
Mid-Year 2019

Nelson Securities, Inc.
S

Celebrat ing Over          Years35 Managed Account Insight

Best First Half for Stocks since 2007; 
“Patient” Fed cuts rates in July

The fi rst half of 2019 was decisively posi  ve for the global 
fi nancial markets, as US stocks posted their best fi rst half since 
2007, as measured by the S&P 500, according to Capital Group. 
Stocks began the year with four straight months of gains, the 
best start in 32 years, fueled by the Fed’s “pivot” to a neutral 

monetary policy stance in Q1, which led to a be  er-than-expected Q1 GDP.  
The 2nd Quarter of 2019 was also strong for the markets; it started and 
ended well but had a treacherous middle, when US-China trade nego  a-
 ons broke down and tariff s were raised on both sides sending the global 

markets into a tailspin in May. Vola  lity shot up and investors clamored for 
safety in US Treasuries, driving down yields sharply.  

In June, however, the Federal Reserve succumbed to market pressures 
of signifi cantly lower Treasury interest rates across the yield curve, which 
resulted from the May swoon, and began signaling through communi-
ca  ons that it would lower policy rates if needed. The fi nancial markets 
began pricing in mul  ple rate cuts by the Fed, which was a drama  c change 
from expecta  ons of rate hikes in Q4-18. The ECB (European Central Bank) 
followed suit as well, saying that it be would open to rate cuts and fur-
ther Quan  ta  ve Easing (QE) to provide s  mulus to quell slowing growth 
and avoid an economic downturn. While the Fed held rates steady at its 
June mee  ng, it opened the door for a cut at the July 30-31 mee  ng. The 
combina  on of more accommoda  ve Central Banks and some indica  on 
that the US-China trade nego  a  ons were ge   ng back on track ahead of 
the G-20 mee  ng in Japan was the needed fuel for global stocks to rally 
strongly in June and end the fi rst half on a strong note. The S&P 500 and 
Nasdaq each hit new all-  me highs in Q2, gaining 3.8% and 3.6% for the 
quarter, respec  vely. Foreign markets followed the lead of the US both up 
and down in Q2.

The US markets con  nued to march higher in July, fueled by the Fed 
rate cut expecta  ons, adding to their gains for the year. The S&P 500 and 
Nasdaq posted new record highs in late July just ahead of the much-an  c-
ipated Fed mee  ng at month end. Though expecta  ons were for a 0.25% 
cut in Fed policy rates, some were an  cipa  ng 0.50%. The Fed cut rates 
0.25% at its July 30-31 FOMC mee  ng, the fi rst cut since 2008, but its 
statement and following press conference from Fed Chair Powell indicated 
that Fed may not be as accommoda  ve as the market believed calling it a 
“mid-cycle adjustment.” That sparked a sell-off  in stocks, which was part 
sell-the-news and part recalibra  on. Remarkably, in less than a year the Fed 
has moved from raising interest rates and being “a long way from neutral,” 
to pivo  ng to “pa  ent,” and now to cu   ng interest rates perhaps mul  ple 
 mes. Nonetheless, US stocks moved higher across the board in July, led 

by Nasdaq’s 2.1% surge. The Dow added 1.0%, while the S&P 500 gained 
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• Con  nue to employ well-diversifi ed investment por  olios 
across all eSAM Managed Account Objec  ves

• Remain steadfast through vola  lity enhanced by US-China 
Trade war, Federal Reserve policy and slowing global growth

• Maintain overweight US Stock Exposure rela  ve to Foreign
• Increased Quality in both Stocks and Bonds in March; Re-

duced Small-Caps to more neutral weigh  ng and added to 
Large-Caps/Quality Factor; Sold lower Credit Quality Bonds 
and added to Core Intermediate Bond alloca  on.

• Added Dura  on to Bond alloca  ons in March; Reduced JP 
Morgan Ultra Short-Term Income and added to Core Inter-
mediate Bond alloca  on to so  en interest rate hedge

• Geopoli  cal, global trade, economic slowdown and vola-
 lity risks remain in forecast, but we remain pa  ent and 

cau  ously op  mis  c

Key eSAM Investment Strategies...

• In Q1, it was the Fed’s “pivot” from  ghtening to “pa-
 ent” monetary policy that fueled gains for stocks, and 

in Q2 it was the Fed signaling it would be open to cut-
 ng interest rates to further the economic expansion

• Large-cap stocks led the market in Q2; S&P 500 had its 
best fi rst half since 1997 gaining 17.4%, while the Dow 
had its best fi rst half since 1999; Nasdaq led all in the 
fi rst half gaining 20.7%; Stocks added to their gains in 
July fueled by Fed rate cut expecta  ons

• Foreign stocks favored the Fed’s and ECB’s accom-
moda  ve policy stance and posted solid fi rst half 
gains with the MSCI EAFE index gaining 11.8%, while 
the MSCI Emerging Markets index rose 9.2%; foreign 
stocks, however, turned lower in July

• The Fed again held interest rates steady at both FOMC 
mee  ngs in Q2; however, the Fed moved from “pa-
 ent” to accommoda  ve at its June mee  ng appeasing 

the market. The Fed cut interest rates 0.25% at the July 
30-31 FOMC mee  ng; 10-year T-note yield closed July 
at 2.02%, down 39 basis points from the end of Q1

Market Quicktakes...

eSAM Edition

Like to receive these faster?  Just email nelsonsecurities@nelsonsecurities.com with your name!

Market Snapshot
 8-23-19 Q2-19  7-31-19
Dow Jones Industrials  +9.9% +2.6%  +15.2%
S&P 500  +13.6% +3.8%  +18.9%
Nasdaq  +16.8% +3.6%  +23.2%
Russell 2000  +8.2% +1.7%  +16.8%
S&P 400  +10.4% +2.6%  +18.3%
MSCI World All-Cap  +10.9% +3.1%  +16.0%
MSCI EAFE  +6.2% +2.5%  +10.3%
MSCI Emerging Markets  +0.8% -0.3%  +7.4%
Barclays Agg Bond Index  +8.9% +3.2%  +6.1%

Con  nued on page 2
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US Stock Alloca  ons
• SPDR® Por  olio Large Cap ETF - Core Passive US Large-Cap Stock ETF seeking total return performance* of its SSGA Large Cap Index 

Benchmark. (N/C in Conserva  ve; Mar-19: Increased in Moderate, Moderate-Aggressive and Aggressive)
• SPDR® Por  olio Mid Cap ETF - Core Passive US Mid-Cap Stock ETF seeking total return performance* of its small- and mid-cap S&P 1000 

Index Benchmark. (Mar-19: Reduced in Conserva  ve, Moderate, Moderate-Aggressive and Aggressive)
• SPDR® Por  olio Small Cap ETF - Core Passive US Small-Cap Stock ETF seeking total return performance* of its SSGA Small Cap Index Bench-

mark. (Mar-19: Reduced in Conserva  ve, Moderate, Moderate-Aggressive and Aggressive) 

Sector/Specialty Stock Alloca  ons
• iShares Edge MSCI USA Quality Factor ETF - Passively Managed Index exposure to Large and Mid-Cap stocks that focus on three posi  ve 

fundamental quality factors: high return on equity, stable year-over-year earnings growth and low fi nancial leverage.  (Mar-19: Increased 
in Conserva  ve, Moderate, Moderate-Aggressive and Aggressive)

• iShares Edge MSCI USA Momentum Factor ETF - Passively Managed Index exposure to Internet Technology growth stocks. (N/C Aggressive)   
Foreign Stock Alloca  ons
• SPDR® Por  olio Developed World ex-US ETF - Core Passive Developed Foreign Stock ETF seeking total return performance* tracking of the 

S&P® Developed Ex-U.S. BMI Index. (N/C Conserva  ve, Moderate, Moderate-Aggressive and Aggressive) 
• SPDR® MSCI EAFE StrategicFactors ETF - Passive Developed Foreign Stock ETF seeking total return performance* tracking of the MSCI EAFE 

Factor Mix A-Series Index that blends low vola  lity, quality and value exposures. (N/C Moderate-Aggressive and Aggressive)

Bond Alloca  ons
• SPDR® Por  olio Aggregate Bond ETF - Core Passive Intermediate-Term Bond ETF seeking total return performance* of its Bloomberg Barclays 

U.S. Aggregate Bond Index. (Mar-19: Increased in Capital Founda  on, Conserva  ve, Moderate, Mod-Aggressive)
• WisdomTree Barclays Yield Enhanced US Aggregate Bond ETF - Re-weights sub-components of BB US Aggregate Bond Index to enhance 

yield seeking total return performance* of its Bloomberg Barclays U.S. Aggregate Enhanced Yield Index. (Mar-19: Reduced in Capital 
Founda  on) 

• SPDR® Por  olio Intermediate Term Corporate Bond ETF - Passive Intermediate-Term Corporate Bond ETF seeking total return perfor-
mance* of its Bloomberg Barclays Intermediate US Corporate Index. 
(N/C Capital Guardian, Total Return, SAB, Capital Growth)

• SPDR® ICE BofAML Crossover Corporate Bond ETF - Passive exposure to corporate debt rated at levels where the lower end of invest-
ment grade debt and the higher end of high yield debt meet seeking total return performance* of its ICE BofAML US Diversifi ed Crossover 
Corporate Index. (Mar-19: Sold in Capital Guardian)

• SPDR® Por  olio Short Term Corporate Bond ETF - Passive Short-Term Corporate Bond ETF seeking total return performance* of its U.S. 1-3 
Year Corporate Bond Index. (Mar-19: Reduced in Capital Founda  on, Conserva  ve, Moderate, Moderate-Aggressive)

• JPMorgan Ultra-Short Income ETF - Ac  vely Managed exposure to investment grade, US dollar denominated debt and seeks to maintain 
dura  on of 1-year or less while seeking total return performance* of its ICE BofAML 3-Month US Treasury Bill Index. (Mar-19: Reduced in 
Capital Founda  on, Conserva  ve, Moderate, Moderate-Aggressive)

• iShares Floa  ng Rate Bond ETF - Passive exposure to US dollar denominated, investment grade fl oa  ng rate bonds seeking total return 
performance* of its Bloomberg Barclays US Floa  ng Rate Note < 5 Years Index. 
(Mar-19: Reduced in Capital Founda  on)

• iShares 0-5 Year TIPS Bond ETF - Passive exposure to short-term U.S. TIPS (Treasury Infl a  on Protected Securi  es) seeking total return 
performance* of its Bloomberg Barclays U.S. Treasury Infl a  on-Protected Securi  es (TIPS) 0-5 Years Index. (N/C Capital Founda  on, 
Conserva  ve, Moderate, Moderate-Aggressive)

Core and Strategic eSAM Investment Holdings 7-31-19

Special Note: eSAM Accounts invest in No Transac  on Fee Exchange Traded Funds (NTF ETFs). Consistent with the Securi  es Exchange Act of 1934 Sec  on 31, SELL transac  ons on ETFs (like closed-end funds and individual stocks) are subject 
to a fee collected by TD Ameritrade Ins  tu  onal and remi  ed to the SEC in the current rate amount of $0.0000231 per $1.00 of transac  on proceeds (rounded to the nearest penny). The SEC Sec  on 31 fee is shown on Client TD Ameritrade 
confi rms as “Reg Fee.” 

eSAM Account Allocations
7-31-19
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Investment Holding Changes since last Managed Account Insight are Bold in (Account Notes); N/C: No Change

*Before fees and expenses

Pursuant to the SEC Brochure Rule 204-3, the Investment Advisors Act of 1940, 
advisors are required to provide a copy of their ADV Part 2 Brochure to every 
advisory client. If you did not receive a copy of the Brochure or would like an 
addi  onal copy, please contact us at (800) 345-7593 or nelsonsecuri  es@nelson-
securi  es.com or visit www.adviserinfo.sec.gov using CRD# 14377. 
Securi  es off ered through Nelson Securi  es, Inc., a registered investment advisor/
Broker Dealer and member FINRA/SIPC.

No Bank Guarantee/ NOT FDIC or NCUA-Insured/ May Lose Value
Important Disclosures:
• PAST PERFORMANCE IS NO GUARANTEE FOR FUTURE RESULTS
• Returns and Sta  s  cs, including alloca  on percentages, represent a composite of each managed 
account objec  ve. Individual accounts may vary slightly from those represented above due to account 
size and other account-specifi c circumstances.
• eSAM Conserva  ve, Moderate, Moderate-Aggressive and Aggressive managed accounts may involve 
inves  ng in small and medium sized companies, interna  onal securi  es, high-yield securi  es, and 
ETFs that invest in a specifi c sector. All of which may increase the risk and vola  lity of the respec  ve 
managed account.
•There are risks associated with an investment in a bond fund including interest rate risk, credit risk, 
and infl a  on risk. Changes in interest rates may aff ect a bond’s price as they are inversely related. eSAM 
Capital Founda  on managed account invests100% in bond ETFs and cash equivalents to achieve its 
investment objec  ves.
• Each of our eSAM managed accounts have annual management fees charged by Nelson Securi  es, 
Inc./ Wealth Asset Managers based on the assets under management (AUM), as stated in the Investment 
Management Agreement. eSAM Capital Founda  on, Conserva  ve, Moderate, Moderate-Aggressive 
and Aggressive charge a maximum of 1.0% annually. eSAM managed accounts invest in No Transac  on 
Fee (NTF) Exchange Traded Funds (ETFs). Each ETF invested in charges their own respec  ve internal 
management and opera  ng expenses. See each prospectus for details.

eSAM Managed Account Objec  ves
Capital Founda  on 
Suited for conserva  ve investors seeking preserva  on of capital and income, with low vola  lity. Modest 
capital apprecia  on is a secondary objec  ve. Seeks to target approximately a 100% bond/cash weigh  ng 
over  me.

Conserva  ve 
Suited for Conserva  ve to Moderate investors seeking preserva  on of capital, income and modest capital 
apprecia  on with below-market vola  lity. Seeks to target approximately a 40% stock to 60% bond/cash 
weigh  ng over  me; Asset Alloca  on will tac  cally range from 30% - 50% Stocks, given changing market 
condi  ons.

Moderate
Suited for Moderate investors seeking capital apprecia  on and modest income poten  al with moderate 
market vola  lity, Seeks to target approximately a 60% stock to 40% bond/cash weigh  ng over  me; Asset 
Alloca  on will tac  cally range from 50% - 70% Stocks, given changing market condi  ons.

Moderate-Aggressive
Suited for Moderate to Aggressive investors with long-term investment  me horizons, seeking capital 
apprecia  on. Seeks to target approximately a 80% stock to 20% bond/cash weigh  ng over  me; Asset 
Alloca  on will tac  cally range from 70% - 90% Stocks, given changing market condi  ons. 

Aggressive
Suited for Aggressive investors with long-term investment  me horizons, seeking above-average capital 
apprecia  on and are comfortable with vola  lity. Seeks to target approximately a 100% Stock weigh  ng 
over  me; Asset Alloca  on will tac  cally range from 80% - 100% Stocks, given changing market condi  ons.

Con  nued from page 1

1.3%. The mid-cap S&P 400 rose 1.1%, while the small-cap Russell 2000 lagged with a 0.5% gain. 
Foreign markets cooled in July following the strong June gains.
The Outlook

The US-China trade war, ongoing nego  a  on developments, unrest in Hong Kong, slowing global 
growth, along with the Fed, will con  nue to drive market sen  ment for the foreseeable future. As 
vola  lity remains in the forecast, we will remain pa  ent and con  nue to employ disciplined and 
well-diversifi ed por  olios balancing risk and reward. August is off  to a rough start with a new 10% 
trade tariff  announcement and rising recession risk sending interest rates sharply lower to levels not 
seen since 2016. Pullbacks are common and while off  recent highs, the markets have remained resil-
ient, weighing shi  ing Fed and other Central Bank policy amid slowing global growth. 
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