SEPTEMBER 30, 2019

Market

General Market News

* Rates in the U.S. were mostly flat late
last week. September as a whole proved
to be quite volatile, however, with the
10-year Treasury yield swinging from
a low of 1.42 percent to a high of
1.90 percent.It came in at 1.68 percent
on Monday.The 30-year had similar
moves during the month, with highs of
2.37 percent and lows of 1.90 percent,
settling at 2.13 percent on Monday. This
activity is quite typical in this part of the
economic cycle, and we should expect
more volatility, with an overall trend
toward lower rates in the next year.

U.S. equities were down last week,
following uncertainty in Washington
and volatility in U.S.-China trade policy.
The week began with ramped-up
tensions in the capital. On Tuesday,
Speaker of the House Nancy Pelosi
announced the House would begin
impeachment proceedings against
President Trump, spurred by news

of a phone call with newly elected
Ukrainian President Volodymyr Zelensky.
The week wrapped up on Friday with
the Trump administration weighing
the idea of restricting capital flows
into Chinese investments.

* The top-performing sectors for the
week were the bond proxies in utilities,

consumer staples, and REITs. The
worst-performing sectors were health
care, energy, and communication
services, following the launch of the
U.S. Department of Justice’s antitrust
investigation into Facebook.

On Friday, August’s personal income
and personal spending reports were
released.Income grew by 0.4 percent, as
expected. Personal spending, however,
increased by only 0.1 percent during
the month. Economists had forecasted
a 0.3 percent rise in spending.This

is a disappointing report, as strong
consumer spending has been the driver
of overall economic growth this year.

Also on Friday, August’s durable goods
orders report was released. Orders
increased by 0.2 percent during the
month, which was much better than
the 1.2 percent decline economists
expected.This outperformance was
due to better-than-expected aircraft
orders, which can be volatile on a
month-to-month basis.The core figure,
which strips out transportation orders,
increased by 0.5 percent during the
month, against expectations for a

0.2 percent increase.
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/ Market Index Performance Data

EQUITIES

Week-to-Date % | Month-to-Date% | Year-to-Date % 12-Month %
S&P 500 -0.98 1.35 19.94 3.73
Nasdag Composite -2.18 -0.21 20.63 -0.17
DJIA -0.43 1.69 17.08 3.91
MSCI EAFE -0.62 3.23 13.73 -1.10
MSCI Emerging Markets -1.86 1.95 6.27 -1.88
Russell 2000 -2.45 1.88 13.95 -8.74

Source: Bloomberg

FIXED INCOME
U.S.Broad Market -0.58 8.47 10.27
U.S.Treasury -0.87 7.69 10.46
U.S.Mortgages -0.01 5.51 7.76
Municipal Bond -0.82 6.73 8.64

Source: Morningstar Direct

What to Look Forward To

On Tuesday, the Institute for Supply
Management (ISM) Manufacturing index
is set to be released. Manufacturer
confidence is expected to increase from
49.1 in August to 50.5 for September.
This is a diffusion index, where values
below 50 indicate contraction. August
marked the first time this index fell below
50 since 2016.So, a quick rebound would
help calm economist fears of a potential
manufacturing recession in the face of
lowered global trade.

Thursday will see the release of the ISM
Nonmanufacturing index. Economists
expect service sector confidence to
decline from 56.4 in August to 55 in

September. Confidence rose in July,
but this index is still well below recent

highs seen in 2018.Even so, a result in the
mid-50s would indicate that fears over the
trade war do not weigh as heavily on the
service sector as on the manufacturing
sector.The service sector makes up

the lion’s share of economic activity.

Friday will see the release of the
September employment report.
Expectations are for the creation of
140,000 new jobs, following 130,000
new jobs in August. Even with this
expected growth, the number of new
jobs would remain well below levels
seen in 2018.The underlying data,
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What to Look Forward To (continued)

however, is expected to be a bit more Finally, also on Friday, August’s

positive. Unemployment is likely to international trade report will be
remain steady at 3.7 percent, while released. Economists expect the trade
earnings growth is set to come in at deficit to widen from $54 billion in July
3.2 percent on a year-over-year basis. to $54.8 billion in August.The trade war
Overall, the jobs market remains healthy, with China is expected to negatively

but the slowdown in headline job affect exports during the month, despite
creation is cause for concern, given the a slight uptick in food exports driven by
downward trend we've seen this year. China’s goodwill soybean purchases.

Certain sections of this commentary contain forward-looking statements that are based on our reasonable expectations, estimates, projections,and
assumptions. Forward-looking statements are not guarantees of future performance and involve certain risks and uncertainties, which are difficult
to predict. All indices are unmanaged and are not available for direct investment by the public. Past performance is not indicative of future results.
The S&P 500 is based on the average performance of the 500 industrial stocks monitored by Standard & Poor’s.The Nasdagq Composite Index
measures the performance of all issues listed in the Nasdaq Stock Market, except for rights, warrants, units,and convertible debentures.The Dow
Jones Industrial Average is computed by summing the prices of the stocks of 30 large companies and then dividing that total by an adjusted value,
one which has been adjusted over the years to account for the effects of stock splits on the prices of the 30 companies. Dividends are reinvested to
reflect the actual performance of the underlying securities.The MSCI EAFE Index is a float-adjusted market capitalization index designed to measure
developed market equity performance, excluding the U.S.and Canada.The MSCI Emerging Markets Index is a market capitalization-weighted index
composed of companies representative of the market structure of 26 emerging market countries in Europe, Latin America, and the Pacific Basin.The
Russell 2000® Index measures the performance of the 2,000 smallest companies in the Russell 3000® Index.The Bloomberg Barclays US Aggregate
Bond Index is an unmanaged market value-weighted performance benchmark for investment-grade fixed-rate debt issues, including government,
corporate, asset-backed, and mortgage-backed securities with maturities of at least one year.The U.S.Treasury Index is based on the auctions of
U.S.Treasury bills, or on the U.S.Treasury’s daily yield curve.The Bloomberg Barclays US Mortgage Backed Securities (MBS) Index is an unmanaged
market value-weighted index of 15- and 30-year fixed-rate securities backed by mortgage pools of the Government National Mortgage Association
(GNMA), Federal National Mortgage Association (Fannie Mae), and the Federal Home Loan Mortgage Corporation (FHLMC), and balloon mortgages
with fixed-rate coupons.The Bloomberg Barclays US Municipal Index includes investment-grade, tax-exempt, and fixed-rate bonds with long-term
maturities (greater than 2 years) selected from issues larger than $50 million. Rev.09/19.
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