OCTOBER 7, 2019

Market

General Market News

* The 10-year Treasury yield reached
a high of 1.75 percent last week and
opened at 1.50 percent on Monday.
In the same time frame, the 30-year
went from a high of 2.20 percent to
below 2 percent,and the 2-year went
from 1.68 percent to 1.35 percent.This
volatility is likely here to stay, but as
we've mentioned before, the general
trend over the next year should lean
toward lower rates.

Global equities were mostly down last
week, as concerns over global growth
ticked up. Equities sold off following a
10-year low in the Institute for Supply
Management (ISM) Manufacturing
index. It showed a decline from 49.1
to 47.8,against an expected increase
to 50. As this is a diffusion index, the
decline further below 50 shows that
the manufacturing sector of the
economy continues to contract.

* We also saw softness in the ISM
Nonmanufacturing index, which hit
a 3-year low on Thursday. It fell from
56.4 to 52.6, against an estimated
decline to 55. Although the value is
still above 50, indicating expansion,
it does reveal some concern about the
slowdown in manufacturing leaking
into the broader service sector of the
economy. This result was offset partially
by an increase in expectations for an
October federal funds rate cut.

The top-performing sectors last week
were technology, health care, and
consumer staples.Technology was
supported by reports that Apple’s
iPhone production was raised by

10 percent.The worst-performing
sectors were energy, materials, and
industrials. The 5.5 percent drop in
West Texas Intermediate crude oil
led to weakness in the energy sector.

On Friday, the employment report
was a mixed bag. Nonfarm payrolls
came in at 136,000, slightly below
expectations of 145,000.The August
jobs numbers were revised upward
by 38,000. Unemployment declined
from 3.7 percent to 3.5 percent,
while underemployment declined
from 7.2 percent to 6.9 percent, all
postrecession lows. One drawback
to the report was that average
hourly earnings were flat versus

an expectation of 0.2 percent
month-over-month growth.

The international trade balance was
also released on Friday. It showed a
slight widening to $54.9 billion versus
the prior period of $54 billion, as the
trade war with China continues to
affect the balance of trade.The U.S.
also recently won a WTO ruling, which
allowed the U.S.to put $7.5 billion of
tariffs on EU goods. This move could
affect the trade balance going forward.
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/ Market Index Performance Data

EQUITIES

Week-to-Date %

Month-to-Date %

Year-to-Date % 12-Month %

S&P 500 -0.30 -0.80 19.59 3.83
Nasdag Composite 0.57 -0.19 21.32 244
DJIA -0.88 -1.23 16.06 2.23
MSCI EAFE -2.16 -1.83 11.28 -1.05
MSCI Emerging Markets -0.46 -0.41 5.78 1.59
Russell 2000 -1.28 -1.47 12.49 -7.54

Source: Bloomberg

FIXED INCOME

Month-to-Date % Year-to-Date % 12-Month %

U.S.Broad Market 0.77 9.35 12.00
U.S.Treasury 1.04 8.84 12.45
U.S.Mortgages 1.04 8.84 12.45
Municipal Bond 0.56 7.35 9.65

Source: Morningstar Direct

What to Look Forward To

On Tuesday, September’s Producer Price
Index is set to be released. Economists
expect to see a modest increase of

0.1 percent for the month, as declining
fuel prices helped calm inflationary
pressures.On an annual basis, producer
inflation is expected to come in at

1.8 percent. Core producer inflation,
which strips out the effect of food

and energy prices, is expected to

show monthly and annual growth of

0.2 percent and 2.4 percent, respectively.

On Wednesday, the minutes from the
Federal Reserve’s (Fed’s) September
meeting will be released.This will be

a closely followed release, as the Fed cut

the federal funds rate by 25 basis points
at that meeting.Three of the voting
members voted against the rate cut.The
minutes are expected to provide details
into why they dissented and what it
could take to make them vote for further
rate cuts. Given the disappointing data
we've seen since the September meeting,
market participants widely expect the Fed
to cut interest rates by another 25 basis
points at its December meeting.

On Thursday, we'll get a look at consumer
inflation with the release of the Consumer
Price Index for September. Consumer
prices are expected to show an increase
comparable to producer prices, with
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What to Look Forward To (continued)

0.1 percent monthly and 1.9 percent
annual growth forecasted. Core prices
that strip out gas and food are expected
to come in slightly higher, with 0.2 percent
and 2.4 percent monthly and annual
growth, respectively. If results meet the
forecasts, they would mark an 11-year
high for core consumer inflation. There

Michigan consumer confidence survey,
which is expected to show a slight
decline from 93.2 in September to 92

in October.These numbers are down
sharply from a recent high of 100 in May.
High levels of consumer confidence
have supported the strong growth in
consumer spending we've experienced

is potential for further price increases,
as tariffs enacted at the beginning of
the month on Chinese goods focused
largely on consumer products.

in the past two quarters, so this projected
drop is worth monitoring. It could
indicate that consumers are losing
confidence in the economic expansion
and may be less willing to spend freely

Finally, we'll finish the week with going forward.

the release of the University of

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.10/19.
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