
 

 

 

Q2 2019 Economic & Market Review – U.S. economy enters 

longest expansion in history despite global headwinds 
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  April 30 May 31 June 28 Beginning of year 

10-year Treasury Yield 2.51% 2.14% 2.01% 2.69% 

Gold (London pm fixing 

per ounce in dollars) 
1282.30 1295.55 1412.50 1285 

WTI Crude 63.91 53.50 58.20 45.8 

VIX Index 13.12 18.71 15.08 25.42 

     All economic and market data as of 6/28/2019 

Economic Review 

• The second quarter was largely defined by heightened geopolitical risks, a record long U.S. 

economic expansion despite signs of a slowdown in global economic growth, and more 

accommodative policies from global central banks.  

 

• Geopolitical risks were elevated during much of the second quarter. Trade tensions between 

the United States and China remained elevated during most of the quarter in preparation for 

what was billed as high-stakes meetings between the two countries at the G-20 Summit held at 

the end of June. At the G-20, President Trump and President Xi agreed to continue trade 

discussions while both sides provided some concessions in the form of increased agricultural 

purchases by the Chinese of U.S. goods, and a partial easing of U.S. tech export restrictions to 

Chinese tech company Huawei. Nevertheless, the trade war between the U.S. and China is still 



 

 

far from over despite the détente. Also, on the trade front, many market participants were 

relieved as a potential launch of tariffs by the U.S. on imported vehicles and auto parts from the 

European Union, Japan and other counties, was delayed in May by 180 days. Meanwhile, 

tensions between the United States and Saudi Arabia against Iran grew during the quarter in 

response to the U.S. blaming Iran for oil tanker attacks in the Middle East, and the Saudis 

blaming Iran for missile attacks on their territory. In the U.K., Prime Minister Theresa May 

stepped down as leader of the Conservative Party and announced she would also depart as 

Prime Minister once a replacement is found. May’s departure was caused by a failure to 

complete Britain’s departure from the European Union as voted on by a U.K. referendum in 

2016. The new deadline for the U.K. to ratify a withdrawal agreement from the European Union 

is set for October 31, 2019.  

 

• The U.S. economy surpassed its longest expansion in history at the end of the second quarter, 

with GDP rising for a record 121st consecutive month. Since the start of the expansion in June 

2009, the unemployment rate has fallen from a peak of 10% to 3.6% and the S&P 500 has 

reached new record highs by more than 220%. Despite the great length of the economic 

expansion, the pace of growth has been relatively low with GDP growth averaging 2.3% 

annually or 25% in aggregate over the 121-month period. Of the last seven economic expansion 

periods in the U.S., the 25% aggregate GDP growth rate ranks fifth with the expansions of 1961 

(52%) and 1991 (43%) significantly exceeding the current economic expansion rate thus far. 

The forward-looking picture for global economic growth is less clear. The latest readings of 

manufacturing activity, as defined by the Purchasing Manager Indices across the globe, shows 

that just 13 countries had increased output in June (the largest being France, Australia and 

Sweden) while 14 countries had neutral output (including the United States) and 15 countries 

saw deteriorating manufacturing output in June (including most of the Eurozone, Hong Kong 

and South Korea).  On the other hand, a separate report of leading U.S. economic indicators by 

the Conference Board remained unchanged in its latest report for May at 111.8 signaling that 

the U.S. economic expansion may extend a bit longer with “growth expected to moderate to 

around 2% by year-end.”  
 

 

• The third key theme of the second quarter was increased accommodation from global central 

banks. In the U.S., the Federal Open Market Committee (FOMC) left interest rates unchanged in 

a range of 2.25% to 2.50%. In a statement following the most recent meeting on June 19, FOMC 

Chairman Jerome Powell stated that many of the members “now see that the case for somewhat 



 

 

more accommodative policy has strengthened.” The FOMC also cited increased uncertainties in 

the economy and removed a prior reference to being “patient” on inflation reaching its 2% goal. 

In other parts of the globe, central bankers were also largely dovish with the European Central 

bank providing indications of a potential interest rate cut in the next few weeks, the Bank of 

Japan continuing to ease monetary policy through quantitative easing, and the Bank of England 

putting any interest rate hikes on hold. In response to the central bank policy actions and 

slowdown in global economic growth, nearly 40% of all government bonds outstanding across 

the globe had a negative yield at the end of the quarter. This makes the quarter ending yield of 

2.01% on the 10-year U.S. Treasury not seem as low as one might first assume when compared 

to government yields across the globe.  

 

 

  Q219 YTD 1 Year 

S&P 500   3.79% 17.35%  8.22%  

Russell 2000  1.74%  16.17% -4.66% 

NASDAQ  3.96% 21.19% 8.95% 

MSCI EAFE   2.50% 11.77% -1.86% 

UK (FTSE) 1.46% 10.37% 1.51% 

Germany (DAX) 1.31% 17.42% 1.82% 

Japan (NIKKEI) -1.05% 6.30% -4.47% 

MSCI Emerging Markets   -0.31% 9.22% -1.37% 

Barclays Aggregate TR 3.29% 5.57% 5.85% 

     Market data as of 6/28/2019; all Price Return except for Barclays Aggregate TR 

 

Markets Review 

• Domestic equities were up during Q219 with the benchmark S&P 500 index returning 3.79% 

for the quarter.  While a modest return, this was a continuation of the upward momentum in 

the equity markets, which marks the best first half return in 22 years.  Small-cap stocks, as 

measured by the Russell 2000 Index, underperformed the broader market for the quarter, 



 

 

rising 1.74%.  Drilling down into sector performance, Information Technology stocks were the 

best performing sector during Q219, with the S&P 500/Information Technology index rising 

5.65%.  The worst performing sector was the energy sector, with the S&P 500/Energy losing  

-3.71%. 

 

After a strong first quarter, the markets continued their rally during Q219.   This year’s 

continued rebound has largely been driven by accommodative central banks, and the hope of 

resolution to the US/China trade negotiations.  Furthermore, the markets were supported by a 

solid Q1 US earnings season.  After earnings expectations had been revised to a lower point 

since the beginning of the year, companies were able to deliver positive surprises.  While the 

S&P 500 hit an all-time high in late June, investor optimism was tested with the 

announcements that the US would be moving ahead with tariff increases on US imports from 

China and the threat of Mexican tariffs, unless the Mexican government could assist in financing 

border security efforts.  Additionally, geopolitical tensions between the United States and Iran 

were at the forefront of market concerns at the end of the quarter, with Iran shooting down a 

US military drone, as well as attacking two oil transport tankers during the month of June. 

 

• International equities were up during Q219 with the MSCI EAFE index returning 2.50%.  

Looking at developed markets, U.K. stocks, as measured by the FTSE 100, returned 1.46% 

during Q219.   Stocks in Germany, as measured by the DAX index returned 1.31%.  Stocks in 

Japan were down slightly with a -1.05% return during Q219.  In emerging markets, stocks, as 

measured by the MSCI Emerging Markets index, were down -0.31% for the quarter, reversing 

relative outperformance versus the developed markets in Q1.  This emerging market 

underperformance was largely driven by uncertainty surrounding a potential US/China trade 

deal, as well as inflationary pressures in Pakistan and recessionary concerns in Chili.  

 

• Fixed income returns were mostly up during the quarter as interest rates fell with the yield on 

the 10-year Treasury note moving down from 2.407% to 2.007%.  The 10-year dropped below 

2% for the first time since 2016, as investors looked for safety following the release of much 

weaker-than-expected confidence in the final week of June.  The benchmark Bloomberg 

Barclays Aggregate Bond Index moved up 3.29% for the quarter. High Yield Credit 

underperformed Investment Grade during the quarter with the iBoxx US High Yield index up 

2.42%. 
 



 

 

• Commodity returns for the quarter were negative with the Bloomberg Commodities index 

losing -1.77% during Q2.  Oil prices were down for the quarter, with the WTI Crude declining 

by -3.41%.  While down for the quarter, oil staged a strong rebound late in the quarter, mostly 

driven by concerns around escalating tensions between the United State and Iran.  While oil 

prices were down, Gold performed well during the quarter, returning 8.37%.  Expectations for 

lower interest rates among global central banks and geopolitical concerns have made gold a 

preferred safe haven, along with US Treasuries.     

 

Past performance is no guarantee of future results. The statements provided herein are based solely on the 
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