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market update 

“An investment in knowledge pays  
the best interest.” 

                            – Benjamin Franklin
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Market & Economic Synopsis
• Oil prices swing wildly after Saudi processors suffer drone attack, 

then report disruption will be short-lived.

• S&P 500 soars over 3,000, nearing July 2019 highs, as optimism 
prevails over U.S. – China trade talks.

• U.S. Treasury yields rally from short-term lows, bucking the trend 
for negative yields throughout global fixed-income markets.

• Apple and Microsoft reach $1T in market capitalization.

• Hurricane Dorian levels Bahamas, but weakens before reaching  
the U.S. mainland.

• Top Democratic candidate field whittled down to ten, 14 months 
prior to 2020 U.S. Presidential election.

Market Update
By all standards, the first eight months of the 2019 market 
performance in the United States has been phenomenal. The S&P 
500 enjoyed its best start to a year since 1997. Investment-grade bond 
performance is off to a blistering pace, with its best performance 
since 1995. Even gold and other benign performers in this bull 
market have contributed this year.

Naturally, the question I hear most often from clients is “How much 
longer can we expect this to last?” I recently attended a webinar 
hosted by Larry Adam, Raymond James’s Chief Investment Officer, 
where he outlines six reasons why the bull market can continue. 
Here is what I learned:

Valuations Not Yet Elevated
Despite being within 2% of all-time highs, valuations are not 
currently elevated and are in line with the five-year average. Much 
of the recent market downside movement is due to the concern of 
a global economic slowdown if U.S. – China trade rhetoric (and 
tariffs) escalate. This scenario could lower P/E multiples.
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Global Hunt for Yield Supportive of U.S. Equities
The S&P 500 dividend yield is currently higher than that of all 
developed market sovereign yields, making equities more attractive. 

Although a bad stock market can be significantly uglier than a bad 
bond market, low fixed-income yields make a compelling case to  
own and hold U.S. equities.
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Positive Earnings Growth
Earnings growth is expected to be positive in both 2019 and 2020, 
which should support a move higher for equities. Corporate earnings 
drive the stock market, and as the chart below indicates, corporate 
profitability continues to expand at a blistering pace.
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Market Top -24am -12am -9am -6am -3am -1am
9/16/1929 50.7% 41.4% 22.2% 22.9% 5.4%
3/10/1937 118.6% 26.7% 28.3% 15.5% 8.4% 2.8%
7/14/1943 22.7% 43.3% 34.0% 26.3% 12.1% 6.4%
5/29/1946 56.9% 27.4% 25.8% 13.0% 11.4% 2.8%
8/2/1956 60.5% 15.6% 17.4% 12.5% 3.3% 6.0%

12/12/1961 23.4% 27.8% 14.4% 9.8% 6.9% 2.2%
2/9/1966 21.9% 7.8% 4.7% 9.6% 2.3% 1.0%

11/29/1968 34.8% 14.7% 21.3% 10.7% 9.8% 4.4%
1/11/1973 30.7% 16.0% 9.5% 12.0% 9.8% 0.9%

11/28/1980 47.7% 31.6% 25.1% 25.4% 15.1% 9.7%
8/25/1987 79.9% 35.9% 35.7% 18.6% 19.4% 8.9%
3/24/2000 38.2% 20.4% 16.1% 19.6% 4.7% 12.9%
10/9/2007 30.9% 15.9% 10.8% 8.3% 2.2% 7.7%
Average 47.2% 25.7% 21.9% 15.7% 9.9% 5.5%
Median 36.5% 26.7% 21.3% 13.0% 9.8% 5.4%

7/26/2019 22.1% 6.6% 13.8% 13.6% 2.9% 3.8%
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Positive Upcoming Seasonality
Seasonality should be supportive for equities in the near term, as 
the fourth quarter has historically been the strongest quarter of the 
year for the S&P 500. 2018 was an exception to that trend, when 
we experienced a 20% dip in the S&P 500 in the fourth quarter. Be 
prepared for a “Santa Claus rally” in 2019.

50

70

90

110

130

150

170

190

400

900

1,400

1,900

2,400

2,900

3,400

2004 2006 2008 2010 2012 2014 2016 2018

S&P 500 - Price (LHS) S&P 500 - NTM EPS (RHS)

Market Top -24am -12am -9am -6am -3am -1am
9/16/1929 50.7% 41.4% 22.2% 22.9% 5.4%
3/10/1937 118.6% 26.7% 28.3% 15.5% 8.4% 2.8%
7/14/1943 22.7% 43.3% 34.0% 26.3% 12.1% 6.4%
5/29/1946 56.9% 27.4% 25.8% 13.0% 11.4% 2.8%
8/2/1956 60.5% 15.6% 17.4% 12.5% 3.3% 6.0%

12/12/1961 23.4% 27.8% 14.4% 9.8% 6.9% 2.2%
2/9/1966 21.9% 7.8% 4.7% 9.6% 2.3% 1.0%

11/29/1968 34.8% 14.7% 21.3% 10.7% 9.8% 4.4%
1/11/1973 30.7% 16.0% 9.5% 12.0% 9.8% 0.9%

11/28/1980 47.7% 31.6% 25.1% 25.4% 15.1% 9.7%
8/25/1987 79.9% 35.9% 35.7% 18.6% 19.4% 8.9%
3/24/2000 38.2% 20.4% 16.1% 19.6% 4.7% 12.9%
10/9/2007 30.9% 15.9% 10.8% 8.3% 2.2% 7.7%
Average 47.2% 25.7% 21.9% 15.7% 9.9% 5.5%
Median 36.5% 26.7% 21.3% 13.0% 9.8% 5.4%

7/26/2019 22.1% 6.6% 13.8% 13.6% 2.9% 3.8%

60%

65%

70%

75%

80%

85%

0.00

1.00

2.00

3.00

4.00

5.00

6.00

1Q 2Q 3Q 4Q

Average 30-YR Quarterly Performance (LHS) % of Time Positive (RHS)

85

90

95

100

105

110

115

-2
62

-2
38

-2
14

-1
90

-1
66

-1
42

-1
18 -9

4

-7
0

-4
6

-2
2 2 26 50 74 98 12
2

14
6

17
0

19
4

21
8

24
2

Incumbent Wins Non-Incumbent Wins

Election date

Source: Fact Set and Raymond James Investment Strategy.

Source: Fact Set and Raymond James Investment Strategy.

Source: Fact Set and Raymond James Investment Strategy.

Source: Fact Set and Raymond James Investment Strategy.

Year Prior to Election is Positive for Equities
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Bull Markets Historically End With a Bang
This chart is one of my favorites. It validates the non-scientific 
chart of emotions investors go through during a full investment 
cycle whereby, at the top of the bull market, investors experience 
euphoria. Few investors I speak with are euphoric about the current 
investment cycle we are in, leading me to believe that this bull 
market will not end until we see a healthy pop upward, even  
from current levels.
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As always, there are no guarantees that the bull market will continue 
in what feels like an unabated run upward. As mentioned in 
previous Market Updates, a misstep by the Federal Reserve, or messy 
negotiations with China could at any point derail equity markets. As 
always, we will do our best to decipher the data and adjust accordingly.

From the Homefront
Autumn is an amazing time in the Mountain West for so many 
different reasons. This year I am trying my hand at archery hunting 
and was fortunate to draw a deer tag. It is a long season (most of 
September), which is both a blessing and a curse! It is fortunate to have 
the flexibility to hunt many weekends and evenings, but sometimes the 
pressure and time limitation of a shorter season is advantageous in that 
it ratchets up the level of intensity!

This is, of course, back to school time as well. Stella, Lily and Hannah 
(4th, and 1st grades, respectively) had huge smiles heading off on their 
bikes to start the school year.

This autumn seems like 
a time for firsts. Hannah 
asked if I would coach 
her and Lily’s soccer 
team this year. Since the 
program was short  
coaches, I enthusiastically 
signed up. Although we 
have started the season at 
0–2, we made big strides 
from the first game to  
the second!
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International investing involves additional risks such as currency fluctuations, differing financial and accounting standards, and possible 
political and economic instability. Also, investing in emerging markets can be riskier than investing in well-established foreign markets. 
There is no assurance any of the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a 
loss, including the loss of all principal. Investing in the energy sector involves special risks, including the potential adverse effects of state 
and federal regulation and may not be suitable for all investors.
U.S. government bonds and treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and 
guaranteed principal value. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest 
rates rise, bond prices fall and when interest rates fall, bond prices generally rise. Commodities may be subject to greater volatility than 
investments in traditional securities. Investments in commodities may be affected by overall market movements, changes in interest rates, 
and other factors such as weather, disease, embargoes, and international economic and political developments. Diversification and asset 
allocation do not ensure a profit or protect against a loss. Dividends are not guaranteed and must be authorized by the company’s board of 
directors. Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc.
CFP Board owns the CFP® and Certified Financial Planner™ marks in the United States.
Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc.

Raymond James Financial Services, Inc., Member FINRA/SIPC 
617 West Main Street, Suite E  |  Aspen, CO 81611  |  970-925-4334  |  888-925-4335  |  www.raymondjames.com/sgroi 

302 S. David Street, Suite 200  |  Casper, WY 82601  |  307-234-3473  |  866-934-3473  |  www.raymondjames.com/sgroi

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other expenses, 
which will affect actual investment performance. You cannot invest directly in any index. Individual results may vary. Past performance is 
not a guarantee of future results. There is no assurance any of the forecasts mentioned will occur.
Opinions expressed reflect the current opinion of the author and not necessarily those of Raymond James. All opinions are as of this date 
and are subject to change without notice. Any information is not a complete summary or statement of all available data necessary for 
making an investment decision and does not constitute a recommendation. Investments mentioned may not be suitable for all investors. 
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate 
or complete.
The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter. The S&P 500 
is a broad based measurement of performance of 500 widely held common stocks. The Barclays Aggregate Bond Index is a diversified 
index measuring approximately 6,000 investment grade, fixed-rate taxable securities. The Bloomberg Commodity Index is a diversified 
benchmark for the commodity futures market. The MSCI EAFE index is designed to measure the equity market performance of developed 
markets excluding the U.S. & Canada. The Barclays Municipal Bond Index is a measure of the long-term tax-exempt bond market with 
securities of investment grade. The Citigroup Broad Investment Grade Bond Index is market capitalization weighted and designed to track 
the performance of U.S. dollar-denominated bonds issued in the U.S. investment-grade bond market.


