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DISCLAIMERS: Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are 
based on current market conditions. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as 
an offer or solicitation for the purchase or sale of any financial instrument. The views and strategies described may not be suitable for all investors. This material has been 
prepared for informational purposes only, and is not intended to provide, and should not be relied on for investment, accounting, legal and tax advice. References to future 
returns are not promises or even estimates of actual returns a client portfolio may achieve. Any forecasts contained herein are for illustrative purposes only. 

The views expressed are those of Strategic Asset Alliance. They are subject to change at any time. These views do not necessarily reflect the opinions of any other firm. 



⚫ GLOBAL FINANCIAL MARKETS

o Slowing economic growth is no longer a forecast, it is a fact. Growth in the second quarter slowed 

to 2.3% year-over-year after averaging 2.9% in 2018. Moreover, recent data suggest growth will 

decelerate further in the third quarter to a more trend-like 2% pace.

o However, the U.S. economy is walking a tightrope. On one end, rising political uncertainty has 

caused business confidence to weaken, which may in turn slow hiring decisions; on the other, the 

cyclical sectors of the economy are relatively stable. 

➢ Political uncertainty remains elevated and has caused businesses to slow investment spending given the 

unclear outlook. Even amidst the strong likelihood of further interest rate cuts from the Fed, companies will 

look more toward a resolution on trade, rather than cheaper financing, to reconsider spending plans. Further 

softening in business spending may lead to a weakening in hires. Importantly, hiring declines tend to precede 

recessions, while a surge in layoffs tends to happen after a recession has started, suggesting hiring declines 

may be a better forward-looking indicator for the economy.
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Summary Capital Market Commentary – 3rd Quarter 2019

Source: JP Morgan & SAA
The information contained herein has been obtained from sources believed to be reliable, 
but the accuracy of the information cannot be guaranteed.



⚫ GLOBAL FINANCIAL MARKETS

o Global central banks have changed tack, moving away from tightening and toward easing 

monetary policy. The Federal Reserve (Fed) cut interest rates for the first time in a decade and 

appears to be on a path of easing.

o Yields have collapsed in recent months, as recession risks rise and fear about the global economy 

grows. In the developed international markets, the European Central Bank cut rates deeper into 

negative territory in September and resumed asset purchases, which it had only recently 

concluded at the end of 2018. The Bank of Japan maintains easy monetary policy. Globally, this has 

made the hunt for yield even more challenging.

o In the third quarter of 2019, the trade dispute between the two largest economies in the world 

took many twists and turns, which has added further pressure on business confidence, raised 

concerns over global economic growth, and should lead to further volatility in equity markets. 

➢ The negative effects of the trade dispute have been mainly felt in the manufacturing sector. Global 

manufacturing PMI is below 50, pointing that the sector is sinking. Meanwhile, the services sector is still in 

expansionary territory, for now, due to the strength of the consumer; especially the U.S. consumer.
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ECONOMIC BACKDROP
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10 Year Treasury Rate – About face…

Source: St. Louis Federal Reserve - FRED
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Treasury Yields 

Source: Eaton Vance



6

Historical Economic Expansions

Source: JP Morgan

Slowest 
recovery 
but 
longest in 
history
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GDP Growth – More of the same or slowing?

Source: St. Louis Federal Reserve - FRED

?
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Global Manufacturing

Source: JP Morgan

• Conditions not as favorable globally. The U.S. ISM Manufacturing index has dropped 
to 47.8, the lowest level in 10 years - trade issues may be flowing through…
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Long-Term Drivers of GDP Growth

Source: JP Morgan
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GDP Growth & Components – Falls to the consumer….

Source: JP Morgan
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Consumer Confidence – A Key Component

• Confidence has been strong the U.S. but uncertainty related to the trade wars, the election and other 
issues could take its toll.

Source: St. Louis Federal Reserve - FRED
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Inflation – Still below the Fed’s target

Source: JP Morgan
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FOMC Estimates – Complete Reversal

Source: JP Morgan Asset Management



FINANCIAL MARKETS
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Historical Asset Class Returns

Source: JP Morgan
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S&P 500 – Valuations

Source: JP Morgan 



APPENDIX – ABOUT SAA
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⚫ Alton R. Cogert, CFA, CPA, CAIA, CGMA, President and Chief Executive 
Officer, founded Strategic Asset Alliance in 1994. 

⚫ Mr. Cogert has written several articles for BestWeek, including: “Piercing 
the Seven Deadly Myths of Insurance Investing,” “Achieving Higher Risk 
Adjusted Returns,” “Outside Money Managers Performance Depends Upon 
How Well They’re Managed,” “The Search for a Truly Customized 
Investment Benchmark,” and “The Roller Coaster Ride Of Interest Rates:  
How To Protect Against Falling Off The Track.” 

⚫ He has served as a technical advisor to the NAIC Invested Assets Working 
Group.  He is a former member of the Board of Directors and former 
chairman of the Investment Committee of the National Alliance of Life 
Companies.  He has been a guest lecturer at the University of Texas, and is 
editor of Insurer Investment Strategies. 

⚫ Prior to founding SAA, Mr. Cogert accumulated more than twenty years of 
financial institution experience, including over ten years experience in 
senior financial management.  He is a Chartered Financial Analyst, a 
Certified Public Accountant and a Chartered Alternative Investment 
Analyst.   Mr. Cogert holds a BS from the Wharton School of the University 
of Pennsylvania and an MBA from the University of Southern California. 

Who We Are

Alton Cogert, President & CEO

Phone:
(360) 255-2500

Email: 
acogert@saai.com
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⚫ Daniel G. Smereck, Managing Director, is the primary 
consultant for SAA's governmental risk pooling clients. 
Mr. Smereck has over twenty years of experience 
across investments, insurance, corporate finance, 
statistical analysis, and information technology.

⚫ Prior to joining Strategic Asset Alliance in 2003, Mr. 
Smereck was Senior Vice President and Chief 
Investment/Information Officer for a large, regional 
medical malpractice insurer where he was responsible 
for treasury, asset management and information 
technology.

⚫ Mr. Smereck has a BS in Managerial Finance, and an 
MBA from the University of Nevada, Las Vegas, and 
an MS in Finance from the Carroll School of 
Management, Boston College.

Who We Are

Daniel Smereck, Managing Director

Phone:
(207) 706-9288

Email: 
dsmereck@saai.com
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Who We Work With 

Client Relationships (26)*

⚫ SAA currently works with:

o 46 Insurance Companies within 26 Client Relationships w/ ~$7.8 Billion in Invested Assets*

⚫ Since SAA’s inception in 1994, we have worked with:

o More than 100 clients across the insurance industry including Life, Health, P&C, State Regulators, Rating Agencies, 
Reinsurance and Governmental Risk Pooling organizations
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Initial SWOT Analysis of the investment process, 
providing blueprint and priority ranking for improvement

Advice on the current investment asset allocation and
risk profiles, subject to current insurance regulations 

Review, consultation and recommendations about
the client’s investment policy and guidelines

Advice on establishing benchmarks for the various 
investment managers

Ongoing monitoring of investment portfolio holdings
and risks

Review, consultation and recommendations about the 
performance of the investment managers

Performance reporting and monthly/quarterly review
with management

Attendance and performance reporting at 
Finance/Investment Committee meetings

Recommendations and assistance in selecting outside 
investment managers, when/if necessary.

Development of an annual peer group analysis

Ad hoc investment related analysis as necessary

What Services Do You Receive?
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Summary of 
Deliverables

SWOT Analysis |

Asset Allocation |

Policy Review |

Benchmarking |

Ongoing Monitoring |

Manager Evaluation |

Performance Reviews |

On-site Attendance |

Manager Selection |

Peer Analysis |

Ad Hoc Analysis |
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⚫ Investment Process

o Asset allocation drives the great majority of returns based on historical studies

o Accountability & Transparency is key within the overall process

⚫ Active Management Makes Sense for Fixed Income Mandates Due to:

o The less efficient nature of the asset class due to its over the counter structure

o The necessary customization involved in managing insurer fixed income portfolios

⚫ Passive Management Makes Sense for Developed Market Equity Mandates

o In general, passive management makes more sense for developed market
equity mandates (Large Cap, Mid Cap, Small Cap) due to:

➢ The greater level of efficiency in these markets

➢ The higher level of fees associated with managing active equity mandates

➢ The difficulty in outperforming benchmarks given the fee drag and adjusting for risk

⚫ In general, we don’t believe alternatives such as hedge funds, private equity, etc., make sense for 
insurers due to:

o The high level of fees, potential lack of liquidity, agency problems and impact to capital ratios

Our Investment Philosophy
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