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Market Overview 
 

Lingering concerns over China’s slowing economy, and the impact to global growth 

conditions, weighed on global equity markets heading into September.  The U.S. 

suffered its 3
rd

 worst daily decline of the year on the month’s first day as Chinese 

manufacturing PMI fell to a 3year low.  Markets recovered somewhat following 

comments by ECB president Draghi indicating the ECB would be prepared to provide 

additional quantitative easing if necessary.  Better economic data out of the U.S. 

market, coupled with positive sentiment from Apple’s release of the new iPhone 6s 

and 6s Plus, helped equity markets recover further during the first two weeks of the 

month.  Enthusiasm gained steam following the release of weak export data from 

China, as investors hoped policy makers there would respond with new stimulus 

measures.   

 

Investor concerns were renewed midmonth, however, after the U.S. Federal 

Reserve Open Market Committee decided not to raise U.S. short term interest rates 

citing their own concerns over slowing global growth.  Following the announcement, 

global equity markets sold off sharply and interest rates moved lower.  Volatility, 

especially in equity and commodity prices, was extremely high as investors 

absorbed the significance of the Fed’s decision.  Equities remained under pressure 

the remainder of the month as oil prices moved lower, several high profile U.S. 

companies announced sizable layoffs (e.g. Caterpillar, ConocoPhillips) and charting 

technicians talked up the bearish implications of the “death cross”, when the 50 day 

moving average crosses through the 200day moving average, for the major U.S. 

equity indices.  Adding to the malaise was aggressive selling of biotech and 

healthcarerelated stocks following Hilary Clinton’s comments on September 21
st

 in 

favor of price controls on prescription drugs.  The S&P 500 finished September 

down 2.5%, resulting in the largest quarterly loss (6.4%) in 4 years.   

 

Given the continued uncertainty with global growth and equity markets, bonds 

outperformed.  The Barclays Aggregate index gained 68 bps as yields moved lower 

and investment grade spreads held steady. Much like August, bond segments 

viewed as less sensitive to global economic conditions, such as ABS, MBS and 

Municipals, outperformed in September.  Speculative grade credit segments were 

under considerable pressure during the month, with the Barclays High Yield index 

suffering a 2.6% decline and the Credit Suisse Bank Loan index falling 0.7%.   
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Month Year to Date Month Year to Date

S&P 500 (2.47) (5.27) MSCI EM ($) (3.01) (15.46)

Russell 2000 (4.91) (7.73) MSCI EM Asia ($) (1.50) (12.56)

MSCI EAFE ($) (5.08) (5.27) MSCI EM EMEA ($) (5.07) (12.89)

MSCI Europe ($) (4.67) (5.20) MSCI EM Latin America ($) (7.68) (29.13)

MSCI UK ($) (4.45) (8.23) Source: eVestment Alliance, MSCI

MSCI Japan ($) (6.80) 0.21

MSCI Pacific ex Japan ($) (3.65) (15.48)

Source: eVestment Alliance, MSCI

Developed Market Returns (%) Emerging Market Returns (%)

Month Year to Date Month Year to Date

Barclays Aggregate 0.68 1.14 Citigroup NonU.S. WGBI Hedged 0.78 0.96

Barclays Government 0.85 1.77 Citigroup NonU.S. WGBI Unhedged 0.71 (4.22)

Barclays U.S. TIPS (0.59) (0.79) JP Morgan EMBI Global (1.38) (0.32)

Barclays U.S. Inv. Grade Corp. 0.75 (0.09) Source: eVestment Alliance, Citigroup, JP Morgan

Barclays U.S. Mortgaged Backed 0.58 1.61

Barclays U.S. High Yield (2.60) (2.45)

Credit Suisse Leveraged Loan (0.67) 1.61

Source: eVestment Alliance, Barclays, Credit Suisse

U.S. Fixed Income Returns (%) NonU.S. Fixed Income Returns (%)
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Equity Markets 
 

Equity markets across the globe suffered losses in September, adding to substantial 

declines in August.  Poor economic data out of China, coupled with the U.S. Federal 

Reserve citing concerns over global growth as a reason to hold off on a rate 

increase, spooked investors.  The S&P 500 index lost 2.5% in September, resulting in 

a 6.4% loss for the 3
rd

 quarter, the worst quarterly decline since the flashcrash 

during the 3
rd

 quarter of 2011.  Much like August, small cap growth stocks were the 

worst hit (6.3%), while large cap growth was the relative winner (2.5%).  The 

market was driven lower by declines of more than 5% from materials, energy and 

healthcare stocks.  The only sectors posting gains for the month were utilities and 

consumer staples.  Similar to last month, the U.S. market declined less than foreign 

equity markets, with the MSCI EAFE ($) index down 5.1%, while the emerging 

markets index was off 3.0%. 

 

Fixed Income Markets 
 

Interest rates fell during the period on flighttosafety flows as equity markets 

faltered following the Fed’s decision to not raise policy rates.  The U.S. 10year 

Treasury yield fell from 2.20% to 2.04%, contributing to a 0.68% gain for the 

Barclay’s Aggregate Index.   While U.S. investment grade debt performed well, 

speculative credits deteriorated as falling energy prices put renewed pressure on 

the energy sector, a sizable portion of the Barclays High Yield index. High yield fell 

2.6%, the worst monthly loss in over two years, while the quarter’s decline of 4.85% 

is the worst in four years. Emerging market bonds continued to struggle, as 

emerging economies have been hit by a slowing growth, collapsing energy prices 

and weaker currencies.    

 

Liquid Alternative Strategies 
 

The HFN Hedge FOF Aggregate index fell 1.6% during the month, while the hedge 

fund Aggregate index lost 1.0%. Distressed managers were hurt by weakness in 

credits, while merger arbitrage was impacted by spread widening associated with 

market volatility.  CTA/Managed Futures gained ground despite wide swings in 

commodity prices during the month.   
 

REITs were a surprise winner for the month, with both U.S. and foreign REITs trading 

higher on the back of strong real estate fundamentals and the Fed’s rate hike delay.   


