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Source: Wells Fargo Economics 

The Global Economy Remains Steady 

Last year’s trade war caused political uncertainty, erosion of business confidence, and a global 

manufacturing recession. To combat the slowdown, numerous central banks reduced interest rates or 

otherwise increased monetary support over the past six months. That stimulus seems to be winding its 

way through the system, and worldwide manufacturing activity seems to be bottoming.  
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While global trade issues weigh on manufacturing, services and consumer 

consumption maintain a positive growth trajectory. With trade deals slowly coming 

together, some indications in manufacturing reflect potential stabilization and  

improved, forward growth dynamics. 

Services & Retail Sales Remain Robust 

Source: Wells Fargo Economics 
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Given low inflation, central banks around the world had (and continue to have) 

cover to act quickly to support the economy, generally lowering interest rates and 

expanding the money supply.   

Low Inflation Gives Central Banks Cover to Stimulate 

Source: Bloomberg LP, IMVA 
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Market indicators appear healthy after bouncing from oversold conditions in 

December of 2018.  Technology stocks, as represented by the NASDAQ, are 

approaching overbought conditions.  

Technical Indicators Appear Healthy 

Source: Bloomberg LP, IMVA 
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Extreme sentiment measures often are contrary indicators. Despite the strong 

market, sentiment indicators generally hover in and around the “neutral” range.  

Individual investor sentiment, as represented by the AAII survey, remains well 

below “greed” readings. Lastly, the Put/Call ratios still show that investors are 

hedging for downside protection, not speculating on continued higher prices.    

Sentiment Is Surprisingly Neutral 

Source: Bloomberg LP, IMVA 
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The earnings multiple (P/E) for the S&P 500 Index, now 18.3x, stands well above the 5 and 10-year 

averages. For 2020, analysts project earnings growth of 9.6% and revenue growth of 5.4%; these 

assumptions appear to be priced into the market at present.  

U.S. Equities Appear Fully Valued 

Source: Factset, IMVA 
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Forward earnings estimates drifted lower in 2019 on concerns of decelerating trade, 

slowing global macroeconomics, and overall uncertainty.  Analysts now expect 

earnings to grow 9.6% in 2020.  Given the recent run-up in equities (and expectations), 

companies may be challenged in meeting the high bar which has been set. Earnings and 

guidance will tell the tale.   

Source: Factset, IMVA 

Earnings Are Expected to Rise Further in 2020  
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Overriding Themes 

• Last year’s trade war caused political uncertainty, erosion of business confidence, and a global 

manufacturing recession. To combat the slowdown, numerous central banks reduced interest rates or 

otherwise increased monetary support over the past six months. Low inflation gave them cover to do 

so. That stimulus seems to be winding its way through the system, and worldwide manufacturing 

activity seems to be bottoming.  

 

• While global trade issues weigh on manufacturing, services and consumer consumption maintain a 

positive growth trajectory. With trade deals slowly coming together, some indications in 

manufacturing reflect potential stabilization and improved, forward growth dynamics. 

 

• Market indicators appear healthy after bouncing from oversold conditions in December of 2018.  

Technology stocks, as represented by the NASDAQ, are approaching overbought conditions.  

 

• Despite the strong market, sentiment indicators are generally still in the “neutral” range. Individual 

investor sentiment, as represented by the AAII survey remains well below “greed” readings. And 

Put/Call ratios still show investors hedging for downside protection, not speculating on continued 

higher prices.  

 

• The earnings multiple (P/E) for the S&P 500 Index, now 18.3x, stands well above the 5 and 10-year 

averages. For 2020, analysts project earnings growth of 9.6% and revenue growth of 5.4%; these 

assumptions appear to be priced into the market at present. A high bar has been set. Actual earnings, 

along with updated guidance, will tell the tale. 
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Disclosure: 

Investment Management of Virginia, LLC 2020.  The information contained herein has been obtained from sources believed to be reliable, but 

is not necessarily complete and its accuracy cannot be guaranteed. No representation or warranty, expressed or implied, is made as to the 

fairness, accuracy, completeness, or correctness of the information and opinions contained herein. The views and the other information 

provided are subject to change without notice. This report and the others posted on www.imva.net are issued without regard to the specific 

investment objectives, financial situation, or particular needs of any specific recipient and are not to be construed as a solicitation or an offer to 

buy or sell any securities or related financial instruments. Past performance is not necessarily a guide to future results. Company fundamentals 

and earnings may be mentioned occasionally, but should not be construed as a recommendation to buy, sell, or hold the company’s stock. 

Predictions, forecasts, estimates for any and all markets should not be construed as recommendations to buy, sell, or hold any security--

including mutual funds, futures contracts, and exchange traded funds, or any similar instruments. The text, images, and other materials 

contained or displayed on any Investment Management of Virginia, LLC product, service, report, email or website are proprietary 

to Investment Management of Virginia, LLC and constitute valuable intellectual property. No material from any part of www.imva.net may be 

downloaded, transmitted, broadcast, transferred, assigned, reproduced or in any other way used or otherwise disseminated in any form to any 

person or entity, without the explicit written consent of Investment Management of Virginia, LLC. All unauthorized reproduction or other use 

of material from Investment Management of Virginia, LLC shall be deemed willful infringement(s) of this copyright and other proprietary and 

intellectual property rights, including but not limited to, rights of privacy.  Investment Management of Virginia, LLC expressly reserves all 

rights in connection with its intellectual property, including without limitation the right to block the transfer of its products and services and/or 

to track usage thereof, through electronic tracking technology, and all other lawful means, now known or hereafter devised.  Investment 

Management of Virginia, LLC reserves the right, without further notice, to pursue to the fullest extent allowed by the law any and all criminal 

and civil remedies for the violation of its rights. The recipient should check any email and any attachments for the presence of viruses. 

Investment Management of Virginia, LLC accepts no liability for any damage caused by any virus transmitted by this company’s emails or 

website.  Additional information available on request. 


