
 

 
 

Monthly Review 
October: “All tricks…and Little Treats” 

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

US Large Cap  S&P 500 Index -6.84 -3.25 3.01 7.35 11.52 11.34 

US Mid Cap  Russell Mid Cap Index -8.33 -6.18 -1.85 2.29 8.50 8.45 

US Small Cap  Russell 2000 Index -10.86 -9.26 -0.60 1.85 10.68 8.01 

Int’l Developed  MSCI EAFE Index -7.96 -8.95 -9.28 -6.85 3.62 2.02 

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

-9.63 -11.00 -11.61 -7.81 6.58 5.16 

Emerging Markets  MSCI Emerging Markets Index -8.71 -11.65 -15.72 -12.52 6.52 0.78 

US Inv Grade Taxables  Barclay's Intermediate Aggregate 
Bond Index 

-0.31 -0.18 -1.17 -1.23 0.86 1.51 

US Inv Grade Munis  Barclay's Municipal 1 - 3 Year Index 0.03 -0.28 0.91 0.39 0.68 0.78 

High Yield Bonds  Barclay's National Municipal High 
Yield 

-1.25 -0.85 3.14 4.74 5.42 5.96 

Bank Loans  S&P/LSTA Leveraged Loan TR -0.03 1.06 4.00 4.54 5.37 3.97 

Emerging Market Bonds  JPMorgan Emerging Market Bond 
Index (USD) 

-2.23 -2.42 -5.61 -5.27 3.83 3.61 

US Real Estate  Wilshire US REIT TR USD -2.98 -2.86 -0.80 1.80 4.03 7.73 

Int’l Real Estate  Wilshire Ex-US REIT TR USD -4.03 -5.66 -4.82 2.09 2.85 3.56 

Commodities  S&P GSCI Commodity Index -5.84 -1.09 5.31 11.47 1.05 -10.83 

Cash Equivalents  Merrill Lynch 3 Month Treasury Bill 0.17 0.51 1.48 1.68 0.90 0.55 

        A Look Back 

October has a reputation for being a scary one for equity investors.  The longer term numbers didn’t necessarily back that 

reputation up coming into 2018:  From 1950-2017, equity markets have been positive 42 times and negative 26 times, with an 

average return of .78%...better than five other months, with September actually being the worst with an average return of -.64% 

and only 30 up years and 38 down years.  October sticks out in many memories because it represented two of the biggest monthly 

declines in market history with a -22% drop in 1987 and the more recent -16.8% debacle in 2008.  Those types of declines tend to 

leave an impression.  Fast forward to 2018, and an admittedly long running bull market faced another October.  And October won.  

The S&P 500 fell nearly -7% in the month and the Small Cap Russell 2000 was down even more at -10.86%.  International markets 

were equally bad, as Developed equities and Emerging Markets were negative by 9.63% and 8.71%, respectively.  In fact, domestic 

markets were down quite a bit more mid-month and rallied around 3% in the last two trading days to bring the YTD return to +3%.  

Potential causes for the rapid decline and increased volatility were many: trade war concerns with China, increasing short-term 

interest rates, weakened earnings guidance on some bell-weather stocks, and of course the worry of a long-in-the-tooth equity bull 

market, to name a handful.  Through November 2
nd

, with 75% of the S&P 500 companies reporting, 78% have beat earnings 

expectations and 61% came in with higher revenue numbers versus consensus.  However, 46 of the companies have given negative 

guidance for future earnings.  Additionally, there have been some rumblings out of Washington of potential breakthroughs with 

China on a trade deal.  Most recently, mid-term elections have come and gone with Democrats taking control of the House of 

Representatives and Republicans maintaining control of the Senate.  Initially, there seems to be enough for both parties to spin a 

positive outcome, and the market has responded with a very strong up day following the elections.  Currently the Dow is up over 

500 points and the S&P 500 over 53 points, making the month of November positive by over 4% in just the first week of trading!  

There are the treats… 

 A Look Ahead 

In our quarterly piece, we invoked a line from the movie Finding Nemo that talks about the importance of staying with the program, 

and to just keep swimming.  Even in the face of oncoming currents and potential headwinds, it is important to 

remember that an appropriate asset allocation and prudent management of your portfolio against market 

fluctuations is a tried and true investment philosophy that really works for the long-term investor.  It certainly 

doesn’t feel great when you find yourself in the middle of a month like the most recent October, but the most 

recent snapback in the last week in domestic equity markets is a shining example of why it is so important to 

have a steady hand at the wheel.  Historical market perspective certainly doesn’t take away present 

nervousness, but it does show how past tricks can turn quickly into present treats. 

 Loyd Johnson,  
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