
Domestic Equities

ICON had a good year in 2019.  We were correct in maintaining our bullish posture throughout.  Our steadfast sector tilt toward cyclical and 
economically sensitive sectors such as Information Technology, Industrials, Financials and Consumer Discretionary and our underweighting in Energy 
and defensive sectors like Consumer Staples and Utilities were rewarded.     

We contend that over this 10 plus year bull market, “buy & hold” has been among the most productive strategies.  It has not been easy as there have 
been many distractions and bothersome situations along the way.  In 2019, the market moved higher early in the year, then wobbled May through 
October only to spurt sharply higher in the fourth quarter.  Holding through the summer turbulence proved to be productive when the market broke 
out to the upside.  There will be a time for being defensive and holding cash, but we believe that is at least a year or more away.

Our market value/price (V/P) ratio of 1.13 tells us stocks, on average, are still priced below our estimate of fair value.  We do not see the euphoric-
driven over-pricing often seen at market peaks. To the contrary, jittery investors are still giving us an opportunity to buy stocks we believe to be priced 
“on sale.”   Based on value, we expect the market to move higher in 2020.  

In addition to value, there are a few conditions that can help support higher stock prices in 2020.  We will just mention two of them here; earnings 
and money supply.  A survey reported on Bloomberg of analysts who forecast earnings shows them calling for 10.6% year over year growth from 
2019 to 2020 for companies in the S&P 1500 Index.  To us, that seems adequate to support higher stock valuations.  As for the money supply, with 
the Federal Reserve lowering its Federal Funds target rate three times in 2019, the money supply, M1, is back growing again at an average to above 
average rate.  Value plus earnings growth  plus the money supply growing altogether make a good setting for owning stocks.  

We expect the sector leadership to be similar to what we have seen over the 10 plus years of this bull market.   From March 9, 2009, through 
December of 2019 the top four performing sector indexes have been Information Technology, Consumer Discretionary, Financials and Industrials.  
Based on value, we expect those four to be among the leaders in 2020.  

International Equities

Emerging markets broke out of a sluggish spring and summer and have led the global stock price advance the fourth quarter of 2019.  They got 
a boost from the announcement of a Phase One trade agreement between the U.S.A. and China.  The also got a boost from the US Dollar which 
weakened after being in an upward trend since spring of 2018.  Many emerging markets peg their currency to the US Dollar so a weaker US Dollar 
helps their exports.  Our international V/P is 1.11, so international stocks have the potential to advance in 2020 along with the U.S.. 

Bonds

During the summer of 2019, our commentary stated that the yield on the 10-year Treasury note seemed too low relative to inflation.   In late August 
the yield was briefly below 1.50%.  By December it has inched above 1.90%, a more sensible level in our view.  A survey of economists by Bloomberg 
is calling for inflation of 2.1% in 2020 and 2.0% in 2021, still putting the real return on the 10-year note below historic standards.  We see the potential 
for its yield to move a little higher over the coming year.

Summary
It has been quite a bull market for over ten years, but we do not see the behaviors often seen at peaks.  Just the opposite, with value, earnings and 
monetary policy working in our favor we believe the bull market can continue into 2020.
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The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. The risks of investing in international securities are greater for investments in emerging markets. 
Emerging market countries may experience greater social, economic, regulatory, and potential volatility and uncertainty than more developed countries. Investing in fixed income securities 
such as bonds involves interest rate risk. When interest rates rise, the value of fixed income securities generally decreases.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.

ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.

The unmanaged Standard & Poor’s (S&P) 500 Index is a market value-weighted index of large-cap common stocks considered representative of the broad market. The unmanaged Standard 
& Poor’s (S&P) Composite 1500 Sector Indexes track the performance of sectors that comprise the S&P Composite 1500 Index. Total return figures for the unmanaged sector indexes do 
include the reinvestment of dividends and capital gain distributions but do not reflect deductions for commissions, management fees, and expenses. 

M1 is one measure of the money supply that includes all coins, currency held by the public, traveler’s checks, checking account balances, NOW accounts, automatic transfer service accounts, 
and balances in credit unions.

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10-year U.S. Treasury note.
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