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QS Leading Economic Indicator

Our economic outlook is in slightly negative
territory at the end of December — a rebound
from a far more negative position at the end of
November. A decline in building permits and a
pullback in manufacturing data are the primary
drivers of this month’s position. The improvement
versus the prior month was largely due to a
recovery in global trade data.
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QS Leading Economic Indicator Index is a proprietary composite of
economic data that QS Investors believes are significant in determining
financial and economic conditions in the U.S.

*Source: Bloomberg

Important Information

This material was prepared without regard to the specific objectives,
financial situation or needs of any particular person who may receive it.
It is intended for informational purposes only and it is not intended that
it be relied on to make any investment decision. It does not constitute
investment advice or a recommendation or an offer or solicitation and is
not the basis for any contract to purchase or sell any security or other
instrument, or for QS Investors to enter into or arrange any type of
transaction as a consequence of any information contained herein. QS
Investors does not give any warranty as to the accuracy, reliability or
completeness of information which is contained in this document. Except
insofar as liability under any statute cannot be excluded, no member of
QS Investors, or any officer, employee or associate accepts any liability
(whether arising in contract, in tort or negligence or otherwise) for any
error or omission in this document or for any resulting loss or damage
whether direct, indirect, consequential or otherwise suffered by the
recipient of this document or any other person.
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Asset Class Preference

This assessment of leading indicators is subsequently the largest drag on our outlook of global stocks versus bonds, which
modestly favors equities. Valuation between the two assets favors equities and this strengthened throughout Q4 2018 as
U.S. government bond rates* declined (peaking at 3.24% in November and ending the month at 2.68%). This trend in
interest rates, signaling a decline in borrowing costs, also favors equites in our tactical model. The factors favoring fixed
income included a pullback in our measurement of leverage in the U.S. economy as well as our economic indicators in
negative territory, as described to the left.
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Asset Class Preferences are based on QS Investors proprietary quantitative fac-
tor models. These rules-based financial models use a combination of indicators
that analyze asset valuations, investor sentiment, and the broad economy.
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