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Executive Summary

We start 2023 coming off a tough 2022 for both stock and 

bond investors, where both assets suffered significant 

declines. However, inflation issues and higher interest rates, 

which dominated market focus last year, will likely fade in 

intensity in 2023. 

Since many are already discounting recession ahead, 

and markets are already pricing in higher rates and slower 

growth, we see some potential for a positive surprise 

this year.

 

This Viewpoint addresses Washington Crossing’s take 

on markets and the economy. We hope to offer practical 

and actionable portfolio guidance as we look to 2023 

and beyond.



Reason to Believe
Wall Street’s top forecasters seem depressed 
after a tough year. We understand this 
emotion and concede that their dour mood 
might even be justified. Then again, most 
who have been at this awhile have also 
learned that great opportunity is created 
in not-so-great markets. We will argue here 
that while it may feel like danger lurks 
around every corner, there is reason to be 
optimistic. Crucially, we have found some 
essential and indispensable tools for navi-
gating environments like these.

Everybody’s Talking Recession
Each year, inquiring minds want to know 
how major financial firms feel about the 
upcoming year. It is customary (obligatory,  

perhaps?) for financial institutions to pub-
lish their views about the coming year, and 
mountains of paper are consumed in the 
process. So, what are Wall Street’s “experts” 
saying now?
 
To find out, we turn to a recent and revealing 
Bloomberg article titled “Here’s (Almost) 
Everything Wall Street Expects in 2023.” 
Of the fifty firms surveyed in the report, 
60% expect a recession this year. Indeed, 
one firm forecasted the “worst downturn in 
decades,” and another sees a 65% chance 
of a “severe global downturn.” Not to be 
outdone, the International Monetary Fund 
(IMF) went on record in their October “World 
Economic Outlook” also warning the “worst 
is yet to come.” The chart below shows the 

IMF’s well below average growth expecta-
tions for the United States and World.
 
Before you put down this paper and stop 
reading, please remember that most of these 
same forecasters failed in 2022 to see infla-
tion surging to 9%, interest rates jumping to 
5%, or stocks sliding by 20%. We point this 
out not to poke fun at the forecasting profes-
sion but to commiserate. After all, making 
good forecasts is hard, especially when 
markets are relentlessly forward-looking 
and tend to embody collective expectations. 
Arguably, the reason 2022 was such a bad 
year was not because of inflation, war, or 
higher interest rates but because all of these 
came as a surprise. So, if the widely heralded 
recession began today, with most forecast-
ers already anticipating one, would anyone 
really be all that surprised?

Bad News as Good News
At this point, we will go out on a limb. 
The preponderance of bad news and sour 
attitudes may make it more likely that con-
ditions will improve in 2023. Why? Because 
our analysis of past cycles, along with our 
recent assessment of incoming data, is 
pointing higher. While our WCA Barometer 
(see page 6) headed lower throughout 2022, 
it has now reached levels from which past 
improvements had begun. The negative 
trends of 2022, fostering widespread reces-
sionary fear and perception of risk, are 
setting the stage for a lift. We first need to 
unload the ballast coming from rising inter-
est rates and falling stock values to get that 
lift. To see how these factors can build the 
bull case for markets, we will argue that 

Sources: “Here’s (Almost) Everything Wall Street 

Expects in 2023, Bloomberg, January 2, 2023’

“International Monetary Fund. 2022. World Economic 

Outlook: Countering the Cost-of-Living Crisis.”
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Source: International Monetary Fund, World Economic Outlook Database, October 2022
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higher interest rates and lower stock values 
help lift expected future returns. Simply 
put, the higher starting rate on new invest-
ments in bonds, for example, implies higher 
future return potential than when rates 
are low. Also, higher interest rates lift the 
potential reinvestment rate for coupon and 
principal repayments from existing bonds. 
Similarly, future equity returns are helped 
when starting stock multiples are low 
rather than when they are high, all else 
being equal.

The Elephant in the Room
It was fascinating to discover that infla-
tion, a long-forgotten relic of the 1970s, had 
become unearthed in the wake of the pan-
demic. Consumer prices took off when five 
trillion dollars of new money and govern-
ment spending collided with all manner of 
supply problems. Policymakers and markets 
were caught off guard, having not seen 
inflation near 10% in over four decades. 
 
The situation is changing, however. 
Consider that the new money entering the 
system has now leveled off, and monetary 
policy has become tight. Should supply 
issues also improve, perhaps helped by 
China’s abandonment of its zero-COVID 
strategy, inflation would likely slow further. 
And with it, so too should interest rate 
expectations. Over time, restoring price 
stability would be an excellent outcome for 
markets with positive long-term implica-
tions for returns.

Indispensable Tools for Navigation
We are not out of the woods yet, unfortu-
nately. As we navigate the uncertain months 
ahead, there is more work to be done first. 
Given this, what specific tools can we all 
employ to make better decisions, especially 
when the market mood is negative?

First: Design checklists, commit to paper, 
and share findings with others. This simple 
step is essential to avoid common traps that 
even professional forecasters can fall into. 
For example, we regularly refer to our “WCA 
Barometer” (see page 6) to challenge our 
existing beliefs about the world. We find that 
“externalizing” thoughts is most beneficial at 
“turning points,” as prevailing attitudes tend 
to be overly pessimistic near market bottoms 
and overly optimistic near market tops.
 

whatever 2023 may bring, we should 
remain patient and on the hunt 

for opportunities like those that have 
arisen in each recession and 

bear market in the past. 

Second: Find a sounding board. This can 
be someone you trust who is willing to 
listen and offer constructive feedback. 
In a vacuum, we all find evidence that tells 
us we are right in our own thinking. Some-
times, it pays to have someone challenge 
those beliefs for no reason other than to 
get a broader perspective of possibilities.
 
Third: Widen the range of outcomes, for 
bad and good. This can help overcome the 
temptation to “run with the herd.” It is an 
excellent practice to imagine a set of out-
comes beyond just the “most likely” case. 
It has often been the case that financial 
markets proved to turn out far different 
than might have been expected a few years 
before. While it is easy to default to the 
“average,” it is seldom the case that 
“average” happens in any given year.

Tactical Portfolio Positioning
As we head into 2023, we are making some 
tactical changes in portfolio positioning. 

While still overweight bonds versus stocks, 
we reduce the degree of overweight as 
our barometer’s forecast path (see page 6) 
edges higher, prompting us to cut bonds 
and add to stocks despite the gloom. 
Within the portfolio’s core, we evaluate 
leadership trends among various assets 
and adjust positioning where we see 
positive momentum. 
 
Among equities, for example, we trim 
domestic value stock exposure back to a 
neutral posture from overweight. At the 
same time, we bump up our growth expo-
sure while maintaining a modest under-
weight. Separately, we further increase an 
overweight position in developed foreign 
stocks, which could benefit should the U.S. 
dollar pull back after a strong run in 2022. 
We stay neutral to benchmarks on emerging 
market equities.
 
Among fixed income and other assets, 
we increase duration toward the target by 
shifting some weight from short-term to 
long-term U.S. Treasuries. Moreover, we are 
neutral high-yield and investment-grade 
corporate bonds. REITs are underweight and 
we keep a small overweight position in gold.

Conclusion
As the investing community grapples with 
a possible recession in 2023 on the heels 
of a tough 2022, we see little reason to lose 
heart. The fact that expectations have now 
been set for higher rates and lower growth 
means that actual outcomes may even turn 
out better than expected. And if a recession 
does come to pass, we have a set of well-
honed and handy tools to guide decisions. 
Whatever 2023 may bring, we should remain 
patient and on the hunt for opportunities 
like those that have arisen in each recession 
and bear market in the past.
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Portfolio
Strategy

Higher interest rates and better valuations for stocks lift 

our expected long-run returns. While some headwinds 

exist, our reading of incoming data leads us to expect 

some improvement in conditions in 2023. 

As discussed elsewhere, we note that the sour mood 

of many market participants contrasts with last year’s 

more bullish sentiment. To the extent that markets are 

already pricing lousy news, this can be seen as a positive. 

Yet, a balanced and flexible approach remains best for 

navigating today’s challenges.
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COMBINING LONGER- AND SHORTER-TERM 
PERSPECTIVES IN ONE ACCOUNT

We think of portfolios as having two parts. 
At the “core” of the portfolio is a diversified 
equity and diversified bond allocation. The 
forecasts, valuations, and trends on page 7 
guide these allocations. Because these factors 
are longer term, changes in the core tend to be 
slower than the satellite, reducing turnover. 

The smaller 30% (blue circle) is the “satellite.” 
As fundamental conditions change, shorter 
term “tactical” tilts between stocks and bonds 
are implemented here.

DIVERSIFIED CORE
Longer-Term Focus

SATELLITE
Shorter-Term Focus

SATELLITE
Shorter-Term Focus

The equity allocation is tactically adjusted 
to align with the forecast barometer 
(see chart left).

PORTFOLIO STRUCTURE

SATELLITE POSITIONING: SHORTER-TERM FOCUS

We regularly assess changes in fundamental conditions to help guide near-term asset allocation decisions. 
Analysis incorporates approximately 30 forward-looking indicators in categories ranging from Credit and 
Capital Markets to U.S. Economic Conditions and Foreign Conditions. From each category of data, we create 
three diffusion-style sub-indices that measure the trends in the underlying data. Sustained improvement that 
is spread across a wide variety of observations will produce index readings above 50 (potentially favoring 
stocks), while readings below 50 would indicate potential deterioration (potentially favoring bonds). The WCA 
Fundamental Conditions Index combines the three underlying categories into a single summary measure. This 
measure can be thought of as a “barometer” for changes in fundamental conditions. 
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ASSET CLASS RETURN Y/Y CHANGE RISK RETURN/RISK TACTICAL POSITION

BOND ASSUMPTIONS

Core Bonds 3.2% 1.9% 4.1% 0.8 OVERWEIGHT

1-3 Year Treasury Bond 3.1% 1.8% 1.2% 2.6 OVERWEIGHT

Mortgage-Backed Securities 3.8% 2.0% 3.7% 1.0 OVERWEIGHT

Intermediate Government/Credit 3.2% 1.7% 2.8% 1.1 NEUTRAL

20+ Year Treasury Bond 3.3% 2.9% 12.5% 0.3 UNDERWEIGHT

Investment-Grade Corporate Bonds 3.7% 1.7% 7.2% 0.5 NEUTRAL

High-Yield Corporate Bonds 5.3% 1.1% 7.4% 0.7 NEUTRAL

EQUITY ASSUMPTIONS

Equity 5.1% 1.3% 15.1% 0.3 UNDERWEIGHT

Domestic Large Cap Value 5.8% 0.4% 15.0% 0.4 NEUTRAL

Domestic Large Cap Growth 4.3% 2.0% 16.3% 0.3 UNDERWEIGHT

Foreign Developed Equity Markets 9.9% 4.4% 14.8% 0.7 OVERWEIGHT

Foreign Emerging Equity Markets 13.5% 7.0% 16.5% 0.8 NEUTRAL

Gold 1.9% 0.7% 14.7% 0.1 OVERWEIGHT

REITs 7.6% 3.2% 16.4% 0.5 UNDERWEIGHT

These views are provided by Washington Crossing Advisors, LLC. (WCA) Assumptions are estimates based on historic performance and an evaluation of the current market 
environment. These are estimates only and not intended to represent future performance. References to future expected returns and performance do not constitute a promise of  
performance for any asset class or investment strategy. Risk refers to an expected standard deviation of returns, a measure of uncertainty around our estimate. The forecasts 
contained herein are for illustrative purposes only and not to be relied on as advice or interpreted as a recommendation to engage in the purchase or sale of any security or 
financial product. These forecasts are based upon subjective estimates and assumptions about circumstances and events that may not have taken place and may never do so. In 
addition, WCA used historic index returns in evaluating past return relationships. This information was gathered from third-party sources we deem reliable, but no independent 
verification has been undertaken. Actual returns could be higher or lower than shown herein. Opinion subject to change without notice.  

10-YEAR VIEW

As of December 31, 2022. Past performance does not guarantee future results.                 n Core         n n Satellite

EQUITY vs. FIXED Near term data trends favor bonds over stocks

FOREIGN vs. DOMESTIC Lean toward foreign as dollar rally set to fade

EMERGING vs. DEVELOPED Better relative momentum and low valuations favor developed foreign

GROWTH vs. VALUE After outperforming, value looks expensive vs. growth

CREDIT vs. SOVEREIGN Corporate defaults stay low as government debt burden grows

SHORT vs. LONG DURATION Adding duration closer to benchmark as rate increases/inflation set to slow

NON-CORRELATED ASSETS Gold outperforming high-yield and REITs amid inflation

CORE POSITIONING: DECISION TREE

LONG-RUN CAPITAL MARKET ASSUMPTIONS AND TACTICAL POSITIONING 7



Equity 
Market 
Outlook
Large, publicly traded U.S. multinational companies grew 

to $41 trillion in value from $17 trillion over the past decade. 

These companies are not only large but generate substantial 

annual cash flow for their owners. The size of the cash 

payments far eclipses what we have seen in prior decades. 

To investors, these cash payments easily exceeded those 

available on government bonds and cash, making stock 

ownership a very enticing proposition to many.

 

Although lower earnings growth and higher rates pose 

near-term challenges, we make the case that stocks are now 

better positioned for long-run returns than in the recent 

past and present a more compelling long-run choice for 

growth and yield.
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above the 0.7% yield available to investors 
in three-month U.S. Treasury bills over the 
same period. Over the past decade, S&P 
500 companies returned about $10 trillion 
to shareholders, or 50% of the average 
market value of traded companies, based 
on Standard & Poor’s data. As companies 
were returning cash, they also reinvested 
for growth. Both dividends and earnings 
per share grew by roughly 8% from 2012-
2022. According to FactSet Research, S&P 
500 earnings are expected to grow again in 
2023, but growth is slowing. This slowdown 
is somewhat disappointing compared to 
earlier expectations from September 2022, 
when analysts saw 8.1% growth for 2023. 
As we start a new year, analysts expect S&P 
500 earnings to grow only 4.8% in 2023.
 
We would be remiss if we did not point out 
that companies, like households, are also 

Global Giants
Sales by S&P 500 companies rose over 10% 
in 2022 and are approaching $15 trillion in 
total. To put this in perspective, consider that 
final sales of goods in the U.S. economy are 
roughly $25 trillion per year. This means the 
sales of S&P 500 companies are equivalent to 
about 60% of the United States’ economy in 
size. Moreover, these multinational compa-
nies derive about 40% of sales from outside 
the United States. The leading stocks in the 
United States hold considerably more sway 
over the global economy today than they did 
years ago.
 
There can be a downside to global exposure, 
too, however. Last year, those companies 
with a high percentage of sales in non-U.S. 
dollar regions suffered the most. Technology 
companies, which generate about 60% of 
sales overseas, struggled with weak foreign 

demand and a strong dollar in 2022. During 
the year, the dollar’s trade-weighted value 
rose by over 15%. This rise drags down 
multinationals’ results when converting 
sales back into U.S. dollars. While we expect 
this trend to reverse, we attribute slowing 
profit growth, at least partly, to issues with 
the dollar.

Cash and Growth Machines
Struggles with the dollar did little to impair 
rewards to shareholders in 2022 as man-
agement returned cash at a record pace. 
In 2022, the largest public companies in 
the United States delivered $1.6 trillion to 
shareholders. Nearly $600 billion flowed 
to shareholders through dividends and 
another $1 trillion in share repurchases. The 
gross “cash yield,” measured as dividends 
and buybacks divided by market capital-
ization, averaged 4.6%. This yield is well 

S&P 500 FORWARD 12-MONTH P/E RATIO
Source: Bloomberg
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struggling with rising costs. These pres-
sures are already starting to compress profit 
margins for many businesses. To illustrate, 
consider that producer prices tracked by 
the Bureau of Labor Statistics are up an 
average of 10.1% as of this writing, more 
than the 7.1% increase in end consumer 
prices. These costs are weighing on profit-
ability, and these pressures should remain 
in 2023.
 
Additionally, labor costs are an increas-
ing source of profit pressure. Since the 
pandemic’s start, unit labor costs have been 
up 14%. In just three years, labor costs rose 
as much as they had in the ten years that 
preceded the pandemic, and tight labor 
markets point to a continuation of these 
pressures. Higher input costs will place 
downward pressure on margins, pushing 
them toward their long-term average. 

Consequently, we see a 2.6% drag on longer-
run stock returns attributable directly to 
moderating profit margins (chart below).

Better Valuations
One positive impact from the past year’s 
market decline can be seen in valuations. 
The high multiples paid for stocks during 
2020-2021 are now a thing of the past (chart 
below left). Based on a forward-looking 
price to expected earnings multiple, the 
average large U.S. company trades at 17 times 
forward earnings. This level is a little above 
the long-run average, and implies a small 
drag on expected returns (chart below). 
 
Tactical Positioning
As we enter 2023, we are moving equity 
exposure closer to benchmarks for the 
various subcategories. After a period of 
overweighting value, for example, we see 

value losing some momentum and reduce 
our exposure to neutral. At the same 
time, we increase our exposure to foreign 
developed and growth, but leave emerging 
market exposure near neutral. 

For sectors, we see favorable trends in 
industrials and financials and overweight 
these, while reducing exposure to both 
energy and consumer discretionary.

Conclusion
Considering all the expected return drivers 
for large-cap stocks, we anticipate a 5.1% 
average return over the long run (chart 
below). As discussed in the next section, 
this implies a 1.9% excess return above 
bonds and a 2% advantage over cash. Of 
course, this is only our best estimate given 
what we know today, and subject to signifi-
cant variability from year-to-year.

Real Domestic 
Growth

FORWARD-LOOKING FACTORS CONTRIBUTING TO LONG-RUN (10 YEARS) EQUITY MARKET RETURN ASSUMPTIONS

Expected 
Inflation

Cash Dividend 
Yield

Net Repurchase 
Yield

Margin  
Adjustment

Valuation 
Adjustment

Equity Return 
Estimate

2.8% 2.7%

1.8%
1.5%

-2.6%

-1.1%

5.1%

Source: Washington Crossing Advisors, LLC. Assumptions are estimates based on historic performance of the above factors looking back the previous 15 years and an evalu-
ation of the current market environment. These are estimates only and not intended to represent future performance. References to future expected returns and performance 
do not constitute a promise of performance for any asset class or investment strategy. The forecasts contained herein are for illustrative purposes only and not to be relied on 
as advice or interpreted as a recommendation to engage in the purchase or sale of any security or financial product. Margin and valuation adjustments assume normalization 
measured as annualized log return differentials over our forecast horizon.

=+ + + + +

8.8%

-3.7%



Fixed 
Income 
Outlook
Higher rates should help lift portfolio returns and restore 

traditional diversification benefits of bonds in portfolios. 

While inflation is still a main threat, there are a growing 

number of scenarios where bonds can perform well. 

As we enter 2023, we move tactical positioning closer 

to policy benchmarks and focus on high quality. 

%
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Higher rates are favorable for fixed-income 
investors starved for yield for many years. 
Last year’s interest rate increases mean 
coupon payments should be a key source of 
portfolio return in the future. Fixed income 
can do well in 2023 should the economy 
experience a soft landing and rates do not 
rise much further or we fall into a recession 
scenario. While inflation remains a threat, 
we are observing some promising develop-
ments here.
 
Inflation Fading
First, the money supply is no longer 
expanding. Over the past three, six, and 
nine months, M2 (a popular measure of the 
money supply) has been flat to down. This 
environment contrasts sharply with March 
2020 through March 2022, when the money 
supply exploded by 40%.
 
Second, the consumer price index (CPI), 
a popular measure of inflation, is growing 
much slower. The average CPI reading from 
September 2022-November 2022 increased 
by a 3.2% annual rate versus the preceding 
three-month period. In May 2022, the same 
annualized increase was measured at a 
10.6% pace. The change from 10.6% to 
3.2% is significant.

Third, inflation expectations priced into 
the Treasury Inflation-Protected Securities 
(TIPS) bond market are behaving well. The 
one-year implied expected inflation rate 
priced into these bonds is now just 1.7%. 
At the start of April last year, this expecta-
tion was near 6%. The same can be said 
for longer-term market-implied inflation 
expectations. Inflation expectations priced 
into 10-year TIPS have fallen to 2.2% from 
over 3% last April.

Holding the Line
The Federal Reserve (Fed) continues to 
hold the line on tightening policy to fight 
inflation. Such resolve comes despite grow-
ing speculation that the Fed will likely pivot 
and adopt a less hawkish attitude in the 
coming months. We agree with the perspec-
tive that such a pivot is likely, especially 
now that the market has come to expect 
short-term rates to rise to 5% in 2023.
 
Reflecting back a year ago, we note that 
markets did not expect to see policy rates 
anywhere near 5%. Forward expectations 
were priced into markets in January 2022 
for rates to stay under 1% throughout 2022. 
What followed was a historic shock. When 
inflation surged through the spring and 

summer of 2022, the central bank under-
took a series of seven large and rapid rate 
increases, including four rate increases of 
0.75%. The Fed is leading a global charge 
against inflation, inflicting some economic 
pain in the short-run in exchange for a 
better long-term outcome.

Tactical Portfolio Posture
We tactically increase the duration by 
cutting short-dated Treasuries and adding 
to long-dated Treasuries. Even after these 
adjustments, however, we are below our 
policy targets for duration, just less so 
than in 2022. Additionally, we are neutral 
on corporate bonds, both investment grade 
and high yield, versus benchmarks. 

Conclusion
Today’s higher interest rates convey a 
benefit for investors. For new investments 
in bonds, the higher available rates appear 
far more attractive than in recent years. 
The reinvestment rate for coupon and prin-
cipal payments for existing bonds should 
also boost returns. As inflation and policy 
tightening moderate, bonds are likely to 
regain traditional diversification qualities, 
bolstering the case for the conventional 
60/40% stock-bond portfolio.
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Description of Indices and Terms: All performance 
calculations of indices are calculated on a total  
return basis (reflecting reinvestment of dividends 
and other earnings). Indices are unmanaged, are 
not available for direct investment, and have no 
associated management fees.
 Barclays Aggregate Bond Index: A composite 
of the Barclays Gov’t/Corp Index, Mortgage-Backed 
Securities Index, and Asset-Backed Securities Index, 
including securities that are investment grade or 
better, have at least one year to maturity, and have 
an outstanding par value of at least $100 million.
 S&P 500 Index: Capitalization-weighted 
composite of 500 stocks traded on the NYSE, AMEX, 
and NASDAQ; not the largest 500 stocks in U.S., but 
rather a blend of leading companies in leading  
industries in the U.S. economy; index comprised 
of 10 broad industrial sectors.
 Dow Jones U.S. Select REIT: The Dow Jones  
U.S. Select REIT Index intends to measure the 
performance of publicly traded REITs and REIT-like  
securities. The index is a subset of the Dow Jones 
U.S. Select Real Estate Securities Index (RESI), 
which represents equity real estate investment trusts 
(REITs) and real estate operating companies (REOCs) 
traded in the U.S.
 The ICE U.S. Treasury 1-3 Year Bond Index is a 
market value weighted index designed to measure 
the performance of U.S. dollar-denominated, fixed 
rate U.S. Treasury securities with minimum term 
to maturity greater than one year and less than or 
equal to three years.
  Markit iBoxx USD Liquid High Yield Index 
consists of liquid USD high yield bonds, selected to 
provide a balanced representation of the broad USD 
high yield corporate bond universe.
  The Bloomberg Global Aggregate Index is a 
flagship measure of global investment grade debt 
from twenty-four local currency markets. This multi-
currency benchmark includes treasury, government-
related, corporate, and securitized fixed-rate bonds 
from developed and emerging market issuers. 
 The Bloomberg US Aggregate Bond Index is a 
broad-based benchmark that measures the invest-
ment grade, US dollar-denominated, fixed-rate 
taxable bond market. 
 The FTSE Developed All Cap ex U.S. Index is 
part of a range of indices designed to benchmark  
international investments. The index comprises 
large, mid and small cap stocks from developed 
markets excluding the U.S.
 The FTSE Emerging Markets All Cap China A  
Inclusion Index is a market-capitalization weighted 
index representing the performance of large, mid 
and small cap stocks in Emerging markets. The 
index is comprised of approximately 3350 securities 
from 21 countries.
 The MSCI ACWI Index is a free-float weighted 
equity index. The index tracks the performance of 

the world’s equity markets, including both emerging 
and developed markets. 
 Moody’s Baa Corporate Bond Index—An index 
comprised of industrial bonds rated Baa by Moody’s 
with a minimum maturity of 20 years.
 The Bloomberg US Corporate High Yield Bond 
Index measures the USD-denominated, high yield, 
fixed-rate corporate bond market. Securities are 
classified as high yield if the middle rating of 
Moody’s, Fitch and S&P is Ba1/BB+/BB+ or below.
 Consumer Price Index—A measure of the 
average change in prices over time for a basket of 
consumer goods.
 Asset Allocation—Asset allocation does not  
ensure a profit or protect against loss. 
 International and Emerging Markets Investing—
There are special considerations associated with  
international investing, including the risk of cur- 
rency fluctuations and political and economic 
events. Investing in emerging markets may involve 
greater risk and volatility than investing in more  
developed countries.  
 Bonds and High Yield Bonds—When investing 
in bonds, it is important to note that as interest rates 
rise, bond prices will fall. High yield bonds have 
greater credit risk than higher quality bonds.  
 Commodities and Futures—The risk of loss in 
trading commodities and futures can be substantial. 
You should therefore carefully consider whether 
such trading is suitable for you in light of your 
financial condition. The high degree of leverage that 
is often obtainable in commodity trading can work 
against you as well as for you. The use of leverage 
can lead to large losses as well as gains.  
 Real Estate—When investing in real estate 
companies, property values can fall due to environ-
mental, economic, or other reasons, and changes in 
interest rates can negatively impact the performance. 
 Opportunity Disclosure: The Washington 
Crossing Advisors, LLC Stifel Conquest and Dynamic 
Strategies Portfolios require a $25,000 and $50,000 
minimum investment, respectively. Strategies in the 
Stifel Opportunity Program are proprietary products 
developed by Stifel. More information on the  
Opportunity Program is included in the Stifel 
Consulting Services Disclosure Brochure and Part II 
of the Manager’s Form ADV, which may be obtained 
from your Financial Advisor and which further out-
lines the fees, services, exclusions, and disclosures 
associated with this program. The information 
contained herein is believed to be reliable and rep-
resentative of the portfolios available through Stifel; 
however, the accuracy of this information cannot be 
guaranteed. Investors should consider all terms and 
conditions before deciding whether the Opportunity 
Program is appropriate for their needs.  
 Indices are unmanaged, do not reflect fees and 
expenses, and are not available for direct invest-
ment. Past performance does not guarantee future 

results. This commentary often expresses opinions 
about the direction of market, investment sector and 
other trends. The opinions should not be considered 
predictions of future results. The information con-
tained in this report is based on sources believed to 
be reliable, but is not guaranteed and not necessarily 
complete. 
 All investments involve risk, including loss of 
principal, and there is no guarantee that investment 
objectives will be met. It is important to review your 
investment objectives, risk tolerance and liquid-
ity needs before choosing an investment style or 
manager. Equity investments are subject generally to 
market, market sector, market liquidity, issuer, and 
investment style risks, among other factors to vary-
ing degrees. 
 Fixed Income investments are subject to market, 
market liquidity, issuer, investment style, interest 
rate, credit quality, and call risks, among other fac-
tors to varying degrees.
 Any projections, targets, or estimates in this 
report are forward looking statements and are based 
on WCA’s research, analysis, and assumptions made 
by the Adviser. Due to rapidly changing market con-
ditions and the complexity of investment decisions, 
supplemental information and other sources may 
be required to make informed investment decisions 
based on your individual investment objectives and 
suitability specifications. 
 All expressions of opinions are subject to 
change without notice. Clients should seek financial 
advice regarding the appropriateness of investing in 
any security or investment strategy discussed in this 
commentary.
 Assets Under Management represents the  
aggregate fair value of all discretionary and non-
discretionary assets, including fee paying and 
non-fee paying portfolios. Assets Under Advise-
ment represent advisory-only assets where the firm 
provides a model portfolio and does not have trading 
authority over the assets.
 We regularly assess changes in fundamental 
conditions to help guide near-term asset allocation 
decisions. Analysis incorporates approximately 30 
forward-looking indicators in categories ranging 
from Credit and Capital Markets to U.S. Economic 
Conditions and Foreign Conditions. From each 
category of data, we create three diffusion-style sub- 
indices that measure the trends in the underlying 
data. Sustained improvement that is spread across 
a wide variety of observations will produce index 
readings above 50 (potentially favoring stocks), 
while readings below 50 would indicate potential 
deterioration (potentially favoring bonds). The WCA 
Fundamental Conditions Index combines the three  
underlying categories into a single summary mea-
sure. This measure can be thought of as a “barom-
eter” for changes in fundamental conditions.

Washington Crossing Advisors


