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Equity markets defied the historically negative month of October with equity indices moving
higher despite ongoing trade dispute uncertainty and growing concerns of global economic
headwinds.

Stock Indices:
Dow Jones

27,046

S&P 500

3,037

Nasdaq

8,292

Bond Sector Yields:
2 Yr Treasury

1.52%

10 Yr Treasury

1.69%

10 Yr
Municipal

1.48%

High Yield

5.71%

YTD Market Returns:
Dow Jones

15.94%

S&P 500

21.17%

Nasdaq

24.97%

MSCI-EAFE

13.70%

MSCI-Europe

14.06%

MSCI-Pacific

13.23%

MSCI-Emg Mkt

7.89%

US Agg Bond

8.85%

US Corp Bond

13.89%

US Gov’t Bond

10.03%

Commodity Prices:
Gold

1,515

Silver

18.10

Oil (WTI)

54.14

Currencies:
Dollar / Euro
Dollar / Pound
Yen / Dollar
Dollar /
Canadian

1.11
1.28
108.85
0.76

Major domestic and international equity indices rose in sync as interest rates remained low
worldwide, driving assets into stocks. Monetary policy that prompted rate cuts by central
banks around the world are expected to provide stimulus and bolster global growth as the
cost to borrow remains low.
Some concerns do exist surrounding a global economic slowdown, with attention on
economic data becoming a focal point for analysts and economists. U.S. equities have
continued to perform as a result of an accommodative monetary policy driven by the Federal
Reserve and consistent consumer demand which have buoyed stock valuations.
Trade talks between the U.S. and China have continued to roil markets as inconsistent
messages regarding any progress on trade discussions have not yielded any formal trade
agreements. The ongoing trade dispute has brought about revisions to economic growth
estimates by economists and international organizations such as the International Monetary
Fund (IMF) and the World Trade Bank.
Bond yields rose in October, a possible indication that growth dynamics are propelling some
prices and interest rates higher. Economists view a slight rise in rates optimistically due to
healthy economic forces driving expansion. Treasury bond yields saw modest increases in
October, with the 10-year Treasury yield rising to 1.69% on October 31st from 1.68% on
September 30th.
The Federal Reserve cut its key interest rate for the third time this year. The most recent cut
in late October was preceded by two cuts earlier in the year, the first in July and the second
in September. The Fed hinted that no further rate cuts were anticipated unless weaker
economic data warranted additional cuts.
The Treasury and the Federal Reserve are closely monitoring the possibility of year end
volatility when banks are hesitant to part with cash reserves, which affects money markets.
Short-term rates briefly spiked in September as the cost for banks to borrow cash against
Treasuries jumped. Banks actively participate in Fed driven strategies that indirectly affect
short-term rates and liquidity in the bond markets.
Following several failed attempts to formally extract Great Britain from the European Union
(EU), also known as Brexit, the prime minister of Great Britain has given the vote back to the
people of Great Britain with an election on December 12th. British voters originally voted on
exiting the EU in 2016, but with no formal agreement ever having been reached between the
British government and the EU. The vote is expected to garner enormous attention from
other EU countries considering an EU exit vote.
Sources: Federal Reserve, U.S. Treasury, EuroStat

THE COST OF HEALTH INSURANCE HAS CLIMBED OVER 18% IN THE PAST YEAR

Stock Indices Move Higher In October – Global Equity Review
Both domestic and international equity markets advanced in October, lodging new highs for various
indices. The S&P 500 Index and the Nasdaq Index both closed at record levels as of November 1st.
Developed and emerging market indices propelled higher in October buoyed by a continued low rate
environment and a weaker dollar.
Volatility, as measured by the Chicago Board Options Exchange (CBOE) Volatility Index, or VIX, fell to a near
annual low in October, as subdued risk concerns dominated.
The technology and health care sectors were the top performing large cap sectors in October, with energy
as the worst performing sector in the S&P 500 Index. Market analysts are seeing a shift or rotation towards
value from growth, reminiscent of a more cautionary environment. (Sources: S&P, CBOE, Bloomberg)
Bond Yields Stabilize – Fixed Income Overview
The Federal Reserve injected additional amounts of funds into the overnight lending markets, also known
as the repo market, in October. The move served to dampen concerns that a repeat of volatility that hit
markets in December 2018 would occur again.
The Federal Reserve cut interest rates for the third time this year but signaled that it would not cut them
further unless economic growth slowed amid concerns.
Yields on government and corporate bonds remained stable in October as expectations of economic
growth and a pause to further rate cuts stabilized bond markets. Bond prices have risen since the
beginning of the year, with government and corporate bond yields still hovering near record low levels.
Bond prices move in the opposite direction to yields.(Sources: Federal Reserve, U.S. Treasury)
What Prices Have Changed The Most – Consumer Markets
Government agencies compile and track prices on a multitude of products from various sources. Dramatic
price swings help economists determine who may be influenced and how the overall economy may be
affected.
Price changes on certain products tend to affect a larger portion of the population more so than other
products. Over the past year, the cost of health insurance has climbed over 18%, affecting nearly everyone
paying for health coverage. However, the increase in baby food of 5.8% over the same period is limited to
younger families across the country.
Televisions, dresses, and eggs saw
formidable price drops over the
past year, affecting a more
concentrated group of consumers.
Source: Bureau of Labor Statistics

THE SOCIAL SECURITY ADMINISTRATION ANNOUNCED A 1.6% INCREASE IN PAYMENTS FOR 2020

Social Security Payments Increasing By 1.6% For 2020 – Retirement Planning
Social Security recipients are due to receive a modest increase in benefit payments payable in 2020. But for
many recipients, the increase in payments will go towards higher Medicare costs. The increase will affect
over 63 million Americans receiving Social Security benefit payments.
The Social Security Administration announced a 1.6% increase in benefit payments effective in late
December 2019 for disability beneficiaries and in January 2020 for retired beneficiaries. The 1.6% increase
is slightly less than the increase of 2.8% for 2019.
Many are concerned that the 1.6% increase may not cover expenses that are rising at a faster rate,
including other essential items such as food and housing.

The establishment of Social Security occurred on August 14, 1935, when President Roosevelt signed the
Social Security Act into law. Since then, Social Security has provided millions of Americans with benefit
payments. The payments are subject to automatic increases based on inflation, also known as cost-of-living
adjustments or COLAs, which have been in effect since 1975. Over the years, recipients have received
varying increases depending on the inflation rate. With low current inflation levels, increases in benefit
payments have been subdued relative to years with higher inflation.
Over the decades, Americans have become increasingly dependent on Social Security payments, however,
for some Americans it may not be enough to rely on Social Security alone. Unfortunately, Social Security is
a major source of income for many of the elderly, where nine out of ten retirees 65 years of age and older
receive benefit payments representing an average of 41% of their income. Over the years, Social Security
benefits have come under more pressure due to the fact that retirees are living longer. In 1940, the life
expectancy of a 65-year old was 14 years, today it’s about 20 years.
By 2036, there will be almost twice as many older Americans eligible for benefits as today, from 41.9
million to 78.1 million. There are currently 2.9 workers for each Social Security beneficiary, by 2036 there
will be 2.1 workers for every beneficiary.
Source: Social Security Administration, https://www.ssa.gov/news/cola/
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