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Investment Strategy & Research 
Week in Review  

Monday, Oct. 7, 2019 

The Investment Strategy & Research team of Hilliard Lyons, A Baird Company, supports you and your Wealth Advisor 
with investment guidance to help you separate meaningful news from idle noise via timely market commentary. 

Stocks Down Again 
US stocks fell a third straight week as the historically strong fourth quarter 
got off to a rough start. Energy, now the worst performing sector of 2019, 
was again a laggard as oil fell ~7% before paring losses Friday. Fixed 
income provided support as rates plummeted mid-week. The VIX (the 
stock market’s fear gauge) closed above 20 for the 15th time this year. 

The Hilliard Lyons View: As noted above, Q4 has historically been the 
best quarter for US stocks, but it began ominously. Sparked by 
unexpectedly poor economic data released Tuesday morning (more below), 
the market proceeded to sell off ~5% over the next two days before 
recovering losses. Amid a trade war, impeachment inquiry, and generally 
uninspiring economic results, we may still see the Q4 bump investors will 
hope for, but we believe it will be a rockier road than usual to get there. 

Economic Data Disappoints  
ISM Manufacturing PMI came in at 47.8, a decade-low and firmly in 
contraction territory; 15 out of 18 sectors contracted in September. 
Further, ISM non-Manufacturing PMI came in at 52.6, below consensus and 
near three-year lows. Finally, the Jobs report Friday was thankfully more 
mixed. The economy added 136k jobs in September, less than expected 
but positive, while revising +45k for July & August. Wage growth hovered 
around 3% while the unemployment rate hit a new 50-year low of 3.5%. 

The Hilliard Lyons View: More data is indicating that the US economy is 
slowing at a slightly increasing pace. The question becomes: muddle-
through or recession? We still lean toward the former. At the risk of beating 
a dead horse, the US consumer remains healthy and has the juice to prop 
up a down cycle for business investment and manufacturing production. 
Still, to use the popular baseball metaphor, it does look increasingly likely 
that we are in the later innings of this expansion, with job growth slowing 
and wage growth having seemingly formed a top.  

Yields Plummet  
Rates made one of their biggest moves of 2019 last week; the 2-year plummeted to a new YTD low Thursday. 

The Hilliard Lyons View: We view steepening curves as a positive sign that the market has faith in the Fed to deliver needed 
stimulus should the manufacturing contraction continue to spread through the economy; the odds of another 2019 cut are 89%. 

A Look Ahead 
The Hilliard Lyons View: All else will take a back seat to geopolitics this week as a Chinese delegation arrives in DC to discuss 
trade. Past “trade talks” oft have been contentious and rarely clarifying, but nevertheless, any direction on the Administration’s 
position will be useful. Elsewhere, FOMC minutes are released Wednesday; investors will be looking for clarity on the widening 
gap between the Fed’s voting members. Earnings remain quiet, but Citigroup, Delta Air, and Domino’s do deliver results. 

ISM Manufacturing PMI came in at 47.8, a decade-low 
and firmly in contraction territory. 

Markets Review 

 

Source: Bloomberg 

SEE IMPORTANT DISCLOSURES ON PAGE 2 
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S&P 500 – index comprised of ~500 large-cap US equities listed on the NYSE or NASDAQ. 
Russell 2000 Index – index comprised of ~2000 small-cap US companies. 
MSCI EAFE – index comprised of large and mid-cap securities across 21 developed markets, including countries in 
Europe, Australasia and the Far East. This index does not include US or Canadian companies. 
MSCI EM - index comprised of large and mid-cap securities across 24 emerging markets. 
Bclys US Agg – (Bloomberg Barclays US Aggregate Total Return Bond Index, Unhedged) total return bond index 
comprised of taxable, dollar-denominated debt. 
Oil--WTI – represents West Texas Intermediate Crude Oil, a grade of light crude oil used as the underlying 
commodity in many indices and futures contracts. 
Oil--Brent – represents Brent Crude Oil, a grade of light crude from the North Sea used as a global benchmark price. 
IG Spread – (Investment Grade Spread, Bloomberg Barclays USD Liquid IG Corp Average OAS) represents the yield 
difference between an index of investment-grade rated bonds and a spot Treasury bond curve. 
HY Spread – (High Yield Spread, Bloomberg Barclays US Corporate HY Average OAS) represents the yield difference 
between an index of below investment-grade rated bonds and a spot Treasury bond curve. 
 

 

Each client’s investment needs, risk tolerance, and goals are different. This newsletter is not meant to be advice for any 
specific investor. Nothing in it should be construed as an offer to sell, or a solicitation of an offer to buy, any securities. 
This should not be used as the sole basis for an investment decision. Any opinions or estimates are subject to change 
without notice. For information about how any of this information applies to your personal financial situation, please 
contact your Wealth Advisor. 

Past performance is not a guarantee of future results.  
 
Although the information provided to you in this newsletter was obtained or compiled from sources that we believe 
are reliable, J.J.B. Hilliard, W.L. Lyons, LLC, A Baird Company, cannot, and does not, guarantee that the information 
or data is accurate, timely, valid, or complete. 
 
All investing involves risk, including the possible loss of principal. You should carefully consider 
investment objectives, risks, charges, and expenses of any investment before investing. Diversification 
and asset allocation do not guarantee a profit or guarantee against a loss. Note: It is not possible to 
invest directly in an index.  
 
Stock markets, especially foreign markets, are volatile and can decline significantly in response to adverse issuer, 
political, regulatory, market or economic developments. The bond market is also volatile, and fixed income securities 
carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This effect can be more 
pronounced for longer-term securities.) Fixed income securities also carry inflation risk, liquidity risk, call risk, and 
credit and default risks. 
 

IMPORTANT DISCLOSURES  
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