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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 11/1/19, unless otherwise stated, time periods over 1 week as of  10/31/19. Equity Style 
Performance represented by: Large Value – Russell 1000 Value, Large Blend – Russell 1000, Large Growth – Russell 1000 Growth, Mid Value – Russell MidCap Value, Mid Blend – Russell 
MidCap, Mid Growth – Russell MidCap Growth, Small Value – Russell 2000 Value, Small Blend – Russell 2000, Small Growth – Russell 2000 Growth. Fund flow data (EPFR Global) 10/31/19 –
11/6/19, S&P 500 (Large Cap Blend flows), Russell 3000 (all U.S. equity flows), Russell 1000 (all Large Cap flows), Russell Mid Cap (all Mid Cap flows), Russell 2000 (all Small Cap flows), MSCI 
EAFE (Western Europe DM, Asia Pacific DM flows) MSCI EM (All Emerging Market flows), MSCI World (All Developed Markets flows)

Global Asset Class Performance

Index 1 Week 3-Mos YTD 1 Year 3 Year Flows (mil)
S&P 500 0.93% 2.43% 23.16% 14.33% 14.91% $2,963

Russell 3000 0.88% 1.83% 22.68% 13.49% 14.47% $6,084

Russell 1000 0.90% 1.99% 23.09% 14.15% 14.73% $1,746

Russell MidCap 0.40% 0.11% 23.21% 13.72% 12.28% ($614)

Russell 2000 0.63% -0.40% 17.18% 4.90% 10.96% $187

MSCI EAFE 0.54% 3.88% 17.43% 11.63% 9.02% $1,593

MSCI EM 1.50% 1.10% 10.72% 12.29% 7.76% $465

MSCI World 0.80% 2.71% 21.19% 13.35% 12.49% $16,290

1 Mos Value Blend Growth
Large 1.40% 2.12% 2.82%

Mid 0.54% 1.05% 1.85%

Small 2.42% 2.63% 2.85%

YTD Value Blend Growth

Large 19.46% 23.09% 26.77%

Mid 20.11% 23.21% 27.56%

Small 15.55% 17.18% 18.62%

Factor Index 3 Mos YTD 1 YR Risk-
Adj %

MSCI USA Small Cap -0.73% 19.32% 7.08%

MSCI USA Value 2.28% 18.75% 11.05%

MSCI USA Minimum 
Volatility 2.42% 23.94% 27.04%

MSCI USA Momentum -0.32% 21.73% 17.05%

MSCI USA Quality 2.94% 28.58% 19.15%

MSCI USA Dividend Tilt 3.82% 21.64% 14.42%

Index 1 Week 3-Mos YTD 1 Year 3 Year Yield
Bloomberg Barclays US Aggregate -0.87% 2.35% 8.85% 11.51% 3.29% 2.41

Bloomberg Barclays US High Yield 0.07% 1.04% 11.71% 8.38% 6.03% 6.32
Bloomberg Barclays Municipals 10 
Yr -0.57% 0.70% 7.02% 9.88% 3.63% 1.80

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

11/8/19 11/1/19 9/30/19 12/31/18 11/8/18 11/8/16
2-yr U.S. Treasuries 1.68 1.56 1.63 2.48 2.98 0.87
10-yr U.S. Treasuries 1.94 1.73 1.68 2.69 3.24 1.88
30-yr U.S. Treasuries 2.43 2.21 2.12 3.02 3.43 2.63
10-yr German -0.26 -0.41 -0.57 0.24 0.46 0.11
10-yr Japan -0.07 -0.19 -0.23 0.00 0.12 -0.07
10-yr U.K. 0.71 0.58 0.41 1.27 1.56 1.24

Major Equity Asset Class Performance

Rates

Chart of the Week: YTD U.S. Money Mkt, U.S. Bond, & U.S. Equity Fund Flows Thru 11/6/19 (EPFR 
Global)  
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Theme
Economic 
Data

Factory orders fell 0.6% in September. 

Durable goods orders fell 1.2% in September. Meanwhile, nondurable goods rose 0.1% in September. 

The U.S. trade deficit fell nearly 5% to $52.5 billion in September from a revised $55 billion in August. 

The ISM non-manufacturing index increased 54.7% in October after falling to a three-year low of 52.6% in September. Furthermore, the Markit services PMI fell 
to 50.6 in October from 51.0 in September.  

Initial jobless claims fell by 8,000 to 211,000 during the week ending November 2. 

U.S. productivity fell at a 0.3% annual rate during the third quarter. Additionally, unit-labor costs increased at a 3.6% annual rate during the third quarter. 

Total U.S. consumer credit rose $9.5 billion in September from $17.8 billion in August, marking the slowest rate of borrowing in 15 months.

The University of Michigan’s consumer sentiment index rose to 95.7 in November from 95.5 in October. 

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
Under Armour Inc., Uber Technologies, Allergan PLC, Adidas AG, CVS Health Corp., Humana Inc., Wendy’s Co., Bloomin’ Brands, Papa Johns International Inc., 
Walt Disney Co., Qualcomm, Zillow Group Inc. 
Mixed results
Office Depot Inc., Duke Energy Corp.,  
Missed earnings and revenue estimates
Sprint Corp. 

Trade Investors grappled with trade headlines that were fluid and mixed during the week. China continued to push President Trump to remove tariffs on about $125 
billion worth of Chinese goods, as China remains steadfast that the tariffs must be rolled back in order for China to agree to a phase one deal. Meanwhile, 
doubts grew on the timing and logistics of a potential meeting between President Trump and President Xi Jinping after reports indicated that President Trump 
and Chinese President Xi Jinping may not meet to sign a deal until December. Furthermore, equities opened higher on Thursday after reports that China and the 
U.S. agreed to cancel planned tariffs in stages. Additionally, a spokesperson for China’s Commerce Ministry said that both sides were closer to a phase one 
agreement after two weeks of constructive negotiations. However, President Trump said he has not yet agreed to rollback tariffs on Chinese imports as a part of 
a phase one trade deal with China. This statement from the President followed comments from U.S. trade adviser Peter Navarro, who stated that there has been 
no formal agreement and the final decision will be made by President Trump.

Key Themes – S&P 500 Reaches New Highs on Better-Than-Expected Earnings
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Earnings 
Season

As of Friday, November 8, 89% of the S&P 500 companies have reported third quarter earnings. 75% of the reporting companies beat earnings estimates, 
which is above the 5-year average, while 60% posted better-than-expected sales, which is above the 5-year average. Overall, earnings are 3.8% higher than 
estimates, which is below the five-year average. Currently, earnings growth is on pace to come in at -2.4%, which would mark the third straight quarter of 
negative earnings growth if it continues to remain negative. Additionally, revenue growth stands at 3.2%, which would mark the lowest growth rate since Q3 
2016 (2.7%), if this rate stands for the entire quarter.

Companies who have beat earnings estimates during the current cycle have experienced an average price increase of 2.3% during the two days before the 
earnings release through two days after the release, which is above the 5-year average increase of 1.0%. Conversely, companies who have missed earnings 
estimates during the current cycle have experienced an average price decrease of -1.8% during the two days before the earnings release through two days 
after the release, which is smaller than the 5-year average decrease of -2.6%. 

Looking ahead, of the reporting companies, 79 of them have issued forward EPS guidance for Q4 2019. Of those 79 companies, 57 or 72% have issued 
negative guidance while 22 have issued positive guidance. The 72% of companies who issued negative guidance is above the 5-year average of 70%. 
Meanwhile, analysts are projecting earnings growth to decline by 1.1% in Q4 2019, increase by 5.3% in Q1 2020, and increase by 6.6% in Q2 2020.
(Earnings Data Source: FactSet)

Cautious 
Flows

Despite the decade long bull market and the 23% year-to-date return for the S&P 500, investors continue to shun U.S. equity funds in the favor of more 
conservative bond funds and money market funds. According to EPFR Global, investors have redeemed over $50 billion from U.S. equity funds, meanwhile, 
U.S. money market funds experienced over $500 billion in net inflows and U.S bond funds experienced over $260 billion in net inflows year-to-date ending 
November 6. Despite the bearish sentiment, this trend is not worrisome, in fact, I believe this can be a good thing for equity markets. 

Despite the strong equity performance, the inflows into money market funds isn’t completely unwarranted as rising interest rates have made money market 
funds more attractive. Additionally, investors continue to remain cautious as they believe the economic expansion is long in the tooth, the bull market may 
end soon, few buying opportunities exist due to valuations, trade concerns, and aging demographics. Additionally, investors still have the lingering taste of the 
credit crisis in their mouths and they do not want to, and in some cases, cannot afford to lose 50% of their investments, so they have remained cautious 
during this run.

We have all heard Warren Buffett’s “be fearful when people are greedy and be greedy when people are fearful” advice and that is the case here. The end of 
bull markets and economic expansions can often times be attributed to exuberance, for example, the dot com bubble and the credit crisis. The current equity 
bull market has been void of exuberance, which is evidenced by looking at fund flows. Despite the great run, investors continue to be cautious by not pilling 
into risky assets or equities in fear of missing out.

This cautious stance by investors and the large amount of money in money market funds bodes well for the longevity of the bull market. As I mentioned 
above, bull markets tend to end due to over exuberance, which we are not seeing here. Additionally, if we do get a sell-off or mild correction, I believe some if 
this cash may come off the sidelines to take the opportunity to purchase equities at lower valuations which would support equities.

Perspective from 6,237 feet
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All Eyes On……..

Day Event/Earnings

Monday,  
November 
11 

Veterans Day Holiday

Tuesday, 
November 
12

U.S. NFIB Small-Business Index (October)

Tilray, Inc., Tyson Foods, Inc., D. R. Horton Inc.

Wednesday, 
November 
13

U.S. Consumer Price Index (October), Household Debt (Q3), 
Federal Budget (October)

Cisco Systems, Inc., Canada Goose Holdings Inc.,

Thursday, 
November 
14

U.S. Producer Price Index (October)

Nvidia Corporation, Canopy Growth Corporation, Walmart Inc., 
Applied Materials Inc., Viacom Inc., Aurora Cannabis

Friday, 
November 
15

U.S. Retail Sales (October), Empire State Index (November), 
Industrial Production (October), Capacity Utilization (October), 
Business Inventories (September)

JC Penney

While we are entering the later stages of the third quarter earnings cycle, the week ahead includes a few big-name earnings releases, 
including Walmart, Cisco, and some pot stocks. As for economic data, the CPI reading will be widely watched as most expect inflation to 
remain muted, furthermore, retail sales will be a popular release as strong consumer spending remains vital for the expansion to continue. 

Additionally, next week is a busy week for Federal Reserve talk, as Chairman Powell is scheduled to testify, and numerous Fed officials are 
scheduled to speak throughout the week. 



About Ryan Nauman

As Market Strategist, Ryan Nauman’s primary focus is providing value 
added market and investment insight along with educating buy-side 
participants on investment analytics and portfolio management 
concepts. 

Ryan provides analysis and research on market trends across asset 
classes, sectors, and regions to help empower better decisions for 
creating asset allocation strategies. His insight is disseminated 
through white papers, articles, training, and interviews with a target 
audience of financial advisors, portfolio managers, and investment 
analysts.
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For more insights from Ryan:
Subscribe to his Weekly Recap here.

https://pages.financialintelligence.informa.com/weekly-recap-subscribe
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