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Everyone knows that to do great work you need both 
natural ability and determination.  But there’s a third 
ingredient that is not well understood: an obsessive interest 
in a particular topic.  There is no education quite like that 
of experience.  If my 20’s and 30’s taught me anything, 
it’s that you can’t rush experience...it will arrive in its’ own 
time.  While I firmly believe there are no short cuts to true 
understanding in any discipline, I also believe a deep study 

of history can help you avoid a forced tutorial in the “school 
of hard knocks”.

The final quarter of 2019 proved to be an extension of 
the previous three: scary headlines, social unrest, eroding 
economic data, and of course, strong market returns.  As 
a former hockey coach, I think it’s important to review 
“the tape” after any big game.  By any measure, 2019 was 
certainly one of the biggest “games” of this cycle.

The Sum of Our Learning 

Summary of Dollars and Data in 2019

With these points as a backdrop, here’s how financial markets reacted:

(Source: Morningstar)

     4Q2019   FY2019

S&P 500       8.53%    28.88%

Russell 2000       9.94%    25.52%  

EAFE        8.75%    22.04%

Barclays Agg Bond Index     0.18%    8.71%

1. Growth – US GDP continued to slow throughout 
the year and was down considerably from 2018.  
Economic growth climaxed in 2018 at 2.93%.  We 
will get the final number on 2019 GDP in January, 
but our best estimates for 2019 Real GDP is: 1.88%. 
(Source: Hedgeye) 

2. Manufacturing Data – Industrial production data 
went negative for the first time in this cycle, and 
manufacturing PMI’s are sitting at their lowest levels 
in over 10 years. 

3. Employment – The lone standout in terms of 
economic data is the fact that unemployment has 
fallen to an incredible 3.6% (lowest unemployment 
rate in over 50 years).  Further, we are finally seeing 
a tick up in wages which has eluded the recovery up 
until this year. 

4. World and Domestic Politics – In this area, we try 
our best to be agnostic and apolitical.  But ignoring 
the geopolitical events, risks and the ramifications 
of the social unrest across the globe is impossible.  
Without getting dragged into the weeds, the current 
atmosphere undoubtedly introduced a generational 
level of uncertainty and angst in 2019.  See chart 
below:

“Learning deeply means learning slowly.” - David Epstein
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2020 Key Forecast Trends

1. Financial markets continue to be buoyed by signs 
of an extended truce in the US-China trade war and 
tentative hopes that manufacturing PMI’s (which 
have recorded their worst readings in 10 years) may 
begin to stabilize. 

2. But stabilization is not the same as recovery, and 
though the economic data may not be plummeting, 
we are unfortunately engaged in an environment 
where industrial production is contracting. 

a. The concern here is that weak manufacturing 
output can lead to a spillover into rising 
unemployment, falling investment and a 
deterioration of the broader economy. 

3. Nor are we convinced that the recent developments 
on the trade front will lead to a spontaneous 
recovery in output.  That’s partly because of the 
lingering risk of failure, but also because it will 
take more than a fragile truce to lift the cloud of 
uncertainty weighing on global output.  

4. Looking forward, we expect global growth to 
remain weak, while inflation extends its’ recent 
acceleration.  In DBR & CO nomenclature, we call 
this stagflationary environment “Fall”.  We are late 
stage in this economy.  Perhaps not on the precipice 
of recession, but we are getting closer.  

In this environment where growth is slowing, valuations are stretched, uncertainty and risks abound, we’d recommend 
leaning on both history and the sum of our experience.  From a positioning standpoint caution and conservatism should 
be rewarded.  From an emotional point of view, I’ll share the “easier said than done” gem I always stressed with my 
players: “Don’t let your highs get too high, or your lows to low”.  To learn more about our Four Seasons process, go to 
www.dbroot.com/asset-management.

With every good wish to you and your loved ones we hope 2020 brings you good health, happiness and prosperity.
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