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With 2018 in the rearview mirror, investors are setting their sights on the year ahead. 
While overly precise prognostications tend to occupy the headlines, we believe it’s more 
productive for investors to ground themselves in the general economic and market  
environment. With that, we’ve developed our top 5 investment themes that may help  
illuminate the road ahead. 

1. The Late-Stage Expansion 
Should the U.S. economic expansion continue on its current path, it will reach its 10th 
birthday by mid-year and become the longest stretch of uninterrupted growth shortly 
thereafter. The economy is exhibiting classic signals that this expansion is in its later 
stages, including tight labor markets, modest inflation and GDP growth at or exceeding its 
potential. The natural question becomes, where is its end? Glenmede’s proprietary  
recession model, which is a mix of long-term excess indicators and near-term leading 
indicators, suggests a still modest 36% probability of recession within the next 12 months. 
This is, in part, a reflection of the rising risks in the late stage of the expansion. As a result, 
it makes sense to establish a defensive posture within equity allocations to account for 
these rising risks, while also offering upside participation should the expansion continue 
further.

2. The Not-So-Invisible Hand 
Adam Smith, the father of modern capitalism, referred to the “invisible hand” as the hidden 
force driven by the collective economic decisions of the crowds that allows an economy to 
reach equilibrium and thrive. Since the financial crisis of the late 2000s, however,  
governments have played an increasingly larger role in economies around the world, 
constituting the “Not-So-Invisible Hand” influencing economic activity. Increasing deficit 
spending in the U.S. should bring more fiscal stimulus in 2019 and the Federal Reserve 
appears that it may alter its path of regimented quarterly rate hikes this year. Along with 
a supportive regulatory regime, government influence should be a net positive for the 
domestic economy. However, ongoing trade disputes, particularly with China, may be a 
wildcard this year, as investors grapple with the uncertainty that protectionism may bring.
 
3. Diversification Fatigue 
At various points throughout the past year, the benefits of diversification were called into 
question by investors frustrated by the outperformance of specific subsets of the markets. 
In one case, the multi-year outperformance of the FAANG stocks (i.e. Facebook, Apple,
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Amazon, Netflix and Google) had some wondering why anyone would own anything else. 
The same could be said for a bevy of other high-flying growth stocks that outperformed 
their more traditional value counterparts. From a global perspective, 2018 capped off  
another year of U.S. equities’ outperformance of their international counterparts, marking 
the seventh year in the last ten where domestic stocks outpaced foreign. These phenomena 
tend to occur in cycles and should provide opportunities for investors among the list of 
shunned assets. 
 
4. Not All International Markets Are Equal 
Diversified investors are best served by selecting their equities from a global opportunity 
set. This includes a diverse set of countries, because not all international markets offer the 
same value as others. The forces that drive demand for oil and affect economies like Saudi 
Arabia do not necessarily correlate to the demands of the services economy that drives 
activity in Great Britain. In particular, corporate reform efforts coupled with attractive  
valuations may create opportunities for investors in Japanese equities. In addition, many 
emerging economies in Asia are catching up with the West via a boom in middle class  
population – increases in consumer spending in the region can be a net positive for those 
companies that cater to this rising demographic. 

5. Monitor, Monitor, Monitor 
Though it can be a healthy exercise to form expectations for the year ahead, nobody has 
the clairvoyance to accurately predict every twist and turn in the markets. The investment 
universe is an ever-changing landscape and conditions in both economies and markets can 
change relatively quickly. A lot can change over the span of a year, so investors would be 
wise to continually monitor the risks as they arise, as well as seek value opportunities with 
their investments. 
 
If you have any questions, don’t hesitate to contact your Relationship Team or email us at 
Top5@glenmede.com.

Glenmede’s Top 5 is intended to be an unconstrained review of matters of possible interest to Glenmede Trust Company clients and friends 
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