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Equity markets are near their highs, driven by strong earnings growth and solid                     

economic performance. However, in the 10th year of the economic expansion, some caution 

or awareness seems warranted. At best, investors should remain disciplined in their asset         

allocation:

1. Maintain a Full/Neutral Weighting to Equities.
Given the economic expansion is likely to continue, investors should maintain a full/

neutral weight to equities to benefit from the ongoing growth. Eventually, valuations will                

moderate, but in the meantime, valuations can remain expensive and equities can continue to            

outperform.

2. Utilize Defensive Equity Strategies in the U.S.
Unable to perfectly predict the timing or cause of a downturn, investors should deploy 

defensive strategies within their equity allocations to build in protection on the margin. 

Defensive equity strategies invest in portfolios of stocks or companies that are inherently 

more stable than the broad equity market and experience smaller declines during difficult 

economic and market periods.

3. Tilt Equity Portfolios Toward Value from Growth.
The stock market is becoming quite concentrated in a select group of growth names, and 

investors appear overly willing to invest in growth stories across the capitalization spectrum. 

Such distortions in the equity markets are meaningful enough to merit incremental action 

but have yet to reach extreme levels. As a result, investors should begin to shift allocations 

toward the value side of the spectrum slowly, mindful that distortions have the potential to 

be surprisingly persistent. 

Reasons to Remain Disciplined at this 
Stage of the Bull Market
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4. Invest Abroad Opportunistically.
While the U.S. equity markets are expensive, international markets remain more fairly valued.  

In fact, there remain pockets of relative value in international markets like Japan. Japan has 

been shunned by investors for decades, but may be preparing to redeem itself. Corporations in 

Japan have a renewed emphasis on shareholder friendliness and capital efficiency that has led 

to an impressive rise in profits.  

5. Balance Out Portfolio Risk with Fixed Income and Absolute Return.
At this stage of the cycle, investors should also utilize a reasonable amount of protective 

investments. Alternatives such as absolute return or hedge funds, as well as fixed income, 

can balance out overall portfolio risk. Such investments should provide a much-needed                

counterbalance within portfolios if an unexpected downturn were to occur.

To learn more, read our latest Market Insights: Market Excesses and Irrational Behavior

If you have further questions, don’t hesitate to contact your Relationship Team or email us at 

Top5@glenmede.com.
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