
 
 
 
 
 
 

Annual Market Insights & A Look Ahead 
 
A Banner Year, A Banner Decade 
 
The decade began under a dark cloud. The U.S. was climbing out of the Great Recession, and 

many wondered whether the economy might flounder for years. However, as investment 

legend Warren Buffett likes to say, “Never bet against America.” 

The economy officially exited the Great Recession in July 2009. As of July 2019, the 

expansion became the longest on record. The unemployment rate ended 2009 at 9.9% and 

fell to 3.5% as of December 2019. Over the same period, 22.4 million jobs were created. 

The S&P 500 Index bottomed on March 6, 2009 at 676.53, closed at 1,115.10 on December 

31, 2009. Ten years later, it finished the decade at 3,230.78. Figure 1 provides a graphic 

illustration of the long-running bull market. 

 

We see a bull market that can be roughly broken into three periods, interrupted by sideways 

action that lasted approximately 18 to 24 months. 

We recognize that stocks do not move up in a straight line, and Figure 1 highlights the 

hurdles that temporarily sidelined the bulls. Yet, powerful tailwinds provided by modest 
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economic growth, profit growth, low interest rates, low inflation, and corporate stock 

buybacks helped power gains throughout the decade. 

The two biggest periods of volatility occurred in 2011 and late 2018. During 2011, recession 

worries surfaced amid an expanding eurozone debt crisis.  

During late 2018, growing trade tensions between the U.S. and China collided with anxieties 

that Fed rate hikes might push the economy into a recession. But rate hikes that began in 

late 2015 didn’t carry over into 2019. Instead, the Fed cut the fed funds rate three times, 

from 2.25-2.50% to 1.50-1.75%.  

2019 

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 2 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. 
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Collapsing Yields 

One of the biggest surprises of the year was the downturn in Treasury bond yields – see 

Figure 3. The drop in yields coincided with late 2018 stock market volatility but continued 

even as stocks recovered.  

 

Several factors played a role.  

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

inflation remained low. In addition, yields around the world tumbled, which made Treasury 

bonds an attractive alternative (further driving down rates). 

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 year 2020 

begins. The steep drop in global yields may have distorted yields at home by artificially 

pulling them down and inverting the curve. 

 

Stock Indices  4th Qtr. Return*  
Sept. 30, 2019 – Dec. 31, 2019 

2019 Return* 
 Dec 31, 2018 – Dec 31, 2019 

S&P 500 (large)  +9.07%  +31.49% 
S&P 400 (midsize)  +7.06%  +26.20% 
Russell 2000 (small)  +9.94%  +25.52% 
MSCI EAFE (intl.)  +8.17%  +22.01% 
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Bond Yields  12/31/2019 Yield & Yrly. Change  Yield a/o Dec. 31, 2018 
3‐month T‐bill  1.55%         (‐0.90%)  2.45%           
2‐year Treasury  1.58%         (‐0.90%)  2.48%            
10‐year Treasury  1.92%        (‐0.77%)  2.69%            
30‐year Treasury               2.39%        (‐0.63%)  3.02%            
Commodities  12/31/2019 Price & Yrly. Change  Year end 2018 
Oil per barrel  $61.06         (+$15.65)  $45.41 
Gold per ounce  $1,523.10     (+$244.10)  $1,279.00 

*Stock indices include reinvested dividends and are not annualized for the 4th quarter 
 
A Look Ahead 

We began 2018 with unbridled optimism. Stocks peaked in January of that year, however, 

leading to the first decline in the S&P 500 Index since 2008.  

Investors 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. 

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: the one-day 1987 stock market crash. 

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

2019 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 are not 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 

Focus on what you can control. You can’t control the stock market, and timing the market 

isn’t a realistic tool. 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 

achieving their financial goals.   

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

term upward bias in stocks.  

Final Thoughts 

There are many exciting things happening at Hopwood Financial. In an effort to constantly 

improve our offering to our clients and provide them with the best experience possible, we 

have a new addition to our team: Lauren Harvey who will be a Support Advisor.   Lauren 

graduated magna cum laude from Virginia Tech where she studied Finance with a 

concentration in Financial Planning. Lauren is a candidate for the CFP® certification.  

Lauren enjoys traveling, hiking, and cheering on the Washington Capitals and Virginia Tech 

Hokies. Please say hi to Lauren if you get a chance.  

In addition, we are very pleased to announce that both Joni Alt, CFP® and Herb 

Hopwood, CFP®, CFA were both named by Washingtonian magazine as top financial 

advisors in the DC Metropolitan area. We feel very honored to have received this recognition 

and it is very appreciated.  

Also, Joni has recently passed the Enrolled Agent exam and now carries the EA 

designation.  This is a significant tax advisor designation.  Not only is it a difficult exam, but 

it demonstrates Joni’s commitment and expertise in tax matters which she can share with 

our clients.  

Thank you for your business and we look forward to working with you in 2020.  
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