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•	 On Monday, the 10-year Treasury opened  
at 1.60 percent, down from last week’s  
1.82 percent. The 30-year yield opened at 
2.08 percent, dropping from 2.30 percent. 
The short end of the curve is inverted again, 
with the 2-year yield at 1.45 percent and 
the 3-year yield at 1.42 percent.

•	 Global markets sold off last week, as the 
spread of the Wuhan coronavirus has led  
to concerns over its effect on global growth.  
The Chinese government has restricted  
travel ahead of the Lunar New Year to help 
prevent the spread of the virus. The holiday 
was also extended to February 2 in an effort 
to keep citizens at home. 

•	 Concerns amid global growth caused  
West Texas Intermediate to fall by  
7.5 percent. This decline pulled energy 
as a whole down by 4 percent, making 
it the worst-performing sector. Other 
lagging sectors included materials and 

financials. The top-performing sectors  
were utilities, real estate, and technology. 
Technology was supported by a large beat 
by Intel, as the growth of its cloud service 
segment accelerated. 

•	 On Wednesday, December’s existing 
home sales report was released. Sales of 
existing homes rose 3.6 percent, against 
expectations for 1.5 percent growth. This 
result brought the pace of sales to the 
highest level since February 2018. The 
housing sector staged a very impressive 
rebound in the second half of 2019 after 
slowing in late 2018, and these results 
point toward further growth in 2020. 
Low mortgage rates and high consumer 
confidence have drawn more prospective 
buyers into the market, leading to the 
impressive results we saw at the end 
of 2019.
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M arket  Index Per formance Data
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FIXED INCOME

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

U.S. Broad Market 1.30 1.30 9.82

U.S. Treasury 1.50 1.50 8.66

U.S. Mortgages 0.51 0.51 6.88

Municipal Bond 1.42 1.42 8.69

EQUITIES

Index Week-to-Date % Month-to-Date % Year-to-Date %  12-Month %

S&P 500 –1.01 2.10 2.10 26.17

Nasdaq Composite –0.79 3.84 3.84 31.42

DJIA –1.20 1.68 1.68 20.06

MSCI EAFE –0.61 0.42 0.42 16.12

MSCI Emerging Markets –2.39 0.46 0.46 11.25

Russell 2000 –2.19 –0.33 –0.33 13.73

What to Lo ok For ward To

We started off the week with Monday’s 
release of the December new home sales 
report. Sales came in lower than predicted,  
falling 0.4 percent during the month 
against expectations for a 1.5 percent  
increase. New home sales are a relatively 
small portion of overall sales, however, and 
the results can often be more volatile than 
existing home sales on a monthly basis. So, 
despite the disappointing result, if we look 
at longer-term trends, new home sales are  
continuing to exhibit strong growth. Growth 
in year-over-year sales was up to 23.7 percent 
compared to December 2018. As for supply of 
new homes on the market, this area remains  
constrained. But the uptick in construction 
we’ve seen recently could help fuel sales  
growth as more homes become available for 

purchase. Given the strength in year-over-year 
growth and the potential tailwinds from new  
construction, the disappointing monthly 
result is nothing to be worried about for 
the time being.

On Tuesday, December’s durable goods  
orders report will be released. Durable goods 
orders are expected to increase by 1.2 percent, 
following a surprising decline of 2.1 percent 
in November. November’s results were caused 
by a sharp drop in volatile defensive aircraft 
orders, so a return to growth would help 
calm concerns of a prolonged slowdown in 
headline orders. Core orders, which strip out 
the impact of volatile transportation orders, 
are expected to show healthy 0.4 percent 
growth, following a 0.1 percent decline in 
November. Core orders are often seen as a 
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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 Nasdaq 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. 01/20.
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What to Lo ok For ward To (continued)

proxy for business investment, so a return to 
growth here would be positive. It could signal 
a turnaround for business investment as we 
head into the new year. 

Tuesday will also see the release of the 
Conference Board Consumer Confidence 
Index for January. It is set to increase to 
128 in January, up from 126.5 in December. 
With confidence virtually unchanged in the 
fourth quarter, a return to growth would be 
a positive development, given that rising  
consumer confidence supports faster  
consumer spending. But even if we get an 
increase, the index would still sit below  
2019’s high-water mark of 135.8. We have  
some ways to go before confidence is 
restored to the recent highs. With that  
being said, markets continue to set new 
highs, housing prices continue to increase, 
and jobs remain plentiful, so there is every 
reason to believe that confidence can recover. 

On Thursday, the first estimate of fourth-quarter 
gross domestic product (GDP) growth will be  
released. Economist are calling for results 
showing faster growth. Will the economy 
expand at a 2.2 percent annualized rate, up 
from 2.1 percent in the third quarter? This 
result would be lower than the 3.2 percent 
growth rate we saw in the first quarter of 
2019, but in line with the overall pace of 
growth for last year. Personal consumption, 
the major driver of economic growth in the 
second and third quarters, is expected to grow  

at an annualized rate of 2.3 percent during 
the fourth quarter, down from 3.2 percent in 
the third quarter. Given the importance of 
consumer spending to midyear expansion, 
GDP growth will bear watching as we kick off 
the new year. 

Friday will see the release of December’s 
personal income and personal spending 
reports. Economists expect to see both 
income and spending grow by a healthy 
0.3 percent during the month, to cap off a 
solid year of growth. If the estimates prove 
accurate, December would mark the 10th 
straight month with increased personal 
spending. Spending grew at a similar rate 
throughout most of 2019, which indicates it 
was well supported by increasing incomes. 

Finally, we’ll finish the week with Friday’s 
release of the second and final estimate 
of the University of Michigan consumer 
confidence survey for January. The first 
estimate showed confidence declining  
slightly from 99.3 in December to 99.1 in  
January. Economists expect a further modest 
decline, to 99, for the second estimate. But 
the index still sits well above the three-year 
low of 89.9 it hit in August, so there is no 
immediate cause for concern. Nonetheless, 
consumer confidence will be an important 
indicator to watch going forward, given  
the relationship between confidence 
and spending.


