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2018…Great Expectations
Improving global economic growth and solid corporate earnings should drive
equity markets higher in 2018. Geopolitical issues present risks, but the
largest negative may be a rise in inflation. Overall, we expect 2018 to be
good for stock markets, but with higher volatility.
The U.S. economy has picked up steam; with back-to-back quarters of 3%+
growth and the Atlanta Fed’s GDPNow showing an estimated 3.2% growth in
the current quarter. Additionally, the employment picture is healthy, with
claims near record lows, according to the Department of Labor. Further,
business and consumer confidence is booming, both the manufacturing and
services Institute for Supply Management’s indexes show robust growth,
with Leading Economic Indicators continuing to rise. Housing is also picking
up again, with housing starts rising nearly 14% last month (Census Bureau),
and existing housing inventory is down over 10% year-over year (National
Association of Realtors).
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All Equity
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Dynamic International

+17.32%

+17.32%
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M SCI EA FE with dividends

+25.62%
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+22.78%

+22.78%
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+10.19%
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LEI IS INDICATING GROWTH
There’s a rub to all the good news. Expectations are
becoming elevated and could morph into a bar set
too high for actual data to hurdle in 2018. As it is, the
Citigroup U.S. Economic Surprise Index is at a level
that has historically led to some mean-reversion.
We’ve often said it’s both inflection points and
relative growth that generally matter more than
positive or negative growth in an absolute sense.
In terms of corporate earnings growth, Thomson
Reuters’ 2018 S&P 500 consensus earnings forecast
is above 11%. Although a boost from tax reform is
potentially in the cards, elevated valuations suggest
that any disappointment relative to those
expectations could bring heightened volatility and/or
pullback risk.

WILD CARD(S)
For now it appears there is no waning in the desire
by the Federal Reserve to continue normalizing
policy, as evidenced by the near-certainty (according
to the fed funds futures market) of a rate hike in
December.
However; with Jerome Powell taking over the Fed
chair position in 2018, and several new members set
to be appointed, uncertainty is elevated. Judging by
the comments from Powell during his confirmation

hearings, continuity and transparency are priorities;
but (if) inflation should flare up, or growth start to lag,
the Fed may be challenged early in the new regime.
The good news is that global corporate earnings
appear to be very strong. Revenues are growing,
profits margins are stable and corporate tax cuts can
be used in a variety of bottom-line-boosting ways.
Corporate earnings have surprised to the upside
over the past 18 months. While the pace and degree
of positive surprises is likely to slow, we still expect
earnings to push stock prices higher this year.

MRM’S VIEW
After a year with uninterrupted monthly gains, it
seems safe to say that 2018 may bring more volatility
in global stocks. We may see some red this year, but
like the U.S. market it appears to us that a steep
bear market is unlikely. The consistent gains of 2017
were supported by an equally-consistent monthly rise
in both actual and estimated earnings for companies
in the MSCI All Country World Index. In 2018, global
stocks may again be driven primarily by earnings
growth fueled by back-to-back years of growth in all
of the world’s 45 largest economies tracked by the
Organization for Economic Cooperation and
Development OECD—making up more than 90% of
global gross domestic product (GDP)—for the first
time in a decade. As always sector rotation and a
well diversified portfolio remain the key.
Source: FORTUNE/NUVEEN

MRM model holdings as of December 31, 2017
MRM Global Strategies

MRM Dynamic Overlay – ETFs

APPLE INC COM

5.00%

ISHARES MSCI EMERGING MRKTS IND

BOEING CO

5.00%

ISHARES MSCI EAFE INDEX FUND

20.00%
5.00%

MRM All Equity
APPLE INC COM

4.50%

ALIGN TECHNOLOGY INC

4.50%

ALIBABA GROUP HLDG LTD SPONSORED ADS

5.00%

FIRST DOW JONES INTERNET INDEX

5.00%

BOEING CO

5.00%

CENTENE CORP DEL

5.00%

FIRST TRUST TECHNOLOGY ALPHA

8.00%

ALIBABA GROUP HLDG LTD

5.00%

J P MORGAN CHASE & CO

5.00%

ISHARES RUSSELL 1000 GR INDEX

5.00%

CENTENE CORP DEL

5.00%

ISHARES MSCI EMERGING MARKETS INDEX

12.00%

ISHARES DOW JONES US AREOSPACE

5.00%

HONEYWELL INTL INC

5.00%

ISHARES MSCI EAFE INDEX FUND

10.00%

POWERSHARES QQQ TRUST

7.00%

2U INC COM

5.00%

5.00%

FACEBOOK INC CL A

5.00%

GENERAL DYNAMICS CORP

5.00%

ISHARES MSCI TAIWAN INDEX FUND

5.00%

SPDR S&P 500 TRUST

GENERAL DYNAMICS CORP

5.00%

SPDR S&P 500 GROWTH ETF

10.00%

5.00%

VANGUARD GROWTH INDEX FUND

12.00%

ALPHABET INC CAP STK CL C

5.00%

10.00%

FINANCIAL SELECT SECTOR SPDR

5.00%

JOHNSON & JOHNSON

5.00%
5.00%

ISHARES S&P LATIN AMERICA 40 INDEX FUND
ISHARES S&P INDIA NIFTY 50 INDEX FUND
NEXTERA ENERGY INC

5.00%

TECHNOLOGY SELECT SECTOR

5.00%

MICROSOFT CORP

NVIDIA CORP

5.00%

HEALTH CARE SELECT SECTOR

5.00%

NEXTERA ENERGY INC

5.00%

MASTERCARD INC COM

5.00%

FDIC CASH NOT COVERED BY SIPC

3.00%

NORTHROP GRUMMAN CORP

4.00%

RAYTHEON CO

5.00%

2U INC COM

5.00%

FDIC CASH NOT COVERED BY SIPC

3.00%

MRM Dynamic International

NVIDIA CORP

5.00%

J P MORGAN CHASE & CO

5.00%
5.00%

ISHARES MSCI EMERGING MARKETS

30.00%

MASTERCARD INC COM

ISHARES MSCI EAFE INDEX FUND

20.00%

OVERSTOCK COM INC DEL

5.00%

ISHARES MSCI TAIWAN INDEX FUND

10.00%

RAYTHEON CO

5.00%

ISHARES MSCI MEXICO INVESTABLE

8.00%

ISHARES S&P LATIN AMERICA 40 INDEX

10.00%

ISHARES S&P INDIA NIFTY 50 INDEX

20.00%

FDIC CASH NOT COVERED BY SIPC

2.00%
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IMPORTANT DISCLOSURES
MRM Group, Inc. (“MRM”) is an SEC registered investment advisor and an independent management firm that is not affiliated with any parent
organization. Using quantitative selection methods, each MRM strategy searches within a well-defined universe of securities, using consistent
investment criteria to identify attractive investments and create diversified portfolios. MRM seeks to provide long-term capital growth.
STRATEGY

Dynamic Overlay

CASH HOLDINGS
(When Potential Investments
Look Unattractive)

BENCHMARK

VEHICLES

Morningstar Tactical Allocation

Domestic Securities

Up to 70%

Domestic Securities/ADR’s

Up to 60%

All Domestic Equity

S&P 500 Total Return

Dynamic International

MSCI EAFE Gross

Exchange-Traded Funds
(ETF’s)/Other Securities

Up to 25%

Global Strategies

50% S&P 500 Total Return/
50% MSCI EAFE Gross

Exchange-Traded Funds
(ETF’s)/Other Securities

Up to 50%

Tax-Advantaged Income

Dow Jones US Select Dividend
Index

Domestic Securities

Up to 4%

The portfolios do NOT use inverse or leveraged ETFs. Universe vehicles may change, from time to time, when approved by the principal of MRM
Asset Allocation Group at its sole discretion.
BENCHMARK NOTES
Morningstar’s Tactical Allocation Category averages returns for the peer group based on the return of each fund within the group, for the period
shown. The S&P 500 Index with dividends is an unmanaged composite of 500 large-capitalization companies whose data is obtained from the
Standard & Poor’s website. S&P 500 is a registered trademark of McGraw-Hill, Inc. The MSCI EAFE Gross Index is a free float–adjusted market
capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S. and Canada, with data
from the MSCI website using price with reinvestment of dividends. The performance of blended benchmarks is shown for comparison because
MRM uses securities which track indices related to these products. The Dow Jones US Select Dividend Index comprises 100 stocks and aims to
represent the U.S.’s leading stocks by dividend yield. An investment cannot be made directly into an index.
DISCLOSURES
MRM Group claims compliance with the Global Investment Performance Standards (GIPS®). MRM has been independently verified for the periods
January 1, 2008 through September 30, 2017. The verification report is available upon request. Verification assesses whether (1) MRM has
complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) MRM’s policies and procedures are
designed to calculate the present performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific
composite presentation.
Valuations are computed and performance is reported in U.S. dollars. Client performance may differ based upon the structure of a particular
investment program. For example, some programs are structured as wrap fee programs in which trading costs and brokerage commissions are
included in one all-inclusive wrapped fee. As such, these costs may be higher than if the client were to pay trading costs and brokerage
commissions separately. The standard management fee is 2.0%. Deviation from the model’s diversified structure may result in different risk, return,
and diversification characteristics and would therefore not be representative of the models.
All information contained herein is for informational purposes only. This is not a solicitation to offer investment advice in any state where it would be
unlawful. There is no assurance that this platform will produce profitable returns or that any account will have results similar to those of the
platform. Past performance is not a guarantee of future results. You may lose money. Factors impacting client returns include individual client risk
tolerance, restrictions client may place on the account, investment objectives, choice of broker/dealer or custodians, as well as other factors. Any
particular client’s account performance may vary substantially from the program results due to, among other things, commission, timing of order
entry, or the manner in which the trades are executed. The investment return and principal value of an investment will fluctuate dramatically, and
an investor’s equity, when liquidated, may be worth more or less than the original cost. Investors should consider the investment objective, risks,
charges, and expenses carefully prior to investing.
Investors should not rely on charts and graphs alone when making investing decisions. Investments in securities of non-US issuers involve
investment risks different from those of U.S. issuers, including currency risks, political, social, and economic risks. Net-of-fees returns are
presented after advisor, management, custodial and trading expenses. The net of fee returns are calculated using actual management fees. The
actual fees charged vary and range from .5% to 2.2%, depending on the size of the account and the custodian.

All MRM platforms are suitable for long term investing. Please read the fact sheets and disclosures for each platform
carefully before investing.
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