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The summary below is for educational purposes only.  Please call us with any questions or if you would like to 
schedule a review or discuss other financial matters. 

 

2019 Review 

A look back at 2019 shouldn’t exclude the final quarter of 2018, when the S&P 500 Index lost nearly 20%.  At the 

time, the Fed was on rate-hike autopilot, the global economy was slowing, and the U.S. and China were bickering 

about trade.  

As the year unfolded, Figure 1 illustrates market action was dominated by U.S.-China trade headlines and Federal 

Reserve policy.  

 

When volatility surfaced, trade was the epicenter of investor angst.  Still, pullbacks during the year were modest 

by historical standards, with the S&P 500 Index falling by less than 7% during May and August. 

As the calendar marched toward the end of the year, stocks recorded new highs as mid-year recession fears 

subsided, the U.S. and China finally agreed to a limited trade deal, and the Fed cut rates three times.  

Further, optimism is slowly rising that the global economy may be stabilizing. 

 
Collapsing Yields 

One of the biggest surprises of the year was the downturn in Treasury bond yields – see Figure 2.  The drop in 

yields coincided with late 2018 stock market volatility, but continued even as stocks recovered.  
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Several factors played a role.  

• The Fed shifted gears and cut rates, U.S. economic growth moderated, and key measures of inflation 

remained low.  

• Yields around the world tumbled, which made Treasury bonds an attractive alternative. 

• As longer-term yields in the U.S. declined, the yield curve inverted, which means that the 3-month T-bill and 

the 2-year Treasury sported higher yields than longer-term bonds such as the 10-year bond.  The inversion 

between the 2 year and 10 year was very brief; nonetheless, inversions have historically preceded 

recessions. So, is it different this time?  

Record highs in the stock market suggest that investors are optimistic as the near year begins.  The steep drop in 

global yields may have distorted yields at home by artificially pulling them down and inverting the curve. 

Index Q3 Return* 2019 YTD Return  
DJIA1 +6.02% +22.34% 
NASDAQ Composite2 +12.17% +35.23% 
S&P 500 Index3 +8.53% +28.88% 
The Global Dow4  +7.57% +18.88% 
Bond Yields Yield as of Sep 30 & Change* Yield as of Dec 31, 2018 
3-month T-bill          1.55%                   -0.33% 2.45%       
2-year Treasury          1.58%                   -0.05% 2.48%       
10-year Treasury          1.92%                   +0.24% 2.69%            
30-year Treasury          2.39%                   +0.17%  3.02%        
Commodities Dec 31 Price Monthly Change* Year end 2018 
Oil per barrel5        $61.06                  +$6.99      $45.41 
Gold per ounce6    $1,523.10                 +$50.20 $1,279.00 

Sources: U.S. Treasury, MarketWatch, *Quarterly: Sept 30, 2019 – Dec 31,2019 
 

A Look Ahead 
 
We began 2018 with extreme optimism, but stocks peaked in January and the S&P 500 recorded its first decline 

since 2008.  

We began 2019 in a somber mood, but the year recorded its best performance since 2013. Does that mean we’re 

in for another troubling year?  Well, the S&P 500 Index posted a gain of 11% in 2014 after 2013’s banner year.  

So, let’s not read too much into the 2018-2019 pattern. 
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Many argue that the long-running bull market is living on borrowed time.  A bear market must be lurking around 

the corner, right?  

Economic Cycles Feed Bull and Bear Markets 

Since the mid-1960s, bear markets have centered around recessions.  The one glaring exception was the one-

day 1987 stock market crash. 

Much will probably depend on the economy.  While trade tensions created some worries, the consensus that 

economic growth wouldn’t stall likely cushioned the downside when volatility surfaced in May and August. 

Taking a longer view, economists generally have an unenviable record of forecasting a recession.  No one’s crystal 

ball is perfect, but conditions that have historically preceded a recession aren’t in place today. 

1. Rising interest rates/rising inflation (recessions: 1974, 1980, 1982, 1990, 2001), 

2. A credit squeeze that cuts off cash to businesses and consumers (recessions: 1980, 2008), 

3. Asset bubbles (recessions: 2001, 2008).  While we enter 2020 at highs, valuations in 2000 (earnings vs 

stock prices) were much higher. Interest rates were also higher. 

4. Oil supply shock (recessions: 1974, 1990). 

In addition, the decade-long economic expansion has been subpar by historical standards.  It hasn’t produced 

excess euphoria that generates excessive business investment and economic imbalances, as we saw in the late 

1990s. 

We’re in uncharted economic territory today, and the unemployment rate is low.  Longer term, the stock market 

responds to the economic environment.  We’ve seen that occur in previous expansions and recessions, we saw it 

during the last decade, and it seems likely to continue as we move forward. 

Investor’s Corner 

Control what you can control.  You can’t control the stock market, and timing the market isn’t a realistic tool, but 

the one variable you can control is your investment portfolio. 

Among other factors, your plan should consider your time horizon, risk tolerance, and financial goals.  Investors 

with a long-term time horizon that adhere to a holistic financial plan, which takes various cycles into account, are 

on the best path to wealth creation and their financial goals.   

Risks never completely abate, but they can be managed while taking advantage of the long-term upward bias in 

stocks.  

Please call us with any questions or if you would like to schedule a review or discuss other 
financial matters. 
 
 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly.  Past 

performance does not guarantee future results. 

2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance does not 

guarantee future results. 

3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past performance does not 

guarantee future results. 

4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past performance 

does not guarantee future results. 

5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 



6 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 

Securities, insurance and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC.  Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not  affiliated with SagePoint Financial 
Inc. or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 
and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal 
and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations of 
the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 
referenced will be profitable or be suitable for your portfolio.                 
                            
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing 
material is accurate or complete. The information contained in this report does not purport to be a complete description of 
the securities, markets, or developments referred to in this material. Any information is not a complete summary or 
statement of all available data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 
may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions. 
 
 
 

 

                                                                                                       

 

 

We would be honored if you would 
 

✓ Add a name to our mailing list 

✓ Have someone come in for a complimentary financial checkup  
 

Please call Chris Hartrich or Eric Rechtin at (314) 394-2354 and we will be happy to assist you! 
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