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National Christian Foundation’s balanced investment pools lost 5–9% in the
fourth quarter on equity market weakness. The Fixed Income pool
increased modestly. Investors shifted focus from strong earnings growth to
concerns about the trade war escalation, the risk of a policy error from the
Fed, and rising political uncertainty. Global equities posted double-digit
losses as volatility trended sharply higher. Relative outperformance across
active managers and overweight exposure to emerging markets
contributed during the period.
Hedge funds held up relatively well in a period of dramatic equity market
losses. Real assets detracted during a particularly challenging period for
public energy. Bonds protected capital in the fourth quarter though
Brandywine weakness eroded gains.
The fixed income portfolio lost 1% in 2018, but gained 1% over the trailing
three-year period. The balanced pools ended in negative territory for
calendar year 2018, ranging -3% to -6%. However, the balanced pools
remained positive for the three-year period, ranging 4% to 5%.
Global Economic Highlights
Growth in the U.S. economy decelerated to 3.4% in the third quarter from
4.2% in the second quarter. Other G3 nations lagged the U.S., including
Japan (-2.5%) and the euro area (+0.6%). Greece (+4.3%) was a standout and
Spain (+2.2%) continued to report moderate growth. Germany and France
both slowed and Italy contracted 0.5%. The U.K. reported a robust 2.5%
increase. Strong gains were posted in the Philippines (+5.7%), Poland
(+7.0%), and China (+6.6%). Peru (−8.3%) and Argentina (−4.2%) declined.
Monetary Policy
At its December meeting, the Fed raised rates by 25 bps to a range of 2.25–
2.50%, but guided for only two rate hikes in 2019. The European Central
Bank concluded its bond-buying program in December and emphasized it
would continue to reinvest maturities for an extended period.

Macroeconomic Indicators
Inflation across the Organisation for Economic Cooperation and
Development (OECD) countries was 2.7% over the 12-month period ended
November 30th. The U.S. Bureau of Labor Statistics reported headline CPI
and core CPI (excluding food and energy) each rose 2.2% year-over-year in
November. Euro area inflation decreased to 1.9%. U.K. inflation moderated
from 3.0% at the end of 2017 to 2.2%. Inflation remained extremely high in
Argentina (+48.5%) and Turkey (+21.6%). Unemployment across OECD
countries was 5.2% at the end of October. U.S. job creation trends
remained positive. The Dollar Spot Index gained 1.1%; all index members
depreciated against the dollar except the Japanese yen (+3.5%) and the
Swedish krona (+0.3%). The dollar’s performance was mixed against EM
currencies, with gains in Eastern Europe but declines against Latin
American and Asia-Pacific currencies.
The U.S. Federal Housing Finance Agency (FHFA) seasonally-adjusted,
Purchase-Only House Price Index rose 1.3% in the third quarter, the 273rd
consecutive quarterly increase. Home prices rose 6.3% in 2018, with gains
in all states. The FHFA reports the pace of appreciation is slowing and rising
mortgage rates are cooling some markets.
The fourth quarter coincided with the start of the government’s 2019 fiscal
year. Unable to pass appropriations bills before the start of the new fiscal
year, Congress was forced to fund the government through temporary
stop-gap measures. Despite passing a spending bill that had bipartisan
support and would have kept the government open, President Donald
Trump refused to sign the continuing resolution because it lacked funding
for his border wall. As a result, the third government shutdown in 2018
began on December 22. With the November mid-term elections ending the
single-party control, neither side budged on the border wall funding going
into the new year.
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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
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