
 

 
 

Monthly Review 
August: “Keep it Comin’ Love” 

Asset Class Index August 3 month YTD 1 Year 3 Year 5 Year 

US Large Cap  S&P 500 Index 3.26 7.76 9.94 19.66 16.11 14.52 

US Mid Cap  Russell Mid Cap Index 3.06 6.27 7.82 17.31 12.80 12.26 

US Small Cap  Russell 2000 Index 4.31 6.89 14.26 25.45 16.11 13.00 

Int’l Developed  MSCI EAFE (Europe, Australia, Far 
East)Index 

-1.93 -0.74 -2.28 4.39 7.04 5.73 

Int’l Dev. Small Cap  MSCI Developed Market Small Cap 
Index 

-0.80 -2.10 -1.48 7.46 11.38 9.99 

Emerging Markets  MSCI Emerging Markets Index -2.70 -4.70 -7.18 -0.68 11.42 5.04 

US Inv Grade Taxables  Barclay's Intermediate Aggregate 
Bond Index 

0.60 0.56 -0.39 -0.84 1.33 2.00 

US Inv Grade Munis  Barclay's Municipal 1 - 3 Year Index -0.04 0.59 1.15 0.45 0.87 0.90 

High Yield Bonds  Barclay's National Municipal High 
Yield 

0.80 1.66 4.86 6.21 7.18 7.14 

Bank Loans  S&P/LSTA Leveraged Loan TR 0.40 1.26 3.32 4.88 4.85 4.04 

Emerging Market Bonds  JPMorgan Emerging Market Bond 
Index (USD) 

-1.92 -0.91 -5.14 -4.64 4.60 4.81 

US Real Estate  Wilshire US REIT TR USD 2.96 8.18 5.14 6.84 9.25 10.56 

Int’l Real Estate  Wilshire Ex-US REIT TR USD -0.46 0.70 0.42 6.43 7.06 7.18 

Commodities  S&P GSCI Commodity Index 1.08 -1.17 7.61 22.19 -0.34 -11.32 

Cash Equivalents  Merrill Lynch 3 Month Treasury Bill 0.18 0.51 1.15 1.52 0.79 0.49 

        A Look Back 

I am at the stage in life where any car ride with my children inevitably winds up with me taking grief for my music selection.  One of 

the go-to’s is the music from the 1970’s, and so it was that recently, with some fairly aggressive complaints, that I heard this 1976 

classic from KC and the Sunshine Band.  Keep it Comin Love peaked at #2 on the Billboard charts and made it to #1 on the Hot Soul 

Singles chart.  Although not one of my favorite bands, this song has both a feel-good melody and a message that fits today’s 

markets.  Our current president hasn’t missed an opportunity to tout the current economy and specifically what equity markets 

have done since his election.  Whatever your politics, it is hard to deny that, domestically, things really have been pretty good.  

Unemployment remains historically low.  Second quarter GDP was just revised up to 4.2% from the initial 4.1% estimate.  With 

nearly all of the companies reporting in the S&P 500, 80% beat earnings estimates in the second quarter.  Keep it coming indeed!  

Although not always the case, the positives with the economic numbers have translated to the equity markets.  Large Cap stocks 

were up 3.36% in August and now stand positive almost 10% for the year.  Even the more optimistic prognosticators were hesitant 

to call for that kind of return back on January 1.  We were already eight years into a bull market, and there was reason to believe 

that things might slow.  The Fed was in the middle of their prolonged short-term rate hike program, in addition to selling off their 

vast book of bond securities purchased during the Great Recession.  Small Cap stocks did even better in the month with a 4.31% 

return and are up over 14% for the year.  Traditional bond allocations did better in the month as well.  The Barclays Intermediate 

Aggregate returned .60% in the month, but is still down .39% for the year.  The real drag in typical portfolio allocations continues to 

be international equities, as both Developed and Emerging Markets declined 1.93% and 2.70%, respectively. 

 A Look Ahead 

Our look ahead is not so different from the last several months.  We have stated throughout the year that present economic 

conditions and market behavior is consistent with favoring equities over fixed income.  Having said that, 

we have begun the process of getting a bit more defensive in how we get that exposure.  We are more 

neutral in our value vs growth call after riding the growth outperformance of the last couple of years, for 

example.  On the fixed income side we reduced our exposure to the corporate sector, as credit spreads 

have tightened.  The difference between investment grade paper and that below investment grade has 

narrowed, and as investors reach for yield they have driven that spread to a point where the risk/reward 

comparison makes less sense.  In many ways, it is perhaps a clearer crystal ball when looking out three to 

five years than it is three to five weeks.  With a long history as a guide, it is likely that we experience some market discomfort and 

even a recession in that longer timeframe.  However, trying to time that with shorter market factors is extremely difficult.  As we 

have seen again and again, markets can surprise and until evidence is more concrete, we say…keep it comin’. 

 Loyd Johnson,  
Chief Investment Officer 

 


