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MARKET OVERVIEW 
US equity markets remained in their well-established trading ranges over the 3rd quarter.  August 
brought mild panic while July and September retraced the lost gains.  While having an 
exceptional calendar year in 2019, the S&P 500 has posted a cumulative gain of only 2.23 percent 
since January 2018.  The markets have struggled to break away from the post-tax cut euphoria. 
Global stocks have gone absolutely nowhere during this time.  On top of that, the broader market 
that includes small caps is still 10 percent its August 2018 high 
diversified account that includes non-US stocks has definitely 
underperformed a US focused approach.  
 
Noise, Noise, Noise 
Trade wars, real wars, TV streaming wars, Democratic primary 
wars commission price war, Brexit confusion; what is an investor 
to focus on?  As evidenced by the increasing volatility in Q3, 
headlines drove the day to day swings as investors (or 
computers) reacted and overreacted to the myriad of tweets, 
counter tweets, central bank doublespeak and mixed economic 
reports during the late summer.  
 
Ultimately, stock returns respond to fundamental principles 
including earnings, valuation and interest rate levels. These 
metrics depend on the rate of change in economic growth, 
inflation and investor sentiment. However, psychology plays a 
role in returns as well; that is why we follow “bullish and 
bearish” attitudes.  
 
Economic reports have continued to be mixed with retail sales down in September with vehicle 
sales pulling down the overall number. However, the year over year trend in sales is still positive 
at a 4 percent growth rate. The consumer is still active despite increasing debt loads.  Non-
manufacturing indicators sunk to a 3 year low in September which spooked the markets but 
despite these negative figures, GDP is still expected to be a positive 1.8 percent rate of growth in 
Q3’s final analysis. Global economic growth is another story with Europe remaining weak and 
China slowing.  
 
Federal Reserve policy remains accommodative and likely to lower rates one more time for 2019 
as “insurance” against any looming recession.  Not much else to say about that….. 
 
Earnings season is upon us for Q3 and growth is expected to be negative for 11 of the 16 sectors 
that Zacks Research defines. The worst being energy, materials, technology and aerospace. 
Positive earnings are expected in Business services, transports, utilities. As seen in the chart 
below, 2018 marked the peak in earnings this cycle due to the tax cuts while 2019 may mark the 
low. Next year is currently expected to resume growth to a respectable pace for earnings and 
sales. 

Market Sector Returns YTD 
2019 

S&P 500 (total return) 20.6 
DJIA (total return) 17.5 
NASDAQ Composite 21.5 

Russell 2000 (small cap) 14.2 
EAFE (International) 12.8 

MSCI AC World 16.2 
MSCI Emerging Mkts 5.9 

US Aggregate 8.5 
US Treasury 7.7 

Municipal Bonds (20 yr) 6.7 
US Inv. Grade Corp 13.2 

High Yield Bonds (“Junk”) 11.4 
Gold 16.1 

WTI Crude 19.9 
BBerg Commodity 3.1 
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Broker Commission Wars 
On October 1, Schwab sent the asset management world into a frenzy by announcing that they 
were cutting commissions on trades to $0. This sparked TD Ameritrade, E*TRADE and Fidelity 
to follow suit.  While MCM does typically trade relatively infrequently and trades a host of 
products that already had $0 trading commissions, this will affect our clients in a mostly positive 
way. On the same day that Schwab announced the fee cut, they also announced a sweep of layoffs 
that we hope does not affect the service level to us and our clients.  Regardless, this is the same 
story that many industries have been through since the technology revolution and, more recently, 
the Venture Capital glut.  Robinhood, a VC backed brokerage platform, began offering 
commission free trading in 2013 and gained popularity among millennials and small account 
traders.  Robinhood sacrificed profits for market share along the way.  Now we are seeing the 
major brokers offer the same terms to compete with an entity that generates no economic profit.  I 
believe this is one of the factors that has kept inflation lower than many people have expected 
since the early 2000’s.   
 
Please call with any questions. 

Thanks for your trust and support. 
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