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In last week’s episode of the “Behind the Markets” podcast, I was joined by Gene Goldman, director of research and
CIO of Cetera Investment Management. Our discussion ranged from Goldman’s role at Cetera to recent trends in
emerging markets and macro data that might portend a U.S. recession.

 

After graduating from an engineering school, Goldman switched into finance and pursued an MBA, but his engineering
background provides a strong foundation for analyzing numbers and market trends. Spending his early career working at
two independent broker-dealer firms in Boston, Goldman then found his way to Cetera Investment Management.

 

Directing research while serving as CIO, Goldman believes Cetera’s strong value proposition stems from its 7,700
advisors and its $250 billion of assets under advisement. Cetera provides an extensive network of tools that allows the
team to be proactive in helping clients reach their long-term financial goals. It emphasizes financial planning when
formulating investment strategy, and from there Goldman’s team offers research on the markets, portfolio optimization
and security analysis.

 

Goldman describes Cetera’s general economic sentiment as “cautiously optimistic,” mentioning that despite the correcti
on last December it remains confident there will not be a trade war, an upcoming recession or further rate hikes in 2019.
With the S&P 500 up 13% when we had our discussion, Goldman sees all of those factors being entirely priced into the
market, and he is interested to see what forces will drive it going forward.

 

Goldman sees few forces to push the market forward in 2019, coupled by 3% expected earnings growth, weak
manufacturing and consumer data reports and weakening auto and housing markets. Goldman is thus keeping a close
eye on recession indicators. Traditionally, surges in oil prices and large amounts of corporate debt have sent the
economy down. Goldman notes, however, that oil prices have been down year-over-year while his corporate debt
indicators are below their longer-term averages.

 

In current market conditions, Goldman likes that the U.S. market has decoupled from weaker global markets and is
ratcheting down growth exposure by getting out of sectors analogous with growth. In fixed income, Cetera is generally
under-weight in credit as it doesn’t believe the narrow spreads justify the risk. Likewise, the recent flattening of the yield c
urve and subsequent inversion between the 3-Month bill and 10-Year bond leaves no incentive for duration. This has led
Cetera into U.S. Treasuries.

 
On a global front, Goldman believes the issues with the markets, economies and demographics in both China and the
U.S. will force a trade agreement. In an attempt to diversify, he likes developed global markets such as the EU and Japan
because the negative performance and outlook are already priced in. This has led to undervaluation of the more
promising sectors in Europe and Japan. 

Goldman is hesitant about emerging markets, noting the belief that the positive performance of many emerging
economies is a result of their status as an input to the Chinese economy. Furthermore, emerging markets’ high
vulnerability to a strong U.S. dollar is worrisome, and Cetera prefers active strategies that can navigate around these
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risks.

 

This was a great conversation with Goldman; please listen to the full discussion below.

 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Correction  : A drop of 10% or greater in an Index or stock from a recent high.

Recession  : two consecutive quarters of negative GDP growth, characterized generally by a slowing economy and
higher unemploymen.

Rate Hike  : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.

S&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the Standard and Poor’s Index
Committee designed to represent the performance of the leading industries in the United States economy.

Credit  : A contractual agreement in which a borrower receives something of value now and agrees to repay the lender at
some date in the future.

Spread  : Typically refers to a difference between a measure of yield for one asset class and a measure of yield for either a
different subset of that asset class or a different asset class entirely.

Yield curve  : Graphical Depiction of interest rates on government bonds, with the current yield on the vertical axis and
the years to maturity on the horizontal axis.

Duration  : A measure of a bond’s sensitivity to changes in interest rates. The weighted average accounts for the various
durations of the bonds purchased as well as the proportion of the total government bond portfolio that they make up.

Treasury  : Debt obligation issued by the U.S. government with payments of principal and interest backed by the full faith
and credit of the U.S. government.
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