
SEPTEMBER 2019

Market Perspective
A MONTHLY MARKET COMMENTARY
FOR TODAY’S INVESTORS

Economic & Market Overview
Trade war keeps equity markets on edge:
Stocks posted their worst monthly performance since May 
as rising trade tensions between the U.S. and China soured 
market sentiment. Weak global economic data and the 
inversion of the 10-year and 2-year Treasury yield curve 
added to concerns. Hope for a de-escalation in trade tensions 
at the end of the month helped the S&P 500 avoid a fifth 
consecutive weekly decline. Emerging markets led foreign 
equity markets lower, faced with a strengthening U.S. dollar 
and another debt crisis in Argentina. Refer to Chart 1 for 
trailing returns across equity markets.

What worked in August? 
Defensive sectors built on their leadership for the year. Utilities, 
real estate, and consumer staples were the only sectors with 
positive returns for the month.  Energy and financials sectors 
performed the worst, hurt respectively by weaker oil prices and 
declining interest rates.  Amid the risk-off backdrop, investors 
favored stocks with better growth prospects and the relative 
stability of larger capitalization companies. Refer to Chart 2 for 
best and worst performing equity sectors for the month.

Bonds had best month in a decade: 
A flight to quality and a surge in negative-yielding foreign 
bonds pushed major U.S. fixed income sectors higher for the 

month. Long-term  Treasury bonds posted double-digit returns for 
the month as 30-year Treasury yields fell below 2% for the first 
time ever and 10-Year Treasury yields reached three-year lows. 
Investment grade corporate bonds had their best August in 37 
years while high yield corporate bonds lagged other sectors in 
this risk-averse environment. Refer to Chart 1 for trailing returns 
across fixed income sectors.

Investors continue to flee volatile markets: 
The S&P 500 Index has gained over 18% so far in 2019, despite 
weak August results. But looking at investors’ behavior one would 
never know it. Even as markets soared this year, investors pulled 
over $100 billion out of equities while putting over $400 billion 
into bond and money market funds. It’s not just retail investors 
who are risk-averse. State Street’s Investor Confidence Index 
measures institutional investors’ current equity exposure against 
their typical exposure. This index shows that institutional investors 
have also been very bearish on equities throughout 2019. That 
leaves billions of dollars on the sideline that may bolster equity 
markets when these flows reverse.

Geopolitical risks derail business investments: 
Geopolitical risks hit all-time highs this summer according to the 
BlackRock Economic Institute. Risks such as the U.S.-China trade 
dispute, continued uncertainty surrounding Brexit, Argentina’s 
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Source: FactSet

Strong trade growth is the sign of a healthy global 
economy. Trade growth collapsed in the financial 
crisis of 2008-09, rebounded quickly and then 
grew only modestly until 2018. Rising trade tensions 
globally and increased concerns about U.S. growth 
led to negative trade growth in 2019.  In fact, global 
trade is falling faster than any time since 2009.

Lowest growth in world trade since 2009

DID YOU 
KNOW?

World Trade Growth Turned Negative in 2019
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financial crisis, and U.S.-Iran tensions are impacting most 
economies globally. So why do we care if geopolitical risks are 
so high? Increased risks have created uncertainty for companies 
across the globe.  Businesses are affected by economic 
slowdowns and disruptions to supply chains. Business heads 
are reassessing their supply chains, seeking alternative markets, 
and delaying capital expenditures. This has dampened business 
investment and is unfavorable for financial markets.  It also 
makes it difficult for investors to decide where to invest.

Chart 2: Best & Worst Performing S&P 500 Sectors
August 2019

■ Best   ■ Worst 

Source: SAAMCo and Morningstar Inc.
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Chart 1: Monthly Index Returns – August 31, 2019
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The price of equity securities may rise or fall because of changes in the 
broad market or changes in a company’s financial condition, sometimes 
rapidly or unpredictably.

Bonds may cause the value of your investment to go up or down in 
response to changes in interest rates or defaults (or even the potential for 
future defaults) by bond issuers.

Futures contract is a legal agreement to buy or sell a particular 
commodity or asset at a predetermined price at a specified time in the 
future. Futures contracts are standardized for quality and quantity to 
facilitate trading on a futures exchange. The buyer of a futures contract 
is taking on the obligation to buy the underlying asset when the futures 
contract expires. The seller of the futures contract is taking on the 
obligation to provide the underlying asset at the expiration date.

Housing performance return is the year-over-year gain in the median 
existing-home price for all housing types, reported by the National 
Association of Realtors® every month.

Value Investing - The investor’s judgment that a particular security is 
undervalued in relation to the company’s fundamental economic value 
may prove incorrect.

Growth Investing- These stocks normally carry higher price/earnings 
ratio than many other stocks. If earnings expectations are not met, market 
price of growth stocks will often decline more than others stocks.

International investing involves a greater degree of risk and increased 
volatility. In emerging countries, these risks may be more significant.

S&P 500® Index tracks the common stock performance of 500 large-
capitalization companies publicly traded in the United States.

Russell 2000® Index measures the performance of the 2,000 smallest 
companies in the Russell 3000® Index and is widely recognized as 
representative of small-cap stocks.

Russell 1000® Growth Index measures the performance of those 
Russell 1000® Index companies with higher price-to-book ratios and 
higher forecasted growth values. 

Russell 1000® Value Index measures the performance of those 
Russell 1000® Index companies with lower price-to-book ratios and 
lower forecasted growth values. 

MSCI® EAFE® Index is a free float-adjusted market capitalization 
index designed to measure the equity market performance of developed 
markets. It includes stocks from 21 developed markets, but excludes U.S. 
and Canada.

MSCI® Emerging Markets Index is a free float-adjusted market 
capitalization index that is designed to measure equity market 
performance of emerging markets.

Bloomberg Barclays 1-3 Month U.S. Treasury Bill is designed to 
measure the performance of public obligations of the U.S. Treasury that 
have a remaining maturity of greater than or equal to 1 month and less 
than 3 months. The Index includes all publicly issued zero coupon U.S. 
Treasury Bills that have a remaining maturity of less than 3 months and 
at least 1 month, are rated investment-grade, and have $300 million or 
more of outstanding face value.

Bloomberg Barclays U.S. Aggregate Bond Index is an unmanaged 
index of domestic investment-grade bonds, including corporate, 
government and mortgage-backed securities.

Bloomberg Barclays U.S. High-Yield 2% Issuer Capped Bond 
Index is a component of the Bloomberg Barclays U.S. Corporate 
High-Yield Bond Index, which covers fixed-rate, non-investment grade 
corporate debt of issuers in non-emerging market countries. It is not market 
capitalization-weighted--each issuer is capped at 2% of the index.

Bloomberg Barclays U.S. Treasury Inflation Protected Securities 
(TIPS) Index consists of Treasury inflation-protected securities issued by 
the U.S. Treasury with a remaining maturity of one year or more.

This report is to be used for informational purposes only. In no event 
should it be construed as a solicitation or offer to purchase or sell a 
security. 

The information presented herein is taken from sources believed to 
be reliable, but is not guaranteed by SAAMCo as to accuracy or 
completeness.

Past performance does not guarantee future results. 
Diversification does not guarantee investment returns and does not eliminate the risk of loss.
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About SAAMCo

SAAMCo is an established asset management boutique that helps shareholders build wealth through a series of 
disciplined investment strategies and innovative products. SAAMCo managed or administered $86.4 billion as of  
July 2019.


