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National Christian Foundation’s balanced investment pools climbed 6−10%
in the first quarter on equity market strength. The Fixed Income Pool
increased 2%.
In a sharp reversal from the fourth quarter, the Foundation’s global equities
jumped 12%. The domestic markets continued to outperform non-U.S.
markets while market volatility, which spiked during the fourth quarter,
pulled back. All equity strategies but Parametric posted double-digit gains.
Parametric finished weak with a 7% return and underperformed by 280
bps. Real assets increased 12% driven by real estate and energy gains.
Hedge funds returned 5−6% on strength from long/short equity strategies.
In aggregate, fixed income assets earned 2% as domestic bonds benefited
from falling yields and narrowing credit spreads.
Over the trailing three years, the balanced pools gained 6–8% and the Fixed
Income Pool increased 1.5%.
Global Economic Highlights
Growth in the U.S. economy decelerated to 2.2% in the fourth quarter of
2018, from 3.4% in the third quarter. Other G3 nations lagged the U.S.,
including Japan (+1.9%) and the euro area (+0.9%). Within the euro area,
Greece (−0.4%), Italy (−0.4%), and Germany (+0.1%) were also behind the
U.S. Spain (+2.2%) continued to make gains, but Austria was the standout
at 5.1%. The U.K. economy grew 0.9% as Brexit uncertainty ramped up
ahead of the late March exit date. China (+6.1%) was among the strongest
markets, but still fell short of past growth rates.
Monetary Policy

As expected, the Fed held rates steady at its March meeting, but also
changed its forward guidance. The Fed now projects no rate hikes in
2019—two fewer than its December guidance. The Fed also announced
that the balance sheet normalization process will conclude at the end of
September 2019. The ECB announced new stimulus measures: interest rate
hikes will be delayed and a new series of targeted longer-term refinancing
operations will begin in six months.

Macroeconomic Indicators
Inflation across the Organization for Economic Cooperation and
Development (OECD) countries was 2.1% over the 12-month period ended
February 28th, a moderation of 60 bps. The U.S. Bureau of Labor Statistics
reported headline CPI rose 1.5% and core CPI (excluding food and energy)
rose 2.1% year-over-year in February. Euro area inflation decreased 40 bps
to 1.5%. U.K. inflation moderated 40 bps to 1.8%.
Inflation remained high in Argentina (+51.3%) and Turkey (+19.7%) and
elevated in India (+7.0%), Russia (+5.2%), and South Africa (+4.1%).
Unemployment across OECD countries (5.2%) was unchanged at the end of
February. The U.S. unemployment rate remained at 3.8%.
The Dollar Spot Index gained 1.2% with all index members depreciating
against the U.S. dollar (USD) except the British pound (+2.3%) and the
Canadian dollar (+2.2%). Among emerging markets (EM) currencies, the
USD outperformed against Eastern Europe, was mixed against Latin
America, and largely underperformed Asia-Pacific.
The U.S. Federal Housing Finance Agency (FHFA) seasonally adjusted,
Purchase-Only House Price Index rose 1.1% in the fourth quarter of 2018—
the 274th consecutive quarterly increase. Home prices rose 5.7% during
the calendar year. However, the FHFA reported that the rate of price
increases has slowed in recent years.
The U.S. yield curve continued to flatten. A flat yield curve is widely
considered a signal that economic growth is slowing. The spread between
the yields on the 2-year and 10-year Treasuries fell to 15 bps from 18 bps at
the end of 2018. Global manufacturing data showed a slowdown in activity
and the Fed’s dovish pivot also influenced yields and the shape of the
curve. A more foreboding signal occurred on March 22nd, when the yield
curve between the 90-day Treasury bill and the 10-year Treasury note
inverted. Inversions have historically been a reliable predictor of a
recession in the future.

Indices referenced are unmanaged and cannot be invested in directly. Index returns do not reflect any investment management fees or transaction expenses. Past performance is not an indication of future results. This report is intended for informational purposes only; it does not constitute an offer, nor does it invite anyone to make an offer to buy or sell
securities. Information herein has been obtained from third-party sources that are believed to be reliable; however, the accuracy of the data is not guaranteed and may not have been independently verified. The content of this report is current as of the date indicated and is subject to change without notice. It does not take into account the specific investment
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Copyright MSCI 2019. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire risk of
any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this information makes any express or implied warranties or representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its affiliates and
each such other person hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person
involved in or related to compiling, computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages.
Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary
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