
 2019 Market Outlook 

Introduction 

As we look ahead to 2019, the natural question is how long can the good times 

last. U.S. growth is likely to slow next year, from a recent pace of 3.5% to between 

2%-2.5% by the end of 2019. We expect tighter financial conditions and a fading 

fiscal stimulus to be the key drivers of this deceleration. While history suggests 

that there are still attractive returns to be had in the late stages of a bull market, 

the transition away from quantitative easing and towards quantitative tightening 

(QT) has contributed to broader investor concerns. Many equate this new 

environment to walking on an investment tightrope without the liquidity safety 

net that has been present for over a decade. The undercurrent of QT will be a 

major factor affecting all asset classes in 2019, as it was in 2018.  

According to BlackRock, the world’s largest asset manager,1 2018 could be the first 

year in a quarter century that global stocks and bonds both finish in the red.2 

Despite the market correction, most money managers, including ourselves, find 

that U.S. economic fundamentals remain solid overall. Unemployment is at its 

lowest level in nearly half a century (49-year low) and still growing above potential, 

wages continue rising, and the dollar remains strong. Markets, in turn, are reacting 

with higher volatility and expectations of lower future returns across all asset types 

as central banks withdraw liquidity from the economy. 

Dimming the dials, which tune our exposure in portfolios, makes for a better 

investor experience as the landscape shifts. For 2019, we are dialing up high rated 

fixed income exposure (the tried and true diversifier in a downturn) and dimming 

down credit risk. Equity valuations are back in line with post-crisis averages in 

developed markets and look particularly attractive in the emerging world. During 

2018, the S&P 500 Price-Earnings (PE) market multiple contracted from 18x (on 

the all-time high day of September 20th, 2018) to 15x today, while earnings grew 

by over 20%.3 We are maintaining equity exposure, however, given the 

outperformance of the U.S. throughout most of the bull market and depressed 

valuations abroad, investors should consider increasing international exposure, 

especially emerging markets (EM), back to a neutral position. 
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 US economic fundamentals remain

strong, and we do not expect a

recession in 2019.

 Federal Reserve continues to

withdraw liquidity from the economy

with interest rate hikes and

Quantitative Tightening. 

 Volatility has been unusually high in

the past 3 months, and we expect this

to continue into 2019.

 Diversification through quality fixed

income is important.

 Traditional asset classes will post

positive, albeit low, returns. Cash and

alternative investments should be

overweight.

For more on how we are positioning our 

portfolios, please contact your investment 

advisor or: ideas@bigsurpartners.com 
1
 Statista Banks & Financial Services, “Largest Asset Management Companies Worldwide,” September 2018 

2 
Blackrock Research, “Seeking an Alternative” 

3 Barron’s, “Three Major Stock Indexes Enter Correction,” December 17, 2018 
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Lastly, we are staying diversified. As we move closer to the next recession, volatility is likely to remain 

elevated. Having well thought-out plans that adjusts to the risk tolerance of each client can prevent 

behavioral biases from taking a hold and hurting returns. For this, we recommend adding exposure 

alternative investments from top-tier managers, as well as increasing hedge assets in the portfolio. We go 

into detail regarding our strategic and tactical portfolio positioning throughout this Thinking Man.  

Deceleration, Not a Recession 

Our view is that although we are in the late stages of this economic cycle in the U.S., what we are 

witnessing is a deceleration in growth and not the beginning of a recession. Earnings and economic 

growth have seemed to plateau, but have not raised the notable red flags that precede a recession. For 

now, neither overheating risks nor financial imbalances—the classic causes of U.S. recessions—look 

worrisome. As a result, the expansion is on course to become the longest in U.S. history next year, and 

even in subsequent years recession is not our base case.  How worried should we be about recession risk? 

While overheating risks could emerge down the road, they look quite limited for now: core inflation is at 

2%, trend unit labor cost growth is at 2%, and both household inflation expectations and market-implied 

inflation compensation are below average. We also see little risk from financial imbalances at the 

moment. At a high level, the private sector financial balance—a very good predictor of recession risk—

looks quite healthy. We believe these are challenging times, but it is important to remain disciplined in 

our approach.  

Higher Volatility & Asset Class Correlations 

Volatility rose during 2018 after many years of being in the doldrums. The past 3 months have been 

unusually volatile. October was the worst month for equities in six years, and the S&P 500 is down around 

7.6% in December alone (the worst performance seen in this month since 1931, during the Great 

Depression).  

During 2018, the S&P 500 has seen a double-double-digit drawdown for the first time since 1990 – that is 

when the index falls 10%, regains those losses, and then falls 10% again. It is not only equities that have 

been hit – a recent study conducted by Deutsche Bank shows just how broadly this market has been 

affected with 90% of the 70 global asset classes they track posting negative returns for the year, the 

highest percentage since 1920 (see below).4

4
DB Research, “Economics Early Morning Reid,” November 1. 2018 
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We expect this volatility to persist throughout 2019, primarily driven by the following persistent risks: 

 Market Risks – Earnings growth slowdown, and potential credit events triggered by over-levered

corporates and hedge funds

 Event Risks – Eurozone growth disappointment and the impact of the US-China trade war.

 Liquidity Risks – Federal Reserve (Fed) tightening too quickly and the commencement of the

European Central Bank’s (ECB) tapering program

At this time of the year, we engage in the task of compiling the next year’s views of major banks and 

independent researchers. This exercise serves not only as a tool to gauge the market’s sentiment for the 

coming year, but also as a starting point to form our own outlook. The table below summarizes the 2019 

views of the major research providers. The green squares indicate that the research provider is mostly 

Total Return Performance of Major Global Financial Assets YTD* 

Source: Deutsche Bank Global Research  
*YTD as of Nov 1st, 2018
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recommending an overweight on that asset class, while the yellow means they suggest a neutral 

approach, and the red that they suggest an underweight on that asset class.5

There is no clear consensus for next year. Banks are inclining towards holding cash and T-bills, as well as 

government bonds – asset classes that are useful in times of high volatility. Credit is an asset class which 

banks have not reached an agreement about, however the main takeaway is that Non-Us Investment 

Grade credit is an underweight, as well as Non-US High Yield. Bank analysts are particular bullish in 

equities, believing that a recession will not happen until 2020. They are all very positive about EM equities. 

Analysts are neutral in the U.S dollar, since it might get stronger in 2019, but then can potentially get 

weaker in the second half of the year. Banks are also neutral on commodities, since for example, oil’s 

prices might go up because of restricted supply, but the last year has shown how geopolitical pressures 

might have a negative effect on the price of this commodity. 

Strategic & Tactical Portfolio Positioning 

Cash 

Cash is on track to be one of the best-performing asset classes in 2018. Higher interest rates are making 

it justifiable to put funds on the sidelines again, with positive real and absolute rates above 2%. Last week 

alone, assets in money market funds increased by $93 billion, and total assets in those funds now stand 

at over $3 trillion. According to a report from Merrill Lynch, if cash manages to outperform stocks and 

bonds this year, that would mark the first time since 1992.6

This marks a sharp contrast from the post 

crisis era, where cash generated next to 

nothing – a recent article in the Wall Street 

Journal presents this point eloquently: “A person 

who invested $100 in the S&P 500 about 10 years 

ago would have about $396 by now, compared 

with roughly $104.50 on the same investment in 

cash”7.

This year has been different, with a 3-month U.S. 

Treasury Bill yielding nearly 2.4%, and a 1-year 

U.S. Treasury yielding nearly 2.7% (both cash 

equivalents).  

5 BigSur gathered this data from Investment Banks and Independent Research providers and assigned values to 
each asset class according to this data. Please see Important Disclosures on Page 12.  
6
Merryl Lynch 2019 Outlook 

7 WSJ, “Cash Is a Star in Rocky Year for Global Markets” December 4. 2018 

Bill Returns Climb Above Dividend Yields

Source: Bloomberg / Financial Times 
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Equities 

Equity valuations are back in line with post-

crisis averages in developed markets. As 

mentioned in the intro, in 2018 the S&P 500 

PE market multiple contracted to 15x, from 

18x. However, earnings grew by over 20%. 

2018 was a bull market for earnings, yet a 

bear market for multiples.  

In the short term, we believe the market is 

looking to establish a low of 2,460 for the 

S&P 500. Our view is that we are near a 

tradeable buying low, but that the market 

may retest this level. We might need to see 

capitulation, which has clearly not yet 

occurred (based on convergent technical 

data), and perhaps some kind of trigger for that capitulation to get started.  We do not discard the 

possibility of a kind of credit event (from a corporate or a hedge fund) being the “trigger” of that 

capitulation, like the Long-Term Capital Management event in 1998.  Capitulation will wash out positions 

and prepare the market for a recovery. 

In a 2019 environment of quantitative tightening, we believe earnings will grow at a slower (albeit 

decent) rate of 5-10% from the 20-25% growth in 2018, partly because companies will be losing the year-

over-year boost from this year’s tax cut.  

With the Fed Funds rate still hiking and uncertainty over trade tensions still present, the short-term path 

will likely stay volatile. However, we think that any weakness should be bought into in preparation for a 

better year ahead. We believe that U.S. equities could gain between 5 to 10%. The cure for volatility in 

equities is to go up the market cap and trim higher risk assets, focusing instead solely on high quality blue-

chip names.  

Our tactical call for equities is to increase exposure in emerging markets specifically, back to a neutral 

position. EM valuations are significantly more attractive and economic growth at over 2x the rate of 

developed countries growth. The equity market is down from 13x to currently trading at 10.3x forward 

earnings, as measured by the MSCI EM index.8 This has created attractive entry points for investors who 

are looking to buy the dip after a bear market. The Vanguard FTSE Emerging Markets exchange-traded 

fund has already dropped more than 15% YTD. Given that the bear market in EM assets happened before 

most other asset classes, we think that we are near the end of the EM downturn.  A plateauing US Dollar 

8
Financial Times, “Sell-off shunts some emergring markets into bargain territory,” December 2, 2018

S&P 500 EPS Actual 1Q16-3Q18; Consensus 4Q18-4Q19

Source: J.P. Morgan US Equity Strategy & Global Quantitative Research, Thomson EPS
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and US rates peaking during 2019, might be very bullish for emerging market assets.  If the U.S. dollar 

were to soften, we would expect positive impacts and inflows for EM.   

Fixed Income 

The Fed has hiked the Federal Funds rate a total of four times in 2018 and has indicated two more in 

2019, for a total increase of +150 bps. It is important to keep in mind that this is not the only tightening 

occurring – against a global backdrop, the U.S. dollar has also strengthened. Fed balance sheet drain is 

additionally proceeding at a gradual pace.  Fed rate hikes and other tightening already look to be biting in 

the interest-rate-sensitive sectors (such as housing, autos, capex) in the U.S. With jobless claims ticking 

higher, there seems to be little reason to rush additional tightening in 2019, especially until trade 

uncertainty and other political wrangling is resolved. Those on the other side of that argument pose an 

interesting point – that Fed Chairman Jerome Powell is looking beyond the current expansion towards the 

next recession and what the Fed will do then, as they will need more firepower to respond successfully. 

Historically, the Fed has tackled recessions by cutting policy rates by 400-500 basis points. In this 

environment, the Fed neutral rate will be in the 3% area. 

Bonds are looking more attractive, 

both as a source of income and as 

portfolio ballast against any late-

cycle growth scares. Bonds should 

be more effective portfolio shock 

absorbers in 2019, and we 

recommend following a barbell 

approach. The barbell approach 

entails exposures to government 

debt (for positive real income and as 

a portfolio buffer), twinned with 

high-conviction alternative assets 

that offer attractive risk/return prospects. Examples of this might be high quality preferred shares of 

Financial Institutions; lending against Real Estate assets; and Corporate Mezzanine Private Debt with 

strong covenants.  

For U.S. government bonds, we believe it makes sense to stay short duration (2 to 3 years), but to start 

gradually extending it throughout 2019. For European government bonds, we believe Italy is a short, and 

that France offers better value when compared to German Bunds.  

We believe outflows in Investment Grade will continue into 2019, as the Fed continues tightening and 

investors continue de-risking their bond portfolios. In the late-stages of a market cycle, excess corporate 

debt typically leads to a strong and negative backlash. Corporate debt as a percentage of U.S. GDP is at 

a record high, as S&P 500 companies have added more than $1 trillion in debt over the past five years 

Yielding More

Source: BlackRock Global Investment Outlook 2019 / Thomson Reuters 
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alone. Higher rates are sure to hurt earnings as corporations try to refinance, and 1/3 of all triple-C rated 

high-yield U.S. debt needs to be refinanced over the next four years.  

Investors worry that a panic in the bond market can potentially spill into equities. U.S. corporate bond 

yields have been climbing steadily to an 8-year high of 4.36%, inflicting a 3.9% loss for investors so far in 

2018 (the worst since 2008).9 This is even more worrisome for high yield, as investors contemplate 

trimming down this riskier strategy and rotating into safer, higher quality assets.  

We are also overweight EM in fixed income, but reiterate the importance of holding only high quality 

names and focusing mainly in sovereign not corporate credit with higher idiosyncratic risks.  The spread 

between sovereign emerging market Eurobonds over U.S. Treasuries has climbed to about 400 basis 

points. 

Alternative Investments 

We recommend selectively increasing exposure to alternative investments in order to construct a highly 

resilient and diversified multi-asset class portfolio. Adding alternatives to a traditional investment 

portfolio helps in reducing market volatility given the lower correlation to equity markets, and their 

illiquidity provides stability from investors rushing to the exits which in many cases can lead to making 

poor investment decisions.  

Many alternative investment strategies, such as real estate, private debt and infrastructure, invest into 

income producing assets, which help provide steady cash flows for the portfolio even in times of stress. 

These strategies can be seen as a fixed income diversifier, and in many cases, these underlying securities 

hold stronger covenants and collateral than those found in bond markets.  

Private equity firms (including growth and 

venture strategies) acquire financial 

interests in companies with the intention of 

creating value through operational 

improvements, institutional oversight, talent 

recruitment, and both organic and inorganic 

growth. PE firms operates in less efficient 

markets, and performance is heavily 

influenced by manager expertise. According 

to a 2018 JP Morgan report, PE returns have 

outperformed public equities over the past 

5 to 20-year periods, with estimates showing 

that PE has generated a 14.4% annual return 

over the past 15 years compared to an 8.8% 

gain for the MSCI World Equity index.  

9
FT, “Credit Faces Worst Year Since 2008 as Strains Intensify,” November 30. 2018

Public v. Private Equity Returns 

Source: J.P. Morgan Global Buyout & Growth Equity Data  (data as of 12/31/17) 
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Private equity firms also have the ability to deploy capital in difficult moments given their access to cash 

reserves or liquid assets, commonly referred to as “dry powder”. from committed investors, allowing 

them the flexibility to take advantage of market turbulence and acquire companies at attractive entry 

multiples. Essentially, PE firms can be buyers when others are selling. Given the lack of mark to market 

pricing and potential fund outflows, private equity is seen as a good diversifier to traditional equity 

exposure.  

 

Looking ahead into 2019, endowments and foundations expect private equity to outperform over the 

next 12 to 24 months relative to other investments, according to a recent Bloomberg survey conducted 

by NEPC, an independent consulting firm that caters to more than 100 such institutions with total assets 

in excess of $60 billion. 

 

As referenced above, it is important to keep in mind that alternative investment managers will want to 

deploy capital in moments of market stress – therefore, investors should hold a healthy amount of cash 

in order to honor their liabilities without detrimentally impacting portfolios. If equities or fixed income 

securities are ever trading near their lows, it would be a pity to have to sell those positions to cover capital 

calls instead of being able to hold them and wait for a recovery.  

 

Gold 

Gold, which is inversely correlated to stocks and bonds, is down 4% YTD10. As investors place their money 

in more defensive positions in anticipation of the next recession, gold prices could rebound. We believe it 

might be a good asset to hold, particularly nearing the end of 2019 as part of our hedge portfolio.  

According to Goldman Sachs Research, in the first 30-40 days of an equity sell-off, the average hedge 

response of gold tends to be quite small, but by the time the 

market has hit its trough, historically gold has been up 7.5%. Gold 

tends to underperform other safe-haven assets in the short-

term, usually taking a month or so before starting to act like a 

true hedge. The reason for this is that gold is primarily a hedge 

against systematic risk – therefore if a sell-off is technically-

driven, it will protect a portfolio but to a lesser extent than if it 

were fundamentally-driven. 

 

It isn’t clear that there is any intrinsic value as gold provides 

neither yield nor cash flows, but if rates do go up and lead to a 

genuine slowdown in the economy, there may be a rise in 

recession concerns (this is not our base case, but it is important 

to always be prepared). A global slowdown paired with 

                                                 
10 Barron’s, “Gold, Copper Could Lead Commodities in 2019,” December 17. 2018 

Source: BCA Research 2019 Key Reviews 

Gold Will Shine Brighter After Dollar Peaks 
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geopolitical uncertainties could cause investors to rush to safe-haven assets. Under these circumstances, 

gold would serve as a strong portfolio buffer.   

 

According to BCA Research’s yearly outlook, gold prices typically fall when the dollar is strengthening (see 

chart to the right). However, once the dollar peaks and inflation moves higher, gold should become a 

strong performer in the second half of 2019.  

 

Oil 

The other commodity in focus for 2019 is oil, given its sharp decline of nearly 40% since the start of 

October. Investors have become fearful about how slower global growth will impact supply and demand 

dynamics. In early December, OPEC agreed to cut production by a total of 1.2 million barrels a day starting 

in 2019, which helped temporarily bolster crude prices. The increase was short-lived as investors became 

fearful of excess supply levels, primarily led by forecasts of stronger U.S. and Russian output levels. 

Analysts are predicting that the initiatives taken by OPEC and its affiliates are not sustainable.  

 

We witnessed a similar story in 2014. Oil 

prices were at record highs, which began to 

negatively impact the economies of oil 

importers such as the United States and 

Canada. To combat this, the North 

American countries began to increase oil 

production from shale formations through 

fracking, significantly lowering exploration 

and extraction costs with modern 

technologies. This led to an oversupply in 

the global oil market, as Saudi Arabia 

(which holds the largest oil reserves) 

decided to maintain its production levels to 

not cede market share. Oil then crashed 

below $30 at its lowest point. Saudi Arabia had hoped that lower oil prices would make shale production 

in North America unprofitable, forcing them to cease their efforts.  

 

Since then, asset managers in the energy sector began creating technological advancements to improve 

margins, which significantly lowered the price at which shale production could be a profitable alternative.  

Our investment thesis in 2014 was to invest in the North American oil and gas space through an 

established private equity group, which as mentioned before, is less subject to market volatility and can 

better capitalize on market dislocations. This month, we finalized our second commitment to the same 

strategy and manager as we believe this story is likely to repeat itself.  

 

Oil YTD Performance (WTI Crude Futures & Brent) 

Source: Bloomberg, Nymex, ICE Futures Europe 
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We believe oil and gas will continue to play an important role in the petrochemical and transportation 

industries, where renewables (such as solar and wind) and batteries are unlikely to be competitive. 

Although renewables will significantly impact the oil and gas landscape over the long-term, we believe 

that they will not be replaced entirely – especially not over the course of ten years (the life of this fund). 

We also believe that the top-tier private equity managers in the oil and gas sector will be able to navigate 

through these changing market dynamics successfully, as the manager we committed capital to has done 

for over 30 years, without ever posting a negative performing fund.  

Conclusion 

As investors, we’ve always said that managing money is both an art and a science. Two investing principles 

are more relevant today than ever: patience (the art) and asset allocation (the science). Peter Lynch, the 

legendary investor, once stated that “Far more money has been lost by investors trying to anticipate 

corrections, than lost in the corrections themselves.” Investors must resist the natural human bias to 

react, and instead focus on the things that are within their control. In our view, what we can control is our 

asset allocation – building diversified multi-asset class portfolios.  It is critical for our investors and clients 

to avoid behavioral biases from taking a hold and hurting portfolio performance at a time where volatility 

is in a path towards normalization. 

BigSur – Strategic Asset Views 

Summary BigSur View11 

Underweight Neutral Overweight 

Cash 
4 

Government Bonds 
2 

Credit 
1 

Equities 
2 

US Dollar 
2 

Commodities 
1 

Alternatives 
3 

11 Note: The strategic asset views represent BigSur's overall asset weighting by general asset class, which may be impacted by individual 
investor risk tolerance, characteristics, portfolio weighting, time horizon, etc. – which should be assessed and individually analyzed accordingly. 
See Important Disclosures in Page 12. 
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Views by Strategic Asset Class12 

Underweight Neutral Overweight 

Cash 
4 

Fixed Income 

Government Bonds 
2 

US 
2 

EU 
1 

Credit 
2 

US IG 
2 

Non-US IG 
0 

US HY 
1 

Non-US HY 
2 

Bank Loans (HY FRNs) 
3 

Munis 
3 

Emerging Markets 
2 

Equity 

Equities 
2 

US 
2 

Large Cap 
2 

Small and Mid Cap 
2 

Europe 
2 

Asia 
2 

EM 
3 

US Dollar 
2 

Commodities 
1 

Alternative Investments 

Alternative Investments 
4 

Real Estate 
2 

Private Equity 
2 

Private Debt 
4 

Hedge Funds 
1 

12 Note: The strategic asset views represent BigSur's overall asset weighting by general asset class, which may be 
impacted by individual investor risk tolerance, characteristics, portfolio weighting, time horizon, etc. – which 
should be assessed and individually analyzed accordingly. See Important Disclosures in Page 12. 
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Important Disclosures 

This material is distributed for informational purposes only. The discussions and opinions in this article are for general information only 
and are not intended to provide investment advice. While taken from sources deemed to be accurate, BigSur Wealth Management, LLC 
(“BigSur” or the “Adviser”) makes no representations about the accuracy of the information in the article or its appropriateness for any 
given situation. Certain information included in this article was based on third-party sources and, although believed to be reliable, it has 
not been independently verified and its accuracy or completeness cannot be guaranteed. Any statements regarding future events 
constitute only subjective views or beliefs, are not guarantees or projections of performance, should not be relied on, are subject to 
change due to a variety of factors, including fluctuating market conditions, and involve inherent risks and uncertainties, both general and 
specific, many of which cannot be predicted or quantified and are beyond our control. Future results could differ materially, and no 
assurance is given that these statements are now or will prove to be accurate or complete in any way. This article may include forward-
looking statements. All statements other than statements of historical fact are forward-looking statements (including words such as 
“believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe that the expectations reflected in such 
forward-looking statements are reasonable, we can give no assurance that such expectations will prove to be correct. Various factors 
could cause actual results or performance to differ materially from those discussed in such forward-looking statements. BigSur shall not 
be responsible for the consequences of reliance upon any opinion or statements contained herein, and expressly disclaim any liability, 
including incidental or consequential damages, arising from any errors or omissions. 

The companies discussed herein, are for illustrative purposes only and do not represent past or current recommendations by BigSur. This 
article is not intended to provide personal investment advice and it does not consider the specific investment objectives, financial 
situation and the needs of any specific investor. Views regarding the economy, securities markets or other specialized areas, like all 
predictors of future events, cannot be guaranteed to be accurate and may result in economic loss to the investor. Any securities or 
products referenced BigSur believes may present opportunities for appreciation over the subsequent time periods. BigSur closely 
monitors securities discussed and client portfolios and may make changes when warranted because of evolving market conditions. There 
can be no assurance that the securities and performance included or referenced in the article will remain the same and investment 
strategies, philosophies and allocation are subject to change without prior notice. Specific securities or companies identified and 
described may or may not be held in portfolios managed by the Adviser and do not represent all the securities purchased, sold, or 
recommended for advisory clients. The reader should not assume that investments in the securities identified and discussed were or will 
be profitable. BigSur may change its views on these securities at any time. There is no guarantee that, should market conditions repeat, 
these securities will perform in the same way in the future. Any referenced securities and their respective returns reflect the 
reinvestment of income and dividends, but do not consider trading costs, management fees, and any other applicable fees, expenses, 
and various factors including account restrictions, guidelines, the timing of investments, and cash flows that may affect the investor’s 
actual return and performance. Please refer to Part 2A of BigSur’s Form ADV for a complete description of fees and expenses. 
Hypothetical performance results may have inherent limitations. 

The returns and references to the S&P 500 Index, MSCI USA Index, and MSCI World ex USA Index are provided for informational purposes 
only. The S&P 500 Index is a market-capitalization weighted index containing the 500 most widely held companies chosen with respect 
to market size, liquidity, and industry. The index is calculated on a total return basis with dividends reinvested.  The MSCI USA Index is 
designed to measure the performance of the large and mid-cap segments of the US market. With 626 constituents, the index covers 
approximately 85% of the free float-adjusted market capitalization in the US.  While the MSCI World ex USA Index captures large and 
mid-cap representation across 22 of 23 Developed Markets (DM) countries*--excluding the United States. With 1,016 constituents, the 
index covers approximately 85% of the free float-adjusted market capitalization in each country.  The S&P 500 Index, MSCI USA Index, 
and MSCI World ex USA Index were selected are referenced to allow for comparison of the performance of certain market conditions to 
well-known and globally recognized indices. Comparisons to indices in this material have limitations because indexes have volatility and 
other material characteristics that may differ from the referenced strategy or security.  In addition, the volatility and securities of the 
indices may be materially different from that of an investor. Therefore, actual performance may differ substantially from the 
performance of any referenced index). Investors should be aware that the referenced benchmark funds may have a different 
composition, volatility, risk, investment philosophy, holding times, and/or other investment-related factors that may affect the 
benchmark funds’ ultimate performance results. Due to these differences, indexes should not be relied upon as an accurate measure of 
comparison and are for informational purposes only. Unless noted otherwise, all index returns are denominated in U.S. dollars. 

Target exposures included in this article may differ between clients based upon their investment objectives, financial situations and risk 
tolerances. Investments in general involve numerous risks, including, among others, market risk, default risk and liquidity risk. No security 
or financial instrument is suitable for all investors. Securities and other financial instruments discussed in this article, are not insured by 
the Federal Deposit Insurance Corporation (“FDIC”). The income and market values of the securities stated on this article may fluctuate 
and, in some cases, investors may lose their entire principal investment. Past performance is not indicative of future results. This 
information is highly confidential and intended for review by the recipient only. The information should not be disseminated or be made 
available for public use or to any other source without the express written authorization of BigSur. Such distribution is prohibited in any 
jurisdiction dissemination may be unlawful. Please contact your investment adviser for advice appropriate to your specific situation. 


