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2024 began on the heels of the regional banking crisis, and ended with pro-business
sentiment amid an AI boom. It was another banner year for Large US stocks with the
S&P 500 returning 25%. Company earnings explain about half of this return, while the
other half was driven by improving expectations. The result is that the S&P 500 is just
about as expensive as it has ever been (price relative to a given level of earnings).
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Some investors see a booming market and want to add more risk to their portfolios.
Others see lower potential returns ahead and want to reduce risk. Both approaches
can make sense. Our team is always here to help craft a portfolio that reflect your
desired risk & return profile that fits with your overall financial plan.

It’s still a fair question whether it makes sense to continue buying the US stock
market given its recent strong performance. Our response is that diversification can
be really helpful in such an uncertain environment. 

US stocks have largely been flat since inauguration day in contrast to other markets
around the world. Most of us probably wouldn’t have predicted the Chinese stock
market to be the top performer.

Portfolios

Bespoke Investment Group - February 21
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For now, the US stock market is expensive due to its concentration in high-growth
technology companies. We would describe this as a “best house, best corner”
scenario where they should trade at a premium to slower growing companies. That
said, all things equal, higher starting prices suggest lower returns in the future.

We continue to think it makes sense to own a globally diversified portfolio. Global
stocks still give you exposure to the US economy, but you also get the diversification
of less demanding international prices. People forget that US stocks went nowhere
from 2000 to 2010 unwinding the excessive valuations of the late 90's.

Bonds now offer mid-single digit yields, and can be a good diversifier if you’re
concerned about a potential selloff. Our portfolios own higher quality bonds as the
additional yield for risky bonds (spreads) to compensate for default risk is near all-
time lows.

The
additional
yield from

owning
risky

bonds is at
all-time

lows

Overall, it makes sense to see performance broadening out to the rest of the world
given their lower valuations. And though bond yields look reasonable, they are
susceptible to potential surges of inflation. Now is not the time to go too far out the
risk spectrum.
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purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific
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Investments involve risk and unless otherwise stated, are not guaranteed. Readers of the information
contained in this Newsletter should be aware that any action taken by the viewer/reader based on this
information is taken at their own risk. This information does not address individual situations and should not be
construed or viewed as any type of individual or group recommendation. 

We continue to be a bit more active in private markets for accredited investors, and
we continue to develop our research program to potentially broaden some of those
strategies into more liquid investments. Right now there isn’t much to choose from,
though we do see pockets of opportunity in small international stocks, off-the-run
bond issues, and US commercial real estate lending where a multi-year bear market
in apartment prices is beginning to bottom. 

One thing is clear - the world is an uncertain place, even policy makers aren’t quite
sure what’s going to happen. We are prepared for more volatility. A little perspective
is also helpful. Market returns have been quite strong in recent years. It’s a great time
to revisit your plan and risk tolerances. It’s times like these where being a patient,
long-term investor can work to your advantage. 

Outlook


