&P 500 ended 2013. The average forecast was 20% below the ending year
index level. In the case of bonds, out of 78 forecasts, only one forecasted a yield on the 10-yr
treasury that is higher than where the market ended the year. The average forecast for the end of
the year was 2.34% versus the 3.03% ending level – a huge difference in the valuation of the
bond. And in the case of EM, the outlooks a year ago by some of the most popular brokerage
firms included the following comments; “The key issue is how strongly to position for a rebound
in EM equities”, “EM equities should have a better year than DM”, “Emerging markets will reaccelerate. Economies will recover strongly as will stocks. Solid macro drivers, coupled with
attractive valuations, provide support for EM equities into 2013”. A “Top 10” idea for 2013 was,
“Emerging Markets and EM bonds have potential for high total returns in 2013”, while a “Top
Investment Idea for 2013” read “Diversify out of DM and into selected Emerging Markets”
When analyzing the underlying performance at the country level to understand which were the
common factors that drove certain countries, a couple of key findings arise that can be
summarized as ‘the key pillars of investing’. Those pillars did not have a great year. As a
reminder, the key pillars of investing are:
Fundamentals
Valuation:
Momentum:
Risk:

Stronger = Better
Cheaper = Better
Positive Momentum = Better
Lower Risk = Better
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These ideas have been tested academically and have been put to the test in practice for decades
with strong results over time. That is not hard to imagine as the tenets are intuitively logical.
But there are periods when the market does not reward these investment styles. For instance, in
2013 if an investor had bought the most fundamentally strong countries and shorted the most
fundamentally weak countries, his return would be -10%. A similar return would have been
suffered if an investor had bought countries where the momentum of the market was strongest
and shorted countries with the weakest market momentum. These are perhaps surprising results,
but even more interesting when remembering that these would be ‘market-neutral’ portfolios; no
directional bias at all. The only driver is the relative performance of the style/strategy.
When will the market reward sounder strategies that are based on those pillars of investing? In
our studies that begin in 1975, there is always a significant reversal to more logical market
outcomes; ones where markets are attractive when measured by the Pillars of Investing.
Whether that happens in the short-term or medium-term is a question, but it will happen at some
point. We explore some of these drivers in the Equities section of this Outlook.
We will review the strategy and plan for each asset class in the pages that follow. As always, the
comments are not to recommend a certain strategy or product, rather to outline how our
management process should work in the current market environment. In addition to an important
review of global equity markets and their likely differentiation going forward are comments
about fixed-income strategy at a time when rates could be drifting higher. This package will
provide some insight as to why 2013 played out the way it did, what 2014 might bring, and most
importantly, how our allocation and implementation strategies will benefit from what could be a
powerful rotation in the financial markets. Hopefully the comments are useful and insightful.
Best Wishes in 2014!

S&P 500
MSCI EAFE
MSCI Emerging Markets
All Country World Index
High Yield Bonds
Investment Grade Bonds
Lont Term Treasuries
Emerging Market Bonds
US Dollar Index
Euro vs. USD
Yen vs. USD
EM Currencies vs. USD
Gold
Silver
Crude Oil
Commodities

1 Month
2.0%
1.8%
‐1.1%
1.6%
0.2%
0.4%
‐1.2%
0.5%
‐1.0%
1.6%
‐2.5%
‐0.7%
‐3.7%
‐1.6%
6.6%
0.9%

3 Months
9.9%
5.7%
2.8%
7.3%
3.2%
2.1%
‐2.5%
0.9%
‐0.7%
1.9%
‐6.5%
‐0.8%
‐9.3%
‐9.4%
‐4.0%
‐0.1%

6 Months
15.7%
17.6%
8.8%
15.7%
5.6%
3.0%
‐5.4%
1.8%
‐4.8%
5.8%
‐5.7%
‐0.4%
‐2.4%
‐0.2%
4.1%
2.4%

1 Year
33.8%
22.8%
‐2.9%
23.7%
6.0%
‐2.3%
‐14.3%
‐7.6%
‐1.4%
4.0%
‐18.4%
‐5.1%
‐27.6%
‐35.0%
7.8%
‐6.8%
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ECONOMIC OUTLOOK

Global growth will
pick up in 2014

US is building
momentum that
could spill into other
regions

Expect global growth to accelerate modestly over the next two years as activity picks
up in the US and a gradual recovery in the Eurozone continues. China will pick up as
well given the better growth in the advanced economies and likely corresponding lift
in exports. The reacceleration globally takes global GDP growth from 2.4% to
something slightly above 3.0%. If achieved, that growth will be the best since 2010.
The US could see readings at 3% or above which would certainly spill over into other
regions. Fading fiscal austerity in the US can be a boost to momentum that is already
being seen. Unemployment is likely to continue declining towards sub-6% readings
as we start to peer into 2015. There is still significant cyclical headroom with
substantial labor and resource slack that will keep inflation in check and the Fed in
play. Obviously many 2014 Outlooks written during December are already wrong
about their timing of Fed Tapering starting in a couple of months as Bernanke made
his last move as Fed Chairman to announce the reduction in bond purchases by the
Fed. The market reaction was positive however, as the announcement carried an
overall dovish message. Clearly the Fed will be accommodative and a strong
backstop, giving the market fuel to expand valuations and take risk.
US Personal Consumption Expenditures YoY

The Fed’s primary
measure of inflation,
Personal
Consumption
Expenditures,
remains subdued

Source: Accuvest Global Advisors

Consumers and
corporations are
healthy. Capital
expenditure should
be on the uptick

Risk-taking has been building and should be expected to continue. Balance sheet
repair is almost complete in the US and corporate behavior could begin to shift.
Companies will extend their horizons and seek out growth, primarily via capital
expenditures and hiring, but supplemented by acquisition. Overall economic activity
will increase and a restoration of animal spirits may be seen. This kind of momentum
in the can buoy other countries; at least ones that are not exposed to imbalances that
still have to be addressed.
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Household Debt Service Ratio (% of Personal Disposable Income)

U.S. Households
have de-levered and
may be poised for
credit expansion

Source: Accuvest Global Advisors

Central Banks
continue to be
accommodative

While the Fed attempts to engineer a glide path to a more neutral monetary policy,
the ECB and BoJ could ease further in 2014. Europe could surprise with support to
global production and trade. A subdued recovery is most likely all that can be
expected in Europe, but if investment spending continues to grow and other signals
begin to find consistent positive traction, the economy could do better than the
basically flat growth readings that have been seen for a while.
The Japan story is still just taking shape. VAT increases will affect 70% of private
consumption, amounting to 1.5% of GDP. CPI could have its first consistent positive
readings since the early 1990s. Monetary policy is still massively accommodative
and could expand. A ‘relative monetary policy’ analysis could have implications for
risk-taking in those local markets and certainly for FX markets. This topic will be
explored later in this Outlook.

Accuvest Global Advisors

2014 Outlook

5

January 1, 2014
Consensus Forecasts - Real GDP (%Y/Y)

2012 (a)

2013 (f)

2014 (f)

Change in
2014
forecasts
since Sept 30,
2013

Global
G10
US
Euro Area
Germany
France
Italy
Spain
UK
Japan
Emerging (brics)
Asia
China
India
South Korea
Latin America
Brazil
Mexico
EMEA
Russia
Turkey
Poland

2.2
1.4
2.8
-0.7
0.7
0.0
-2.5
-1.6
0.1
1.5
5.6
6.2
7.7
5.1
2.0
2.9
1.0
3.9
2.6
3.4
2.2
1.9

2.0
1.1
1.7
-0.4
0.5
0.2
-1.8
-1.3
1.4
1.8
5.7
6.4
7.6
4.7
2.8
2.4
2.3
1.3
1.9
1.5
3.7
1.4

2.8
2.0
2.6
1.0
1.7
0.8
0.5
0.6
2.4
1.6
5.7
6.3
7.5
4.7
3.5
2.9
2.3
3.4
2.7
2.4
3.7
2.9

-0.02
0.01
-0.05
0.00
-0.10
-0.10
0.00
0.00
0.40
0.05
0.02
0.01
0.10
-0.50
0.00
-0.32
-0.20
-0.37
-0.26
-0.50
-0.35
0.40

South Africa

2.5

2.0

2.8

-0.10

Source: Bloomberg

Emerging Markets
need to be reviewed
individually as
economic profiles are
quite different
amongst those
countries

EMs are more heterogeneous than they have been historically. It is a complete
disservice to talk about twenty-one emerging markets as if it was one fungible asset
class. But where countries have rebalanced and restructured, there is positive
momentum in terms of growth. Recent PMI trends suggest a continuation of the
global manufacturing rebound. Developed Markets (“DM”) are leading this
recovery, but it has started to feed through to EM economies, in particular those that
are more open and manufacturing-oriented. The effects of a European recovery is
actually more significant to EM than is growth in the US or China. There has been a
deeper integration of European industries in the global value chain, suggesting that
even the modest rebound in Europe should provide support for EM exports.
Financial markets have internalized quite well the story that EM has been in a
structural slowdown of growth for some time. The structural issues have abated in
some EMs and does not preclude those markets as well as other EMs from
participating in the ongoing global recovery, which may tilt the risk towards upside
surprises in EM export performance and growth in coming quarters.
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China is rebalancing
and can again fuel
growth in other
countries

Countries with
current account
surpluses and
manufacturingoriented economies
will do well

China’s rebalancing process remains formidable. However, leadership there has
specifically outlined policies to address those challenges. Additionally the markets
have substantially lowered their expectations on China growth rates. The apparent
willingness of China’s regime to tolerate lower growth is a step towards reducing
risks associated with a credit-fueled imbalance and the downward expectations
simply lower-risk of downside surprises going forward. China’s role is obviously
important in the overall economy. Other countries are set-up for recovery as well.
Open manufacturing-oriented economies will bounce, especially those that tend to
have current account surpluses (Poland , Korea). Commodity export-reliant
economies face headwinds (much of LatAm, Indonesia, South Africa) and those with
large external financing needs face greater headwinds (India, Indonesia, Turkey,
Brazil). When measured in total, certain countries can see accelerating growth – a
differentiation that cuts across regions (Mexico, Korea, and Poland, for instance).
Certain countries where growth could be lower than consensus because of
intersecting negatives also cut across regions (Brazil, Indonesia, and Turkey).
US Industrial Production YoY

Industrial Production
and Manufacturing
suggest U.S. growth
recovery
Source: Accuvest Global Advisors

US ISM Purchasing Managers Index

Source: Accuvest Global Advisors
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US Retail Sales YoY Change

Source: Accuvest Global Advisors

US Loans as a % of US Deposits

Credit Growth
remains anemic…

Source: Accuvest Global Advisors

Velocity of Money – M2

Cash is being horded,
decreasing
inflationary pressure

Source: Accuvest Global Advisors
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US Capacity Utilization as a % of Total US Capacity

Capacity Utilization
is up, increasing
longer-term
inflationary pressure

Source: Accuvest Global Advisors

US Personal Income Growth YoY

Income Growth is
weak, suggesting
continued monetary
accommodation

Source: Accuvest Global Advisors

Case Schiller 20 City Home Prices YoY Change

Positive momentum
has been established
in U.S. Home Prices

Source: Accuvest Global Advisors
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30 Year Mortgage Rate

Housing remains
affordable, especially
after accounting for
expected home price
appreciation

Source: Accuvest Global Advisors

USD can strengthen,
especially against
low-yielding
currencies

In looking at foreign exchange, the view is that the US Dollar can strengthen,
especially against low-yielding currencies such as EUR. The indiscriminate USD
rally against high-yield currencies is mostly behind us as tapering details are now
known. The ongoing strengthening will be gradual and moderate given that the Fed
forward guidance is delaying hike expectations. Relative monetary policy and real
rates as well as relative growth favor the dollar. EUR is near the strong side of its
trading range and gradual deterioration could be seen throughout 2014. The BoJ is
creating the greatest relative monetary policy driver for USD. Its bond purchase
program is still behind on the inflation front. Weaker levels should be expected.
EM currencies could do well in 2014; at least those that benefit from a global
consumer spending wave that is coming. Cheap Chinese manufacturing labor is over
and industrial metal prices will stay low. These factors create a sweet spot for MXN,
INR, and KRW. The ‘fragile” EM currencies could experience diverging
performances. Currencies at risk include BRL, ZAR, IDR, and TRY.
Japanese Yen – USDJPY

The Yen has been
either the strongest
or weakest G10
currency in each of
the last 6 years

Source: Accuvest Global Advisors
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Euro – EURUSD

2013 is the first year
in the Euro’s short
history where it is the
strongest G10
currency

Source: Accuvest Global Advisors

Mexican Peso – USDMXN

The USD could
achieve something it
has only managed in
six of the last 40
years – appreciate
against all G10
currencies in a full
calendar year

Source: Accuvest Global Advisors

Swiss Franc – USDCHF

Source: Accuvest Global Advisors
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The methodology for creating the FX Forecast table below takes into account fair
value evaluations that do not fully account for momentum and other supply and
demand technicals that cause overshoots. The broad call for near-term FX moves is
for JPY to continue its weakening trend and for USD to gain ground against other
majors, notably EUR.
FX Returns vs. USD – YTD

2013 was unusual as
high carry trade
currencies, like the
Aussie and Rand,
were weak alongside
the primary
financing currency,
the Yen

Source: Accuvest Global Advisors
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EQUITIES
Two questions need to be answered in this section in order to provide a complete
understanding of stock market strategy going forward; 1) what is the outlook for
global risk-taking generally, and 2) if the outlook is positive, will international
markets catch up to the performance seen in the US? The discussion that follows
will address those two questions. A summarized outlook will be described at the end
of this discussion, but to orient the direction of the conversation generally, the
answers are 1) the outlook is bullish although a moderating trend in equity markets is
probable as expanding PEs are unlikely, even as earnings growth picks up, and 2) a
rotation away from the best performing and richest valuation markets into countries
with more attractive valuation profiles is likely given analysis of history.

Europe and U.S. Price to Book Ratio and Subsequent 2 Year Returns

Current valuations in
a historical context
suggest relative
outperformance in
Europe

Source: Barclays Research

In the US, 2013 was better than expected and is perhaps ahead of itself. The market
could be a bit choppy in the coming year, but the longer-term bullish thesis is intact.
The biggest short-term impediment to a continuation of the upside may be sentiment
metrics that generate near-term concerns and caution. Such a pullback would be
shallow and short-lived as relative valuations still augur for equity demand because
inventors still show a general distrust of equities, paying too much for bonds relative
to where equity valuations sit. Overly bullish sentiment is a condition that can be
unwound quickly, bringing back into focus the fact that bonds have more upside
potential than bonds. The Fed has had a major role in keeping bond values
exaggerated, and that will be adjusted gradually. It is a convergence of relative value
that should be expected which includes some spread compression in credit product.
Rising rates, however, does not necessarily lead to PE compression when viewing the
past. One additional point on broad technical readings is the fact that S&P returns
since 1900 above 20% are followed by years with positive returns 75% of the time,
averaging 8% returns (out of 30 occurrences).
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Exploring sentiment just a bit more, some interesting notes can be made. Current
levels are indeed extended with 40% more bulls than bears. Those numbers can
change quickly as, just in early September, the same survey noted only 13% more
bulls than bears. Sentiment has shown a tight relationship with stock market moves,
but extremes can be very brief unless it is accompanied by excessively high or low
valuations, which does not appear to be the case presently. In other words, some kind
of correction is likely to relieve an excessively bullish consensus, but it does not have
to be long, big, or indicate a major turning point.
It is earnings growth that should be the primary driver for equity index appreciation
which is supported by economic growth and favorable credit conditions. Earnings
growth over 10% is possible in the new year as economic growth accelerates and
profit margins recover further. The last two years have been all about re-rating but
multiple expansion in 2014 seems improbable due to tapering. The accompanying
chart shows that a big percentage of returns (with the exception of Japan) has come
from multiples expanding. 2014 will be the year that earnings justify those multiples
with growth above 10%. That kind of earnings growth plus a stable dividend can
produce solid returns without any increases in the PE multiple.
Composition of 2013 Total Returns

Multiple expansion
has been the key
driver of equity
returns

Japan is the only
country that saw
meaningful EPS
growth in 2013.
Other markets were
driven by expanding
PE ratios
Source: Morgan Stanley

Earnings should
drive stocks prices in
2014

The key drivers of earnings growth is acceleration of GDP growth by as much as
0.50% over 2013, global industrial production growth near 5% and improvement in
margins which still sit 120 basis points below 2006 levels (even though interest costs
and taxes are lower than then). Some of this improved outlook is just starting to
show up in analyst forecasts as shown in the accompanying chart outlining the
average S&P 500 earnings forecast to be less than 7% above 2013.
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Drivers of EPS
growth are economic
growth and margin
improvement

Relative valuations are still compelling for stocks. Since 1950, equity multiples have
been higher than investment grade bond earnings multiple. Earnings grow over time
while coupon payments do not, meaning stock multiples should logically be higher.
But since 2009, the yield of bonds has dropped faster than stock PEs have risen.
Currently investors are paying 24x for a high-grade bond, 16x for a high yield bond,
and 35x for a treasury bond. There needs to be some gradual convergence of these
multiples. The Fed has distorted to bond market in large part to intentionally make
bonds less attractive in order to drive risk-taking broadly. Investors have still not repriced equity enough to make stocks expensive relative to other alternatives,
notwithstanding a nice move in stock prices.

Earnings Yield vs. Junk Bond Yield

Relative valuation
keeps stocks
attractive compared
to fixed-income,
providing ongoing
equity market
valuation support

Source: Accuvest Global Advisors

P/E of U.S. Equities compared to the “P/E” of Bonds

Equities remain
attractive relative to
credit

Source: JPM Research
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The behavior of corporations will likely begin to change as the economy shows it can
consistently grow. Investor-friendly activity such as dividend payouts and share
buybacks will expand along with merger and acquisition activity. Investment
spending will finally grow and impact the market more significantly. Readings of
investment continue to be weak with 13% of GDP being the current level or rate of
spending. Historically, the levels have been between 16%-21%. The swing from
current levels to the midpoint of that range would represent about $600 billion in
annual investment spending. All industries were at 60 year lows during the great
recession, meaning there is undoubtedly some pent-up demand for capital goods,
plant and equipment, etc. which would induce even greater spending. In fact, the
equipment is currently estimated to be at its most aged levels in over 30 years. No
catch-up is being contemplated in any forecast of improvement, rather only getting
back on a normalized pace. Of course, there is nothing that makes corporations
invest – they may continue to sweat their equipment, look for greater efficiency, and
capacity utilization is still quite low. But catalysts are in place, creating a rubber
band effect, such as government policies that are starting to kick in, true obsolescence
due to technological advancements, and a slight rise in inflation expectations. It
would be very difficult to imagine spending continuing at current levels in any case.
Average Age of U.S. Durables
100

30

90
25

80
70

20

60
15

50
40

10

Corporate spending
should be on the
upswing as plant and
equipment is quite
aged

30
20

5

10
0

0
Consumer Durables

Capital Equiptment

Average Age (Left Scale)

Non‐Res Structures

Residential Structure

Age Percentile ‐ Last 30 years (Right Scale)

Source: Accuvest Global Advisors

Consumers have also
improved their
household balance
sheets. The wealth
effect of rising
financial and real
estate markets helps
create a formula for
increased spending
going forward

In addition to corporate health and possibilities of more aggressive behavior,
consumers too have improved their profiles. Consumers have gone a long way to
repairing household balance sheets. Consumer debt service is at the lowest level
since the number has been tracked in 1980. Bankruptcies have been purged and
credit histories are being repaired rapidly. With agencies maintaining histories for
seven years, in three years more time, the entire financial crisis will be erased. The
wealth effect has generated $13 trillion in the last two years through housing and
stock market gains. Historically, around 5% of the given wealth effect increase is
spent in the following year, meaning over half a billion dollars of potential upside to
spending could be seen in 2014. De-leveraging episodes in the early 80s and 90s
coincided with the downturn in consumer durables. After that, however, multi-year
rises in spending were seen.
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Country equity
markets have
behaved quite
differently

The second topic that was promised to be covered in this discussion is the likely
relative performance of country markets in 2014. As mentioned in the preface to this
Outlook 2014 package, 2013 returns at the country level have been quite different
than the headline S&P 500 return would seem to indicate. The range of returns of the
45 countries in the All Country World Index is 71% and the average return is 8.3%.
As mentioned, EMs specifically were hammered and ended down 2.5%. BRIC
countries were down 3.5%
So what is going on? Are these kinds of relative returns likely to persist? Some
fundamentals that ostensibly buttress a negative outlook for EM specifically were
noted in the Economic Outlook section of this package, but a lot of that still reflects
sentiment, not clear substantive facts. As was mentioned in the introduction to this
Outlook package, most of the larger and reputable investment firms had positive
outlooks on EM specifically at the beginning of 2013. It was sentiment that
deteriorated at the time of tapering talk which still drives most outlooks now at the
beginning of 2014. But clearly, sentiment can change quickly. And although there
needs to be more than just hope that would cause an investor to go against consensus,
there are indeed several points to consider.
5 Year Returns: U.S. Relative Performance

Opportunity exists in
looking outside the
US market for
countries that can
catch up given strong
fundamentals and
cheap valuations

Source: Accuvest Global Advisors

The US has been the unambiguous leader in the current equity cycle. With
constraints starting to lift elsewhere, performance can now favor non-US markets,
especially given the large performance gap that has been created. That gap is easy to
see in some basic return comparisons. The US is up 52% in the past three years
while the average country is up only 9%. A US-only portfolio has outperformed the
average country by more than 14% annually over the past three years. The last time
this type of outperformance was seen was from 1995-2000. The US outperformed
during that time by about 13% over the average country. The next two five-year
periods, the US did not just underperform the rest of the world; it was the second
worst country. During that 10-yr stretch, the US underperformed the average country
by around 30% per year. A summary of these five-year periods is shown below.
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It was shown in the introduction just how unusual the performance in 2013 has been
in terms of what investment styles were rewarded last year. Buying riskier countries,
more expensive markets, less fundamentally-sound markets, and low momentum
markets were big winners. This kind of cycle has been seen in the past, but the
recoveries of more logical, time-tested, and value-driven strategies were pronounced.
For instance, periods of underperformance can be seen in the accompanying charts,
but the overall wealth creation by buying stronger and cheaper countries.
Multi-factor Investing – Long Term Performance

The factors driving
market returns in
2013 are not likely to
persist in 2014. A
factor balanced
approach to investing
benefits long-term
investors

Source: Accuvest Global Advisors

Some of the factors that will drive this potential rotation are the lessened support
from monetary policy in the US as well as earnings growth that is likely to be less
than international markets. Developed markets should do well, although the
Eurozone countries specifically remain highly disparate in their fundamental
comparisons. Emerging markets also are highly differentiated although overall
valuations are low and the risk premium is higher than DM. This is in contrast to
extremes reached towards the end of 2011 when the premium in EM was 360 basis
points below that of DM. With this higher risk premium available in EM, its
historical relationship with forward returns suggests a period of outperformance for
EM stock markets ahead.
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Emerging Market Risk Premium less Developed Market Risk Premium

The EM-DM Real
Yield Gap has been a
good predictor of
forward relative
returns, arguing
currently for EM
outperformance

Source: Bacrlays Research

Earnings in EM could begin to ratchet higher as well. Industrial output has begun to
recover and forward EPS growth usually follows. Book multiples are close to their
2008 cyclical trough; something that could change if an upturn in earnings were seen.

Emerging Markets Forward EPS Growth vs. Industrial Output
Industrial Output has
stabilized implying
EPS should see
renewed growth
trajectories

Source: Barclays Research
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Emerging Markets – Regional Price to Book Ratio

Despite their
idiosyncrasies all
three regions within
EM offer attractive
valuations

Source: Barclays Research

Emerging vs. Developed Manufacturing

Global
Manufacturing
Recovery is pulling
EM Manufacturing
higher…

Source: Barclays Research

Emerging vs. Developed 12 Month Forward P/E Ratios

Which could help
earnings multiples
expand in EM
equities

Source: Barclays Research
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Country Ranking Data – As of 12/31/2013

Country

% 12-1
%3
%
Month
Month
Earnings
Price
P/E - 12
%
Price
Growth - %MoM
FX
Mo
Dividend
Short- Change in Momentu Momentu
m
Valuation Trailing
Yield
m
Term
OECD

Australia

9.21

0.1

2.7

15.5

1.7

17.6

4.2

Austria

28.22

0.2

1.0

10.1

-3.7

14.3

2.8

Brazil

16.24

0.4

-0.6

-2.5

3.1

13.4

3.8

Canada

10.78

0.2

6.9

8.4

1.2

18.8

2.9

Chile

24.78

0.2

-3.2

-12.7

0.9

21.0

2.2

China

9.17

0.0

3.7

3.9

3.4

10.0

3.1

France

14.87

0.2

3.8

17.7

-3.7

19.3

3.2

Germany

11.77

0.1

11.3

21.1

-3.7

15.1

2.9

Hong Kong

9.00

0.1

3.0

8.0

2.8

15.3

2.5
1.4

India

15.63

0.6

8.8

4.7

1.8

17.1

Indonesia

11.77

-0.1

-0.2

-6.1

4.2

14.6

2.6

Israel

5.80

-0.3

4.1

2.3

0.9

13.7

3.5

Italy

25.66

0.2

8.5

12.4

-3.7

28.0

3.4

Japan

19.16

0.1

9.4

48.4

1.9

17.6

1.7

Korea

22.18

-0.1

2.2

3.6

2.0

10.7

1.0

Malaysia

7.64

0.1

5.2

8.8

3.5

17.5

2.8

Mexico

15.14

-0.6

6.4

-1.8

4.9

22.9

1.5

Netherlands

18.36

0.1

6.5

21.9

-3.7

18.7

2.3

Norway

12.82

0.1

6.5

14.4

0.3

14.1

4.2

Peru

21.39

0.3

2.9

-36.2

2.7

14.5

2.2

Poland

2.49

0.1

-0.1

2.5

-2.2

12.8

4.5

Russia

-5.42

0.1

1.3

2.3

0.9

5.2

3.5

Singapore

8.67

0.1

0.9

2.4

3.2

14.0

3.2

South Africa

12.23

0.0

5.8

8.4

3.0

18.7

2.9

Spain

18.47

0.3

8.8

21.2

-3.7

27.5

4.7

Sweden

12.99

0.0

5.2

17.8

-1.7

16.8

3.4
2.8

Switzerland

9.28

0.3

2.5

20.9

-4.3

19.2

Taiwan

7.17

0.1

5.1

7.3

4.1

17.2

2.8

Thailand

13.05

0.1

-6.0

-5.1

3.5

12.8

3.3

Turkey

8.19

0.1

-8.9

-3.8

6.9

8.7

2.7

United Kingdom

9.17

0.1

4.3

12.6

-0.7

14.5

3.5

United States

9.89

0.0

9.7

27.3

2.9

18.6

1.9

Average

12.99

0.1

3.7

8.0

0.9

16.2

2.9

Median

12.00

0.1

4.0

8.2

1.7

16.0

2.9

Max

28.22

0.6

11.3

48.4

6.9

28.0

4.7

Min

-5.42

-0.6

-8.9

-36.2

-4.3

5.2

1.0

Source: Accuvest Global Advisors, MSCI
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Range of Returns among Countries – 4th Quarter and YTD

Dispersion of country
returns was robust
from both a quarterly
and annual
perspective

Source: Accuvest Global Advisors
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S&P 500 Year End Forecast Table

The Median forecast
for the S&P 500
implies a 5.5%
projected return for
2014. The highest
forecast equates to a
12.2% return and the
lowest is essentially
flat.

2014 Close

2014 EPS

2000
1900
1900
1900
1960
1850
1900
1900
2075
2014
2014
1938
1950
2075
1850

$118.00
$116.00
$119.00
$117.50
$115.90
$119.00
$116.00

Bank of America
Bank of Montreal
Barclays
Citigroup
Credit Suisse
Deutsche Bank
Goldman Sachs
HSBC
JP Morgan
Morgan Stanley
Oppenheimer
Mean
Median
High
Low

$120.00
$115.00
$115.00
$116.63
$116.00
$120.00
$115.00

Source: Accuvest Global Advisors

Asset Allocation Table
Firm
Firms have not
changed
recommended
allocations for some
time

Stocks

Bonds

Cash

Alts

Bank of America

68%

30%

2%

0%

HSBC

22%

67%

0%

6%

JPMorgan

60%

25%

15%

0%

47.6%

39%

3.2%

5%

UBS
Source: Accuvest Global Advisors

Strategy
 CST portfolios have overweight positions in equities. The relative
attractiveness of stocks versus bonds is clear. Economic fundamentals are
just strong enough to keep significant risks at bay while avoiding overheating
which would necessitate a change in central bank monetary policy. Systemic
risks seem reduced and tail risks have diminished.
 The country ranking methodology continues to direct positioning in a
significant way. Most recent overweights are in Developed Markets, but the
model is starting to show some emerging markets rise in the ranks. As
mentioned in this BPV, emerging markets currently have highly
differentiated profiles. The top/down methodology should be helpful in
positioning that can be rewarded.
 Country rotation methodologies and other relative value strategies will take
additional advantage of divergences that have become near extreme amongst
markets.
 Certain thematic exposures have been built up and create a big part of the
equity overweight. Currently, these are China Consumer, US Small Caps,
Technology, Gold Miners, Energy and Oil Refiners
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Japan
China
United States
Russia
Norway
Germany
Least Attractive

Peru
Thailand
Indonesia
Turkey
Chile
Source: Accuvest Global Advisors

Allocations
Stocks (55%)
Core
Overweight

Neutral

Underweight

Japan

India

France

China

Brazil

Italy

United States

Sweden

South Africa

Russia

Hong Kong

Switzerland

Germany

Canada

Singapore

Korea

Israel

Poland

United Kingdom

Spain

Mexico

Taiwan

Malaysia

Thailand

Netherlands

Austria

Turkey

Australia

Chile

Satellite
Themes

‐

Concentrated country allocations

‐
‐
‐

China consumer and urbanization
Natural Gas and energy
Technology
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FIXED INCOME

Interest rates should
continue to grind
higher in 2014

Average forecast is
for a 3.36% 10-yr
Treasury yield by
year-end

Rates will grind upwards during the year as government bond yield move higher
across the curve leading to higher rate volatility. Central banks remain the most
important market driver and recent Fed action to begin tapering means less demand
for bonds. Reactions to tapering, as has been shown in December, will not be as
cathartic as over the summer. Forecasts for the end of 2014 average 3.25% for the
US 10-yr treasury versus a year-end close around 3.0% (see accompanying table).
That modest move still implies a perfectly flat total return for the year. As always,
forecasts are far from accurate however. 12 months ago the average of 75 forecasters
was to end 2013 at 2.34%. Bonds were crushed during the year as that 3.0% closing
level indicates, meaning those forecasts were far from helpful. The long bond was
down 13.4% while the aggregate index was down 2.0%.
10-Yr Treasury Yield Forecasts (75 forecasts)
Q1 14
Q2 14
Q3 14
Median Forecast
2.96
3.10
3.25
Average Forecast
2.95
3.09
3.23
High Forecast
3.50
3.76
3.81
Low Forecast
2.50
2.35
2.45

Q4 14
3.40
3.36
3.94
2.50

Q1 15
3.45
3.42
4.21
2.60

Source: Accuvest Global Advisors

Change in Forecasts since October 1, 2013
Q1 14
Q4 14
Median Forecast
-0.04
0.04
Average Forecast
-0.01
0.00
High Forecast
-0.43
-0.58
Low Forecast
0.30
-0.21
Source: Accuvest Global Advisors

The Fed is still
committed to low
short-term rates
which should keep a
lid on longer-term
rates

Obviously, 2013 was a very difficult year for fixed-income portfolios and, in the
future, may be seen as the year the 30-yr bull market in bonds ended. That may seem
obvious even now after such a disastrous year, but with the Fed very much in play
with highly dovish communication and long-term trend lines not yet broken, there is
still an idea that rates will be low for a very extended period. The summarized view
that will drive strategy at least for a while is that rates will indeed stay low, but
gradually drift higher. Those moves will require caution and conservatism in
portfolio construction. So, while 2014 could see higher rates, it will happen
differently than 2013.
First, the magnitude of the move should be lower than in 2013. And second, data are
likely to be stronger in most developed countries and should be a large part of why
rates rise. The catalysts in 2013 were perceptions of Fed easing coming to a halt, but
GDP numbers remained stuck around anemic levels. Improvement in the labor
market has started to be seen more dramatically from 8.1% to 7.2% and non-farm
payrolls has averaged a healthy 186k per month gain. Most other metrics of the labor
market have also shown improvement despite mediocre GDP numbers. Those
employment figures are what the Fed has stated over and over will be the criteria for
winding down QE.
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10 Year Treasury Yield

10-Year Treasury
Yields are driven by
the market and have
moved up
dramatically

Source: Accuvest Global Advisors

2 Year - 10 Year Treasury Yield Spread (Steepness)

The yield curve is
steep in 2s vs. 10s.
Compared to T-bills,
the curve is almost at
historic levels

Source: Accuvest Global Advisors

Slack in labor and
production capacity
keeps inflation in
check which also
means longer rates
should not spike as
much as 2013

The kind of improvement in the jobs market hoped for by the Fed will take time,
meaning Fed Funds should stay near zero throughout 2014. The Fed is forecasting
the funds rate to rise to 1% by the end of 2015, 2% by the end of 2016, 3% at yearend 2017 and 4% by year-end 2018. The bond market is pricing in a more benign
hiking path, but that should change once data shows improvement which will be the
case this year. But the Fed’s hiking timetable is not likely in actuality and market
movements will be far from smooth. All five of the last hiking cycles played out over
one to two years with average hikes per year being well over 200 basis points.
Additionally, the Fed forecasts the economy to be at full employment by the end of
2016 at which time its forecast for inflation is 1.95%. All of those numbers coming
in as forecast in that timeframe is highly unlikely. Something would have to give if
the economy is at full employment.
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Change in Non-Farm Payrolls

U.S. Employment
picture should
continue to improve
in 2014

Source: Accuvest Global Advisors

A rise in rates to the
average forecast yield
implies flat returns in
2014. Government
paper does not
appear to have a
great risk/reward
profile

Forecasts will change in any case. It is what kind of data flows and how the market
perceives it that will matter. With the improvement that is expected this year in
employment and growth, there will surely be pressure towards higher rates. For now,
something that could act somewhat as a lid is that the steepest yield curve seen in
decades between T-bills and the 10-year note is around 375 basis points, and with Tbills likely to stay near zero, the 10-yr should not be much above 3.75%. That would
imply a negative year, however, for total returns. It could also indicate that the long
end of the curve would not necessarily have to sell off to the same degree as the rise
in the Fed Funds rate. A 200 basis point increase in the funds rate would not
necessarily be seen uniformly across the curve.

Given this negative outlook, it is hard to include government bonds in a portfolio
unless a fairly dire economic outlook is expected. Treasury notes still provide a
hedge against black swan events as well as diversification in a general sense. But in
the absence of such negative events, exposure will act as a drag to portfolio returns.
The credit markets must be explored for opportunity for inclusion in portfolios. And,
while that conversation is more optimistic, there is still limited upside for the credit
markets.
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Yield Curve Shifts UPDATED

3‐Mo
12/31/2008
12/31/2010
12/31/2012
12/31/2013

2‐Yr
0.08
0.13
0.04
0.06

5‐Yr
0.77
0.60
0.25
0.38

10‐Yr
1.55
2.01
0.72
1.71

30‐Yr
2.21
3.30
1.76
2.97

2.68
4.34
2.95
3.90

Source: Accuvest Global Advisors

Credit is where fixedincome portfolios
should focus

The focus in credit will be the relationship between interest rates and spread changes.
Those are always the key drivers, but with rate increases likely, a view on spreads is
paramount. Spread compression is likely, but it is limited and will be less than in
previous rate spikes. Historical data for the US market show that traditional
correlations between rate and spread changes have been -0.3 for investment grade and
-0.6 for high yield. In 2013, during the summer’s taper-related sell-off, those
correlations actually turned positive. In May and June, when 10y Treasury yields
rose almost 100bp, investment grade actually widened 20bp and high yield sold off
90bp. That was a short period of time, and although disconcerting to investors, was
unwound quickly. In fact, studies covering decades of data find that every time there
has been a rate increase of at least 50bp over any period ranging from only a few
months to a full year, excess returns in credit have been positive.
BBB Corporate Bond Spreads

Spreads are fairly
tight in investment
grade credit, but have
widened recently

Source: Accuvest Global Advisors
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High Yield Bonds - Spread to Worst

HY bonds are tight
but still have
potential for
reasonable returns,
certainly versus
government paper

Source: Accuvest Global Advisors

Investment Grade Spreads vs. High Yield Spreads

High Yield has
narrowed more than
Investment Grade

Source: Accuvest Global Advisors

Emerging Market Bond Spreads

Emerging market
credit seems to be
range-bound

Source: Accuvest Global Advisors
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Strategy
 The breakdown in US Treasury bonds has been dramatic. While tactical
opportunities for trading could be present given the historic rise in rates, a
more moderate strategy is warranted.
 Investment grade exposure in the 2-5 year range will be built to take
advantage, at least modestly, of the steep yield curve at a time when rates
may move sideways for an extended period. Still, negative impacts will be
avoided if rates were to rise significantly again.
 Greater exposures to lower quality credit are being built to fill some of the
gray area between stocks and bonds. Risk associated with an improving
economy and favorable credit metrics of corporate bond issuers is preferable
to taking straight-up interest rate risk. High yield and floating rate loans will
do fine if rates tick up gradually.

Allocations
Bonds (31%)
Core
Overweight

Neutral

Underweight

Mid‐term Credit

Short‐term Credit

Mid‐term Treasuries

Satellite
Overweight
High Yield Bonds
Floating Rate Senior Bank Loans
Municipal Bonds

Source: Accuvest Global Advisors
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ALTERNATIVES

Alternative Strategies
are well positioned to
generate alpha

The post-crisis backdrop of moderate global growth, mild inflation, and high liquidity
will likely continue to prevail during the first half of 2014. The low volatility/high
dispersion investment environment and the ongoing process of monetary
normalization are powerful drivers of performance, and should present opportunities
for alternative strategies to generate alpha.
Cumulative Returns
120%
100%
80%

Alternative Strategy
returns have been
muted relative to
Global Equities

60%
40%
20%
0%
‐20%

Alternative Strategies

Global Equities

1 Year

Aggregate Bonds

3 year

Long Term Treasuries

5 year

Source: Accuvest Global Advisors

Global manufacturing may be showing signs of improvement and Chinese business
confidence is getting stronger, but the global growth outlook is not yet good enough
to prompt a sustained pick-up in commodity prices. Growth-sensitive commodities
such as base metals may get a short-term price lift, but fundamentals are just not firm
enough to sustain a rally. Upside risks in oil are high, despite an easing in the Syrian
situation and prospect of a thaw in US relations with Iran.
Broad Commodities

Commodity Prices
are in a long-term
downtrend

Source: Accuvest Global Advisors
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Best/Worst Commodities in 2013

Source: Accuvest Global Advisors

Oil Prices (WTI)

Source: Accuvest Global Advisors
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Gold Prices

Source: Accuvest Global Advisors

Alternative Strategies
Year to date, the Lyxor Hedge Fund Index, a portfolio of alternative strategies, has
returned approximately 6.4% with low volatility (4%) and above average correlations
to global stocks (0.85) and aggregate bonds (0.30). Fundamentally, directional
strategies with a focus on equities remain a strategic core exposure given the positive
view on the asset class. With interest rates entering a normalization process,
strategies with a concentration in fixed income securities present a less attractive riskreturn profile.
Alternative Strategy Returns – Year-to-Date
20%

16.1%
15%

10.4%
10%

8.9%

8.7%
6.4%

5%

Equity-focused
alternative strategies
outperformed in 2013

6.4%
2.8%

0%

‐0.3%
‐2.5%

‐2.5%

‐5%

Source: Accuvest Global Advisors, Hedgefundresearch.com, Lyxor
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Rolling 30 week Annualized Volatility
30

25

20

Fixed Income
volatility is high
relative to equities
and alternative
strategies

15

10

5

0
Dec‐10

Jun‐11

Alternative Strategies

Dec‐11

Jun‐12

Global Equities

Dec‐12

Aggregate Bonds

Jun‐13

Long Term Treasuries

Source: Accuvest Global Advisors

Regarding risk, the annualized volatility of Aggregate Bonds surpassed the
annualized volatility of the Lyxor Hedge Fund Index earlier this year. Furthermore,
the volatility Long Term US Treasuries has been higher than Global Equities since
mid-2012. As a result, asset allocation methods focused on minimizing risk have
become less concentrated in fixed income strategies and more concentrated in
strategies focused on equities and equity sensitive securities. This shift in strategy
allocations, as well as intra-strategy shifts towards equities, has driven the 1 year
correlation between alternative strategies and equities up to 0.85. This 1 year
correlation of 0.85 compares to a 5 year correlation of 0.57.

Alternative Strategies - Asset Class Correlations
1
0.8
0.6
0.4
0.2

In 2013, Alternative
Strategy returns were
significantly
correlated to equities

0
‐0.2
‐0.4

Correaltion to Global Equities

Correatlion to Aggregate Bonds

5 year

3 year

Correaltion to LT Treasuries

1 Year

Source: Accuvest Global Advisors
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Alternative Strategies
are dynamic and
should adjust to the
prevailing investment
environment

A primary benefit of alternative strategies is diversification. Alternative strategies
focus on generating returns with low long-term correlations to equity and fixed
income. This is achieved by investing in risks that are independent from traditional
stock and interest rate risk. For example, when a new merger is announced, a “deal
spread” usually between 2%-8% remains unrealized in the target’s stock price. This
return is largely dependent upon whether the “deal” will be completed, not whether
the stock market or interest rates go up or down. Alternative risks, or betas, like the
M&A “deal spread” allow for positive expected returns that carry a low correlation to
traditional stock and bond allocations. Over the last 12 months, alternative strategies
have become more dependent upon traditional equity risk. Consequently, it is
possible that the benefits of diversification have decreased while expected returns
have increased. It is prudent to remain respectful of the inherent volatility of equities
and manage strategy allocations accordingly.
Accuvest Liquid Alternatives - Current Allocations

January 2013
10%

3%

Cash
13%

Convertible Arbitrage
Credit Arbitrage

11%
7%

CTA ‐ Long Term
CTA ‐ Short Term
Distressed

10%
11%

Fixed Income Arbitrage
Global Macro

Strategy
diversification is
paramount to
downside-risk
management

9%

Long Short ‐ Long Bias
9%
6%

Market Neutral
Merger Arbitrage

11%

Source: Accuvest Global Advisors

Heading into 2014, Convertible Bond Arbitrage, Market Neutral Equity, and CTA –
Long Term (Managed Futures) are overweight allocations. Convertible Bond
Arbitrage complements other core allocations with truncated downside risk, modest
volatility, and low inter-strategy correlation. The strategy has benefited from heavy
new issuance and higher valuations on the back of strength in U.S., Japanese, and
European equity markets. Market Neutral also exhibits low inter-strategy correlation,
and is well positioned to take advantage of increasing equity market dispersion and
range bound volatility. After poor performance for most of 2013, CTA – Long Term
has shown improving momentum over the last 3 months. CTAs have benefited from
increased long exposure to equities, suggesting that the strategy may be vulnerable to
an equity market correction. CTAs have also generated returns from strengthening
trends in FX (long EUR, short JPY) and commodities (short gold). Conversely,
Fixed Income Arbitrage, Credit Arbitrage, and Global Macro are underweight
allocations. Interest rate sensitive strategies like Fixed Income Arbitrage and Credit
Arbitrage are likely to face medium to long-term headwinds as rates begin to
normalize and credit spreads reach resistance. Furthermore, shifting correlations
among asset classes could prove challenging to navigate for Global Macro strategies.
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Attractive alternative
strategies offer
positive expected
returns, modest
volatility, and low
inter-strategy
correlation
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Accuvest Liquid Alternatives - Current Strategy Rankings

Convertible Arbitrage
Market Neutral
CTA ‐ Long Term
Distressed
Merger Arbitrage
Least Attractive

Long Short ‐ Long Bias
CTA ‐ Short Term
Global Macro
Credit Arbitrage
Fixed Income Arbitrage
Source: Accuvest Global Advisors

Accuvest Liquid Alternatives - Allocation Changes Q4 2013 to Q1 2014
5%
4%
3%
2%

3.9%
2.7%
1.6%
1.2%

1%

0.5%

0%

‐0.3%

‐1%

‐0.5%

‐0.8%

‐2%

‐2.1%
‐3%

‐3.0%
‐4%

‐3.3%

Source: Accuvest Global Advisors
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Strategy
 Fundamentals - The process of normalization will remain a powerful driver
of performance, bringing more opportunities to alternative strategies as an
asset class. Global Macro should benefit as global assets begin to trade based
on changes in traditional economic factors. Shifting correlations among
assets could difficult to navigate Short-term CTAs.
 Momentum – Momentum is generally positive for alternative strategies.
Momentum is improving for CTAs and Convertible Bond Arbitrage
strategies, while deteriorating for Fixed Income Arbitrage, Global Macro,
and Long Short Equity strategies.
 Risk Contribution - Below average correlations and volatility result in
overweight allocations for Covert Arbitrage and Market Neutral. Above
average correlations and volatility resulted in underweight allocations for
Long-term CTAs and Distressed Securities.
 Downside Risk - Analysis of Expected Returns, Correlations, and Return
Distribution suggests overweight allocations to Merger Arbitrage and Long
Term CTAs, and underweight allocations to Fixed Income Arbitrage and
Credit Arbitrage.

Allocations
Alternatives (14%)
Satellite
Overweight
Convertible Arbitrage
Market Neutral
CTA – Long Term
Distressed Securities
Neutral
Merger Arbitrage
Long Short – Long Bias
Underweight
CTA – Short Term
Global Macro
Credit Arbitrage
Fixed Income Arbitrage
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Stocks (55%)

Bonds (31%)

Alternatives (14%)

Core

Core

Satellite

Overweight
Japan

Neutral
U. K.

Underweight
Austria

China

India

Australia

U. S.

Brazil

France

Russia

Sweden

Italy

Germany

Hong Kong

South Africa

Overweight
Mid‐term
Credit

Neutral
Short‐term
Credit

Underweight
Mid‐term
Treasuries

Overweight
Convertible Arbitrage
Market Neutral
CTA – Long Term

Satellite

Norway

Canada

Switzerland

Korea

Israel

Singapore

Taiwan

Spain

Mexico

Netherlands

Malaysia

Turkey

Overweight
High Yield Bonds
Floating Rate Senior Bank Loans
Municipal Bonds

Distressed Securities

Neutral
Merger Arb
Long Short – Long Bias

Chile

Satellite

Underweight

Themes

CTA – Short Term

Concentrated country allocations

Global Macro

China consumer and urbanization

Credit Arbitrage

Natural gas and Energy

Fixed Income Arbitrage
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General Disclosures
The material provided in this report is for informational use only and should not be seen as an offer to sell or as a solicitation of an offer to
purchase any security or to subscribe to any investment or advisory service. This information was obtained from the disclosed sources and is
believed to be reliable. The information is subject to change without notice. Accuvest Global Advisors does not guarantee the accuracy or
completeness of the information nor make any warranties with regard to the results that may be obtained from its use.
Debt and equity investments associated with certain foreign countries may involve increased volatility and risk due to, among others, political
risk, sovereign risk, economic quality, liquidity risk. Differences in the extent of these risks vary from country to country, among investment
instruments, and over time. Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not
be registered with, nor subject to the reporting requirements of the U.S. Securities and Exchange Commission (SEC). There may be limited
information available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting standards, practices and
requirements comparable to those of U.S. Securities. Some foreign companies may be less liquid and their prices more volatile than securities of
comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in a foreign stock
and its corresponding dividend payment for U.S. investors. Past performance is not indicative of future results. You should not assume that any
future performance of any security or country referred to in this Report will be profitable or equal to any corresponding performance levels that
might be provided. Investment risks are borne solely by the investor and not by AGA.
Where included in this report, MSCI sourced information is the exclusive property of AGA. Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be reproduced, re-disseminated or used to create any financial products, including
any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its
affiliates and any third party involved in, or related to, computing or compiling the information hereby disclaim all warranties of originality,
accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have
any liability for any damages of any kind.
Certain names, words, titles, phrases, logos, icons, graphics or designs or other content in this Report are trade names, trademarks, or protected by
copyright laws. Any unauthorized re- transmission, copying or modification of trademarks and/or the contents of this Report may be a violation
of federal or other law that may apply to trademarks and/or copyrights and could subject the copier to legal action. Unless otherwise authorized,
no one has permission to copy, redistribute, reproduce, republish, store in any medium, retransmit, modify or make public or commercial use of,
in any form, the information contained in this Report.
Accuvest Global Advisors is registered with the SEC. All disclosures and marketing brochures are available upon request.
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