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Richard Bernstein is the CEO
and CIO of Richard Bernstein
Advisors (RBA), which he
founded in 2009. Prior to
founding RBA, he served as
the Chief Investment Strategist
at Merrill Lynch & Co. A
much-noted expert on equity,
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➜ Investment management firm that combines a unique
top-down, macro approach with quantitative stock selection

➜ 	Strategies include: Global Equity, Global All-Asset, Equity
Income and Thematic Equity Portfolios

➜ AUM approximately $3.3 billion
(as of 9/30/14, including assets under advisement)

➜ 	Strategic Partners
Eaton Vance | Open-End Mutual Funds, Separately Managed Accounts
First Trust | Income-Oriented and Thematic Equity UITs, Exchange-Traded Funds

➜ 	Quantitative Research & Investment Team
with an average of 24 years of experience
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Eaton Vance Richard Bernstein
Equity Strategy Fund*
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Core aspects of the RBA
investment process include:
➜

➜

➜

 uantitative indicators and
Q
macro-economic analysis
are used to establish views
on major secular and
cyclical trends in the market.
Investment themes
focus on disparities
between fundamentals
and sentiment.
 arket mis-pricings are
M
identified relative to
changes in the global
economy, geopolitics
and corporate profits.
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RBA acts as sub-advisor to the Eaton Vance funds. Eaton Vance funds are distributed by Eaton Vance Distributors, Inc.

Unit Investment Trusts (UITs)
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Quality Income
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American Industrial
Renaissance®
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Europe Opportunities
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Global Dividend Kings®
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Mergers and Acquisitions
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Exchange-Traded Funds (ETFs)
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*RBA acts as sub-advisor for the dividend paying equity portion only

Global All Asset ETF SMAs*

Structured Products*

Market Linked CD available through
BNP Paribas featuring select equities
from RBA’s Global Dividend Kings

Risk-Balanced, Conservative,
Moderate, Aggressive

* Contact us at marketing @RBAdvisors.com for further information
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Visit our website and download, read and
view our extensive library of whitepapers,
commentary and major media coverage.
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Richard Bernstein,
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Uncertainty = OpportunitySM

- Stocks vs. Bonds High Yield Munis
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RBAdvisors.com

Richard Bernstein Advisors

- Toward the sounds of chaos

Independent investment
advisor with a unique topdown, macro approach to
investing with quantitative
security selection.
$3.3B AUM/AUA as of
7/31/14

- Lack of corporate hubris means
elongated cycle

Strategies include global
asset allocation, global
equity allocation, income,
and promising
undiscovered investment
themes.
Investment themes
focus on disparities
between fundamentals
and sentiment.

- EM debt seems risky
- Worried about the downside?

Stocks vs. bonds high yield munis
The track record of the so-called “Fed Model” is dubious at best. The relationship
compares the S&P 500®’s earnings yield to the yield of the 10-year Treasury note,
and there are many other indicators that have a better track record than does the
Fed Model when attempting to predict twelve-month forward returns.
Despite that caveat, we nonetheless thought it interesting to examine the yield
relationships between stocks and a broader array of fixed-income categories.
Among those categories, high yield municipal bonds seem to be the only fixedincome that is attractive relative to stocks.
The charts in the appendix show the spreads between the yield on a fixed-income
asset class and the earnings yield of the S&P 500®. If the spread is positive, that
suggests that the fixed-income asset class is more attractive than are equities. If the
spread is negative, it suggests equities are more attractive.

@RBAdvisors

Several points are worth considering:
1) As many have discussed for years, stocks appear attractive relative to
treasuries. No new information there.
2) High yield municipal bonds are very attractive, on a yield comparison basis,
relative to equities. We continue to believe that high yield munis are very
attractive because the asset class is very “equity-like” (meaning very sensitive
to the economy) and it offers a tax-equivalent yield that is roughly three
percent higher than the S&P 500®’s earnings yield.
3) High yield corporates now have virtually no yield advantage to equities, which
argues that one should prefer equities to high yield corporate debt. The debt
doesn’t offer higher yields, and high yield corporates’ capital appreciation
potential is typically muted relative to equities’.
4) Despite investors’ enthusiasm for the asset class, sovereign debt seems
remarkably unattractive. Investors seem to be over-estimating the risks
associated with high yield munis, but under-estimating the risks of non-US debt.
That may be especially true within the context of an appreciating US dollar.

- A classic barometer
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Nothing contained herein constitutes tax,
legal, insurance or investment advice, or the
recommendation of or an offer to sell, or the
solicitation of an offer to buy or invest in,
any investment product, vehicle, service or
instrument. Such an offer or solicitation may
only be made by delivery to a prospective
investor of formal offering materials, including
subscription or account documents or forms,
which include detailed discussions of the
terms of the respective product, vehicle,
service or instrument, including the principal
risk factors that might impact such a purchase
or investment, and which should be reviewed
carefully by any such investor before making
the decision to invest. Links to appearances
and articles by Richard Bernstein, whether
in the press, on television or otherwise,
are provided for informational purposes
only and in no way should be considered a
recommendation of any particular investment
product, vehicle, service or instrument or
the rendering of investment advice, which
must always be evaluated by a prospective
investor in consultation with his or her own
financial adviser and in light of his or her
own circumstances, including the investor’s
investment horizon, appetite for risk, and
ability to withstand a potential loss of some
or all of an investment’s value. Investing is an
inherently risky activity, and investors must
always be prepared to potentially lose some or
all of an investment’s value. Past performance
is, of course, no guarantee of future results.
Views represented are subject to change
at the sole discretion of Richard Bernstein
Advisors LLC. Richard Bernstein Advisors
LLC does not undertake to advise you of any
changes in the views expressed herein.

