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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) 11/7/19 –
11/13/19, 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 0.94% 2.43% 23.16% 14.33% 14.91% ($1,469)

Russell 3000 0.92% 1.83% 22.68% 13.49% 14.47% ($406)

Russell 1000 0.99% 1.99% 23.09% 14.15% 14.73% $212

Russell MidCap 1.04% 0.11% 23.21% 13.72% 12.28% ($319)

Russell 2000 -0.10% -0.40% 17.18% 4.90% 10.96% ($44)

MSCI EAFE 0.09% 3.88% 17.43% 11.63% 9.02% $1,344

MSCI EM -1.49% 1.10% 10.72% 12.29% 7.76% $3,242

MSCI World 0.68% 2.71% 21.19% 13.35% 12.49% $6,388

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

11/15/19 11/8/19 9/30/19 12/31/18 11/15/18 11/15/16
2-yr U.S. Treasuries 1.61 1.68 1.63 2.48 2.86 1.02
10-yr U.S. Treasuries 1.84 1.94 1.68 2.69 3.11 2.23
30-yr U.S. Treasuries 2.31 2.43 2.12 3.02 3.36 2.97
10-yr German -0.33 -0.26 -0.57 0.24 0.36 0.29
10-yr Japan -0.08 -0.07 -0.23 0.00 0.10 0.00
10-yr U.K. 0.64 0.71 0.41 1.27 1.37 1.38

Major Equity Asset Class Performance

Rates

Chart of the Week: YTD vs MTD U.S. Equity Fund Flows thru Nov. 13 (EPFR Global)  

Asset Class Year To Date ($mil) Month to Date ($mil)

Commodities/Materials -1,216.62 -55.54

Consumer Goods 1,814.75 -217.29

Energy -7,490.90 120

Financials -3,201.49 1,420.85

Health Care/Biotech -7,538.42 -176.92

Industrials -1,722.31 928.23

Infrastructure 26.17 23.4

Real Estate 5,201.84 365.56

Technology 917.36 1,258.47

Telecom 3,370.19 -17

Utilities 3,241.34 577.53
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Theme
Economic 
Data

The NFIB small-business index rose to 102.4 in October from 101.8 in September. 

Inflation, measured by the consumer price index, rose 0.4% in October. Furthermore, the cost of living over the past 12 months came in at 1.8%. Additionally, the core 
rate of inflation rose 0.2% in October while the annual core rate of inflation fell to 2.3% from 2.4%. 

The U.S. federal budget deficit rose to $134.5 billion in October, marking a 34% increase from the previous year.

The producer price index increased 0.4% in October, meanwhile, the 12-month rate of wholesale inflation fell to 1.1% from 1.4%. 

Retail sales rose 0.3% in October while the pace over the past year slowed to 3.1% from 4.1%, marking a five-month low. 

The Empire State business conditions fell to 2.9 in November from 4.0 in October. Despite the continued slowdown, the new orders index increased 2 points to 5.5. 

Industrial production fell 0.8% in October, marking the largest decline since May 2018. Furthermore, industrial production is down 1.1% year-over-year. Manufacturing 
output fell 0.6% in October, while industrial capacity fell to 76.7 in October, marking its lowest level in 25 months. 

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
D.R. Horton Inc., Advanced Auto Parts, Canada Goose Holdings Inc., Cisco, Viacom Inc., Nvidia Corp. 
Mixed results
CBS Corp., Cronos Group Inc., Tilray Inc., Walmart Inc., Applied Materials Inc., J.C. Penney Co. Inc.    
Missed earnings and revenue estimates
Tyson Foods Inc., Overstock.com Inc., Canopy Growth Corp.   

Fed Federal Reserve Chairman Jerome Powell told Congress that as long as the economy remains on its current path the Federal Reserve (Fed) is unlikely to change interest 
rates. Powell said, “We see the current stance of monetary policy as likely to remain appropriate as long as incoming information about the economy remains broadly 
consistent with our outlook of moderate economic growth, a strong labor market, and inflation near our symmetric 2 percent objective.” Furthermore, Powell said when 
looking ahead, “my colleagues and I see a sustained expansion of economic activity, a strong labor market, and inflation near our symmetric two percent objective as 
most likely.” However, despite the solid economic outlook, challenges remain, including slowing economies abroad, trade tensions, and low inflation.

Trade Reports surfaced early in the week that U.S./China trade talks have slowed as pessimism over a phase one trade deal grew. The reports stated that China is stiff-arming 
requests from the U.S. to stop forced technology transfers in exchange for rolling back tariffs. China is also pushing back on commitments to specific agriculture 
purchases, while both sides continue to bicker over enforcement mechanisms. However, stocks jumped on Friday after National Economic Council Director, Larry 
Kudlow, said that a trade deal was approaching after constructive talks with China. 

Key Themes – S&P 500 Inks Gains for Sixth Straight Week 
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Earnings 
Season

As of Friday, November 15, 92% 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 3.9% higher than 
estimates, which is below the five-year average. Currently, earnings growth is on pace to come in at -2.3%, which would mark the third straight quarter of 
negative earnings growth if it continues to remain negative. Additionally, revenue growth stands at 3.1%, 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. Conversely, companies who have missed earnings estimates 
during the current cycle have experienced an average price decrease of -1.5% 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, 87 of them have issued forward EPS guidance for Q4 2019. Of those 87 companies, 60 or 69% have issued 
negative guidance while 27 have issued positive guidance. The 69% of companies who issued negative guidance is below the 5-year average of 70%. 
Meanwhile, analysts are projecting earnings growth to decline by -1.4% in Q4 2019, increase by +5.1% in Q1 2020, and increase by +6.4% in Q2 2020.
(Earnings Data Source: FactSet)

Cautious 
Flows

In last week’s Weekly Recap I wrote that despite the stellar equity performance this year, investors continue to pile into money market funds. Well, this 
week I am doubling down on fund flow trends. Earlier in the week I spoke with Bloomberg’s Vildana Hajric regarding the rotation from defensive equity 
sectors into cyclical sectors for Sarah Ponczek’s Bloomberg article. Below are my thoughts on the sector rotation.

In addition to investors playing defense and shifting assets into money market funds, there has been another trend unfolding. During the first few weeks 
of November, investors started to unwind their defensive and low volatility trades that have been popular in 2019 in favor of cyclical trades. As you can see 
in the “Chart of the Week”, defensive sectors, such as real estate (+$5,201 billion), telecommunications (+$3,370 billion), utilities (+$3,241 billion) and 
consumer goods (+$1,814 billion) have brought in the most net inflows year-to-date. However, traders have started to unwind those positions, as cyclical 
sectors such as, financials (+$1,420 billion), technology (+$1,258 billion), and industrials (+$928 million) have experienced more net inflows compared to 
the previously mentioned defensive sectors during the first weeks of November.

This rotation into cyclical sectors from real estate, utilities, and consumer goods has a lot to do with changing economic outlooks. Investor sentiment on 
the U.S. economy has improved and the fear of a 2020 recession has subsided, which has also contributed to the rise in Treasury yields. Additionally, the 
rising yields make bond like proxies such as real estate and utility sectors less attractive. This rotation will continue as long as optimism for a trade deal 
continues to grow and we get economic data that shows stable growth. With that being said, I do not think it is time to shift a large portion of assets into 
the cyclical sectors. I still believe this investment environment offers winners in losers in all sectors, so investment portfolios should remain diversified 
while focusing on quality names.

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

Day Event/Earnings

Monday,  
November 
18 

U.S. Home Builders’ Index (November)

Tuesday, 
November 
19

U.S. Housing Starts (October), Building Permits (October)

The Home Depot, Inc., The Tjx Companies, Inc., Medtronic Plc, 
Kohl’s Corporation, Urban Outfitters, Inc.

Wednesday, 
November 
20

U.S. FOMC Meeting Minutes

Target Corporation, Lowe’s Companies, Inc., Jack In The Box, Inc.

Thursday, 
November 
21

U.S. Philly Fed Index (November), Existing Home Sales (October), 
Leading Economic Indicators (October) 

Macy’s, Inc., Nordstrom, Inc., Ross Stores, Inc., The Gap, Inc., Intuit 
Inc.

Friday, 
November 
22

U.S. Markit Manufacturing PMI (flash) (November), Markit Services 
PMI (flash) (November), Consumer Sentiment Index (November)

Foot Locker, Inc., The J.M. Smucker Company

Over the past few months the housing market has solidified as low mortgage rates have brought buyers back to the market, 
however, inventory remains low. The week ahead will provide us with more information regarding the housing market 
turnaround. Additionally, we will receive the initial flash PMIs on the manufacturing and services sectors. Markets have priced in 
weak manufacturing numbers, however, if there is a bad miss on the downside, markets could react negatively.

We are near the third quarter earnings cycle finish line, which has been better-than-expected to this point. The upcoming week is 
headlined by retailers, which will be widely watched. The economic expansion has been shouldered by the consumer, and in 
order for the expansion to continue, the consumer will need to continue to spend. We will find out if these brick-and-mortar 
retailers have capitalized on the strong consumer, what challenges they face with six less shopping days during the shopping 
season, and if they provide any insight on consumer spending trends moving forward. 



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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