
Quarterly Recap: Quarter Ending September 30, 2018

Equity Indexes Close % Change

DJIA 26458.31 9.0%

S&P 500 2913.98 7.2%

NASDAQ 8046.35 7.1%

Treasuries Close Change

10-Year Yield 3.05% 0.20

2-Year Yield 2.81% 0.29

The Stock Market:

The Stock Market:

Looking Ahead:

  ~ Prevailing Winds ~
                                    A Quarterly Market Update            September 30, 2018

As has been the case for much of the year, the past three 

months were decidedly unpredictable and surprising.  In many 

respects, investors enjoyed a fruitful summer, reaping the 

rewards coming from strong economic growth and robust 

corporate earnings.  However, investors also needed to contend 

with a barrage of negative news coming from Washington.  Most 

noteworthy has been the ongoing trade disputes with China and 

our neighbors to our north and south.  Few were able to fully 

enjoy the “lazy days of summer”.
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The major U.S. benchmarks produced solid gains 

during the third quarter.  However, these 

benchmarks do not tell the whole story.  For some 

time now, the market has been led by relatively few 

stocks, namely ones that have generated robust 

earnings growth.  A handful of technology stocks 

account for a large portion of the gains for the 

quarter.  There is a long list of stocks which have 

experienced less than spectacular or even 

disappointing results.  Worse yet have been both 

developed and emerging international markets.

The discussion over the past quarter revolved around the 

“flatness” of the yield curve.  With “flat” meaning the shrinking 

reward for investors choosing to buy longer term maturities.  The 

fear is that longer term interest rates could actually fall below 

near-term rates.  This is referred to an inverted yield curve which 

has been used to prognosticate an economic recession.  While 

we do share the concern, we are far more pleased that short 

term rates have risen in recent months.  Finally, investors 

seeking more conservative alternatives to stocks have 

someplace to turn.`

It is hard to believe that the fourth quarter of 2018 is upon us.  Will the past trends continue?  Will there be a sharp 

reversal?  There are probably more questions than answers at this point.  With mid-term elections, corporate earnings, 

and interest rate decisions all pending, it is hard to believe that we will not see an uptick in volatility.  However, in our view, 

tried and true investment principles will hold true and allow investors to weather any storm.


