
FINANCIAL MARKET SNAPSHOT 

Help from central bank easing and talk of progress in the U.S./China trade 
relationship helped key a modest rally in risky asset prices through 
October. Markets that had suffered the most in recent months (small-cap, 
EAFE, and emerging markets) managed to show the most attractive gains. 
Not only did investors take comfort in the policy backstop from central 
banks, but signs that recent economic weakness may prove transitory 
added to the positive sentiment.  

Bonds managed slight gains, but the sentiment improvement caused 
market yields to rise just a bit. During the month, however, yields still 
tended to be buffeted by the U.S./China trade headline of the day. This 
gave a sense that while yields may rise modestly if the economy recovers 
from its recent bout of weakness, they may not go too far until trade 
visibility improves. That visibility may be clouded a bit by the political 
theatre in the U.S., which could limit President Trump's negotiating 
position with China President Xi Jinping. In the end, however, we would 
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Equity markets put in another 
positive month during October, as 

investors grew a bit more 
comfortable with the prevailing 

macro environment. 

 

With help from central bank easing 
and some trade talk progress, 

investors seem to have played 
down the risk of a full-on economic 

stall. 

It appears early signs of a 
bottoming in U.S. manufacturing 

activity could be coming into 
focus. 
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and assist your employees with 

retirement planning.   

Table 1:  Notable Returns / Yields / Spreads:  July — October 2019 

Source: Bloomberg 

Note:  BBG Barc = Bloomberg Barclays;  10Yr Treasury Yield figures as of the end of the month 

            High Yield Corp Spreads = Yield-to-Worst differential vs. 10Yr Treasury (end of month) 

side with the probability that the U.S./China trade relationship improves 
over the coming months.  

Meanwhile, some U.S. manufacturing activity indicators have shown early 
signs of bottoming.  The October ISM Manufacturing PMI index rose for the 
first time since January.  While some improvement in trade talk could be a 
reason, we believe a necessary restocking of inventory may have also 
contributed to the slight bump.  We anticipate manufacturing activity to 
improve as the trade trajectory improves, and the end of the General 
Motors strike should help as well. 

Jul '19 Aug '19 Sept '19 Oct '19

S&P 500 Index 1.44% -1.58% 1.87% 2.16%

MSCI EAFE Index -1.25% -2.56% 2.89% 3.60%

MSCI Emerging Markets Index -1.15% -4.85% 1.90% 4.23%

BBG Barc U.S. Aggregate Bond Index 0.22% 2.59% -0.53% 0.30%

10-Year Treasury Yield 2.02% 1.50% 1.67% 1.70%

U.S. HY Corp Spread (10Yr) 3.84% 4.22% 3.97% 4.01%
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We have increased our equity 
positioning to account for a 

potential turn in manufacturing 
activity and likely improvement in 

the U.S./China trade trajectory. 

Elsewhere, U.S. jobs numbers remained constructive through October and 
revisions to September’s data was bullish.  Retail Sales ex Autos and Gas 
were flat in September, indicating some slight pause from the consumer.  
However, consumer confidence has remained at a high level. 

Looking ahead, the move to new all-time highs in equity markets could 
mean more market strength to come as key barometers such as the S&P 500 
Index have recently shown a willingness to hold above the previous high. 
This is a good sign technically. All else equal, the technical set-up, coupled 
with historically positive market seasonality (November, December), may 
make for constructive equity markets through the end of the year.  

Given the improving trends in equity prices and signs of another mid-cycle 
economic recovery, we have increased our overall equity positioning in our 
multi-asset models.  And due to the relative benefit of domestic economic 
and corporate profitability conditions, we continue to overweight U.S. 
stocks versus the rest of the world.  Moreover, our tactical equity increase 
firms our view that equities could outperform bonds over the near-term.  
While conditions are looking improved, investors should remain decidedly 
tactical with their investment dollar as 2020 could bring a slightly different 
landscape that includes heightened political risk in the U.S. 

Figure 1:  U.S. Industrial Production 

Source: Federal Reserve 

Investors should be aware of the risks associated with all portfolio 
strategies, and variable market conditions.  Monetary policy changes, 
military activity abroad, the level and change in market interest rates, 
corporate earnings, domestic and foreign governmental policies, global 
economic data, and other geopolitical events can have a substantial effect 
on portfolio performance, our macroeconomic theories, and the 
effectiveness of strategic and tactical portfolio approaches. 

Risks 

Some economic data is beginning 
to recover following a multi-month 

lag. 
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Important Disclosures:   This material is not intended as ERISA, tax or investment advice and is not an offer to sell a security or a 

recommendation, to buy a security.  If you are seeking investment advice specific to your needs, such advice services must be obtained on 

your own, separate from this educational and informational report.  This summary is based exclusively on an analysis of general market 

conditions and does not speak to the suitability of any specific proposed securities transaction. To determine which investments may be 

appropriate for you, consult your financial advisor prior to investing. 

All opinions and views mentioned in this report constitute our judgments as of the date of writing and are subject to change at any time.  We 

will not advise you as to any change in figures or views found in this report.  

Our judgement or recommendations may differ materially from what may be presented in a long-term investment plan.  Investors should 

consult with an investment advisor to determine the appropriate investment strategy and investment vehicle. Investment decisions should be 

made based on the investor’s specific financial needs and objectives, goals, time horizon and risk tolerance.  

There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio.  Diversification does 

not ensure against market risk.   

Stock investing involves risk including loss of principle. 

The fast price swings in commodities and currencies will result in significant volatility in an investor’s holdings. 

Precious metal investing involves greater fluctuation and potential for losses. 

Government bonds and Treasury bills are guaranteed by the US government as to the timely payment of principal and interest and, if held to 

maturity, offer a fixed rate of return and fixed principal value.  

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and bonds are 

subject to availability and change in price. 

High yield/junk bonds (grade BB or below) are not investment grade securities and are subject to higher interest rate, credit, and illiquidity 

risks than those graded BBB and above.  They generally should be part of a diversified portfolio for sophisticated investors. 

The MSCI EAFE Index is a free float –adjusted market capitalization index that is designed to measure the equity market performance of 

developed markets, excluding the U.S. and Canada. 

The MSCI EM (Emerging Markets) Index is a free float-adjusted market capitalization index that is designed to measure the equity market 

performance of the emerging market countries of the Americas, Europe, the Middle East, Africa and Asia. 

The S&P 500 Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad domestic economy 

through changes in the aggregate market  value of 500 stocks representing the major sectors of the U.S. economy.   

The Bloomberg Barclays U.S. Aggregate Bond Index is an index of the U.S. investment grade fixed-rate bond market, including both 

government and corporate bonds. 

Except for the historical information contained in this report, certain matters are forward-looking statements or projections that are dependent 

upon risks and uncertainties, including but not limited to such factors and considerations such as general market volatility, global economic 

risk, geopolitical risk, currency risk and other country-specific factors, fiscal and monetary policy, the level of interest rates, security-specific 

risks, and historical market segment or sector performance relationships as they relate to the business and economic cycle.  

Economic and other investment forecasts set forth may not develop as predicted and there can be no guarantee that strategies mentioned 

will be successful. 

All indices are unmanaged and may not be invested into directly.  

Securities offered through LPL Financial, Member FINRA/SIPC. Investment advisory services offered through HB Retirement, a registered 

investment advisor and separate entity from LPL Financial.   


