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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. 
 
Trade Headlines and the Federal Reserve 
 
Corporate earnings, Federal Reserve policy, and the economy have historically played a big role in influencing 
stocks.  

While Fed policy factored into market activity in Q3, earnings and the economy took a backseat to trade headlines 
and geopolitical issues.  

Index Q3 Return* 2019 YTD Return  
DJIA1 +1.19% +15.39% 
NASDAQ Composite2 -0.09% +20.56% 
S&P 500 Index3 +1.19% +18.74% 
The Global Dow4  -1.71% +10.51% 
Bond Yields Yield as of Sep 30 & Change* Yield as of Dec 31, 2018 
3-month T-bill          1.88%                   -0.24% 2.45%       
2-year Treasury          1.63%                   -0.12% 2.48%       
10-year Treasury          1.68%                   -0.32% 2.69%            
30-year Treasury          2.12%                   -0.40%  3.02%        
Commodities Sep 30 Price Monthly Change* Year end 2018 
Oil per barrel5        $54.07                  -$4.40      $45.41 
Gold per ounce6    $1,472.90                +$59.20 $1,279.00 

Sources: U.S. Treasury, MarketWatch, *Quarterly: June 28, 2019 – September 30,2019 
 

It’s not that the economic data had no influence.  An expanding economy cushioned August’s decline, which was 
a modest peak-to-trough drop of 6.1% for the S&P 500 Index (St. Louis Federal Reserve data). 

If the data had signaled a sharp slowdown or a possible recession, stocks would likely have had a much weaker 
quarter.  Instead, most major indices eked out a gain. 

Still, investors took their cues from trade headlines for much of the quarter.  In some respects, that’s been the case 
for the entire year. 

Talk that China and the U.S. would agree to comprehensive trade deal fueled gains early in the year.  That is, until 
the train leading toward an agreement ran off the tracks in early May.  

China backed away from previously agreed-upon terms, President Trump retaliated with new tariffs, and a tit-for-
tat escalation between the economic superpowers ensued. 

In early June, the Fed shifted gears and hinted rate cuts might be needed as a buffer against trade uncertainty. 
Mix in a de-escalation of tensions and stocks recovered. 
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Fed funds rate: Sep 2019; Unemployment Rate: Aug 2019; Inflation Rate: Aug 2019 
Inflation Rate: Core PCE Price Index, which excludes the more volatile food and energy categories 
Left axis: fed funds rate 
Right axis: unemployment & inflation rates 
 

Enter August, and the Fed reduced the fed funds rate (Figure 1), but unsettling trade headlines created stiff 
headwinds.  In September, the Fed cut again.  

But sentiment improved when more comforting headlines revealed both sides would engage.  A new round of 
negotiations between the U.S. and China are on the calendar. 
 

 

 
 
 

 
Drama Hits a Fevered Pitch in the Nation’s Capital 
 
U.S. House Speaker Nancy Pelosi said she would support an impeachment inquiry against President Trump, 
which adds another layer of uncertainty into the stock market equation.  Yet, the initial reaction from investors has 
been muted. Likely reason—the economic fundamentals are favorable.  Still, many investors are asking what the 
political turmoil may mean for stocks.  
 
Past impeachment proceedings may offer some clues (Table 1). 

During President Nixon’s second term, inflation and interest rates were high, and the economy slipped into a steep 
recession.  In other words, the economic fundamentals were terrible. 

While Nixon resigned from office without being impeached, the House impeached Clinton but the Senate failed to 
convict.  Despite the political turmoil, stocks performed well amid a favorable economic backdrop.  

Although no economic cycle follows the exact same path, today’s economic environment is more closely aligned 
to the late 1990 than the mid-1970s. 
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Table 1: Then vs Now 

1973-74—Bear Market 1998—Bull Market 2019—? 

Inflation rose to double-digit levels, 
peaking at over 12% 

Inflation low and slowing Inflation is low 

Interest rates were spiking higher; 
prime loan rate hit 12% 

Interest rates steady Interest rates are low 

OPEC oil embargo roils economy; oil 
prices rise four-fold 

Oil plentiful; prices stable A glut of oil exists today, and prices are 
well below levels of recent years 

The unemployment rate jumped; the 
economy fell into a steep recession 

The economy expanding The economy is expanding, and the 
unemployment rate is near a 50-year low 

Source: St. Louis Federal Reserve, U.S. State Dept.  
 Past performance is no guarantee of future performance 

 
Final Thoughts 

As we enter Q4, uncertainty increases, and investors will continue to grapple with trade, a possible European 
recession, Brexit, and a soft manufacturing sector.  Yet, an expanding economy, low interest rates, an 
accommodative Federal Reserve, stability in bond yields, and cautiously upbeat trade headlines have lifted the 
major indices.  

We have seen volatility on a short-term basis, and we may see more. 

However, the two 2019 selloffs—one in May and one in August—amounted to less than 7% each (St. Louis Federal 
Reserve).  And shares subsequently recovered.  For the longer-term investors, 2019 has been relatively calm, and 
stocks and bonds have performed well. 

 

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! 
 

 

(314) 394-2354 

www.leerfinance.com 

 

Eric Rechtin 
Eric@LEER-Financial.com 

 

Chris Hartrich 
Chris@LEER-Financial.com 

 


