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Recession-wary investors eager to sell in the current climate appear to be
disregarding strong U.S. economic fundamentals.
In a recent Lord Abbett video roundtable on the 2019 investment outlook, I made a light-hearted
reference to investor sentiment during the market volatility of October and November. To wit:
Worries that a flattening yield curve was signaling an imminent slowdown or recession for the U.S.
economy “had investors wandering around as if it were the end of days.”
Well, the eschatological mood has only deepened over the past week, with major U.S. equity
indexes suffering large losses on December 4 and 6 after starting the shortened trading week with a
modest rally on December 3. Various factors have been cited for the weakness: Trade fears, the
flattening yield curve, prospects for softening growth in China. But as I noted in the video, the typical
stresses that develop during long periods of economic growth—accelerating inflation, rapid
increases in labor costs, credit bubbles or other widespread market dislocations—are not apparent
at the current time. When might these stresses become evident? There is no clear indication.
At this point, we believe it’s important to focus on what we do know. As we have emphasized in the
past few months, U.S. economic fundamentals remain solid. That has been reinforced by a raft of
reports we received in recent days:

The Atlanta U.S. Federal Reserve Bank’s GDPNow estimate for the fourth quarter of
2018 was raised to 2.8% from 2.6% in the latest revision. The report, released December 6,
showed that upward revisions to estimates for consumer spending and private fixed
investment were the drivers of the improvement.
Per a Mortgage Bankers Association report released December 5, weekly for-purchase
mortgage production has improved sharply and the short-term trend has turned upwards.
Thus, notwithstanding falling risk asset prices, homebuyers may be emerging cautiously from
their foxholes.
A December 6 report showed that consumer comfort, as measured by a proprietary
Bloomberg index,1 remains very high, notwithstanding a bump higher in jobless claims in
recent weeks (claims, it should be noted, remain near historic lows). With the most intense
portions of the holiday shopping season approaching, this is encouraging.
Light vehicle sales, as reported by U.S. auto manufacturers in the first week of December,
reached a seasonally adjusted annual rate of 17.4 million or better in each of the past three
months. This should feed into rising consumer and business equipment spending in the fourth
quarter of 2018.
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U.S. household leverage continued to decline in the third quarter of 2018, although more
gradually, according to U.S. Federal Reserve (Fed) data released December 6. Net financial
assets, liquid and otherwise, at all-time highs relative to income in the third quarter.
The U.S. housing crisis is now firmly in the rear view mirror. The December 6 Fed report
also showed that home prices have climbed back above replacement values—that is, the
household sector now has positive net collateral to offer in the most widely distributed form of
wealth.
Summing Up
As I said in the roundtable, based on recent market action, it appears that investors have started to
price in the end of the current economic cycle, even though the things that create the downturn are
really not evident yet. The widespread selling of equities during the current bout of market volatility—
amid an otherwise strong economic environment—may offer opportunities for long-term investors as
the fundamentals eventually reassert themselves.
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Bloomberg Consumer Comfort Index.

A Note about Risk: The value of investments in fixed-income securities will change as interest rates fluctuate and in response to
market movements. Generally, when interest rates rise, the prices of debt securities fall, and when interest rates fall, prices
generally rise. The value of investments in equity securities will fluctuate in response to general economic conditions and to
changes in the prospects of particular companies and/or sectors in the economy.
Forecasts and projections are based on current market conditions and are subject to change without notice. Projections should
not be considered a guarantee.
This article may contain assumptions that are “forward-looking statements,” which are based on certain assumptions of future
events. Actual events are difficult to predict and may differ from those assumed. There can be no assurance that forward-looking
statements will materialize or that actual returns or results will not be materially different from those described here.
The Bloomberg Consumer Comfort Index measures Americans' perceptions on three important variables: the state of the
economy, personal finances and whether it's a good time to buy needed goods or services. A new index reading is generated
every week.
The information provided herein is not directed at any investor or category of investors and is provided solely as general
information about our products and services and to otherwise provide general investment education. No information contained
herein should be regarded as a suggestion to engage in or refrain from any investment-related course of action as Lord, Abbett
& Co LLC (and its affiliates, “Lord Abbett”) is not undertaking to provide impartial investment advice, act as an impartial adviser,
or give advice in a fiduciary capacity with respect to the materials presented herein. If you are an individual retirement
investor, contact your financial advisor or other non-Lord Abbett fiduciary about whether any given investment idea, strategy,
product, or service described herein may be appropriate for your circumstances.
The opinions in the preceding commentary are as of the date of publication and are subject to change. Additionally, the
opinions may not represent the opinions of the firm as a whole. The document is not intended for use as forecast, research
or investment advice concerning any particular investment or the markets in general, and it is not intended to be legal advice
or tax advice. This document is prepared based on information Lord Abbett deems reliable; however, Lord Abbett does not
warrant the accuracy and completeness of the information.
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Investors should carefully consider the investment objectives, risks, charges and expenses of the
Lord Abbett Funds. This and other important information is contained in the fund's summary
prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord
Abbett mutual fund, you can click here or contact your investment professional or Lord Abbett
Distributor LLC at 888-522-2388. Read the prospectus carefully before you invest or send money.
Not FDIC-Insured. May lose value. Not guaranteed by any bank. Copyright © 2018 Lord, Abbett &
Co. LLC. All rights reserved. Lord Abbett mutual funds are distributed by Lord Abbett Distributor
LLC. For U.S. residents only.
The information provided is not directed at any investor or category of investors and is provided
solely as general information about Lord Abbett’s products and services and to otherwise provide
general investment education. None of the information provided should be regarded as a
suggestion to engage in or refrain from any investment-related course of action as neither Lord
Abbett nor its affiliates are undertaking to provide impartial investment advice, act as an impartial
adviser, or give advice in a fiduciary capacity. If you are an individual retirement investor, contact
your financial advisor or other fiduciary about whether any given investment idea, strategy,
product or service may be appropriate for your circumstances.
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