
 

 
 

Monthly Review 
September: “Even The Losers…Get Lucky Sometimes” 

Asset Class Index September 

 

 

YTD 1 Year 3 Year 5 Year 

US Large Cap S&P 500 Index 2.06 
 

14.24 18.61 10.81 14.22 

US Mid Cap Russell Mid Cap Index 2.71 11.33 14.75 9.00 13.71 

US Small Cap Russell 2000 Index 6.24 10.94 20.74 12.18 13.79 

Int’l Developed MSCI EAFE Index 2.49 19.96 19.10 5.04 8.38 

Int’l Dev. Small Cap MSCI EAFE Small Cap Index 2.85 25.42 21.84 11.13 12.85 

Emerging Markets MSCI Emerging Mkts Index (.40) 27.78 22.46 4.90 3.99 

US Inv Grade Taxables Barclays Interm Aggregate Index (.38) 2.34 0.25 2.25 1.75 

US Inv Grade Munis Barclays Municipal Index (.17) 1.65 1.17 0.87 0.90 

High Yield Bonds Barclays US Corp High Yield Index 0.90 7.00 8.88 5.83 6.36 

Bank Loans Credit Suisse Leveraged Loan USD 0.41 3.04 5.36 3.96 4.40 

Emerging Market Bonds JPM Emerging Mkt Bond Index (.01) 8.73 4.15 6.05 4.32 

US Real Estate Wilshire US REIT Index (.08) 2.44 0.10 9.65 9.51 

Int’l Real Estate Wilshire x-US REIT Index (.07) 11.26 2.81 4.10 5.81 

Commodities S&P GSCI Enh. Commodities Index 3.32 (3.76) 1.79 (19.56) (14.38) 

Cash Equivalents Merrill Lynch 3 Month T-Bill .09 .57 .66 .32 .22 

A Look Back 

 Tom Petty released this classic from the ‘Damn the Torpedoes’ album in 1979.  The album reached #2 on Billboard Top 100 list and 

includes songs like ‘Here Comes My Girl’ and ‘Don’t Do Me Like That’ which have stood the test of time and are still popular and 

played today.  In examining current markets, there really aren’t too many losers this year, and the ones thought to be, are getting 

lucky sometimes.   In fact, from the asset classes listed above, only Commodities are negative for the year.  Interestingly, that asset 

class was one of the better performers in the month with 3.32% return, as energy and livestock led the way.  Smaller was better in 

September as Small Cap domestic equities broke out, gaining 6.24%.  Not listed above, even smaller Microcap stocks gained 8.15% 

in the month.  This was a change to what we have seen for most of the year with the larger, well established names outperforming.  

Traditional fixed income measures like the Bloomberg Barclays Intermediate Agg were negative in the month as interest rates rose 

across the yield curve.  Ten year treasuries ended the month at 2.33%, up from 2.12% in August.  Much of the movement has been 

linked to the most recent Federal Reserve meeting where Janet Yellen spelled out in more detail the mindset of the committee.  

Specifically, the expectations are for one more rate hike this year, followed by three more similar moves in 2018.  In addition, the 

committee announced their intention to start reducing their hefty $4.5 trillion balance sheet, born from the various quantitative 

easing tools used since the Great Recession, in October of this year.  The plan would be to start slowly with $10 billion of reduction 

monthly, ratcheting up to $50 billion a month by the middle of next year.  Either of those points could/would have been a major 

downer months ago, but have so far been well telegraphed and taken in stride by market participants.  Economically, another 

156,000 jobs were added in September, and the unemployment rate held steady at 4.4%.  With more than enough geopolitical 

concerns remaining and the nation divided over national anthem protests and professional athletes kneeling decisions, the equity 

markets continue to move onward and upward. 

 A Look Ahead 

 The road ahead is fraught with challenges.  We chose the last word carefully, and didn’t use “peril” or “danger” as is more 

commonly used.  We recognize that the domestic equity market has been on an incredible 8 ½ year run and sits at or near all-time 

highs in most indicies.  We also note that there hasn’t been more than a 3% pullback from any peak so far in 

2017.  Over the last 40 years, the S&P 500 has averaged intra-year drops of roughly 14% from peak to 

trough.  In other words, we are overdue for a setback!  The problem is, markets can be overdue for many 

things for a long time.  There usually is not a clear alert sounded like we see today from modern technology 

when bad weather approaches.  Additionally, it is quite possible that markets get a boost if a tax reform bill 

becomes a reality in the remaining months of 2017.  So, we keep our slight overweight to equities…with 

some caution, realizing that we have a diversified asset allocation to keep us from free falling. .RIP Tom Petty 

 Loyd Johnson,  
Chief Investment Officer 

 


