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Market Overview 
 

� Markets were relatively calm during August given the lack of negative 

headlines and the usual late summer slowdown in trading volume.  In the U.S. 

large cap stocks were up only fractionally with interest rate sensitive sectors 

such as utilities, telecom and REITS trading lower on an increase in interest 

rates.  Energy stocks were higher on an increase in oil prices while healthcare 

stocks were under pressure given a renewed round of concern over 

pharmaceutical pricing.  Domesticallyoriented small cap stocks were the 

standout performer for the month on a rebound in oil prices and good news 

on the domestic economy, particularly with respect to jobs and housing.  The 

monthly employment report showed a better than expected gain in payrolls of 

255,000 with upward revisions to prior data releases.  On the housing front, 

data on construction was good with the report on new home sales being 

particularly strong. 

 

� In fixed income markets, U.S. interest rates increased and the yield curve 

flattened on strong economic data releases and positive comments on the 

economy and economic outlook by Fed Chair, Janet Yellen during the address 

at Jackson Hole.  The comments increased the chances of a hike in policy 

rates.  During August, interest rates on the 2, 10 and 30year Treasuries 

increased by 15 bps, 29 bps and 5 bps to end the month at 0.81%, 1.58% and 

2.23%, respectively.  While Treasuries sold off on the month, demand for yield 

found in riskier assets caused relative outperformance for credit and 

structured securities.  MBS did well on low levels of rate volatility while 

investment grade credit also outperformed despite fairly robust new issuance 

volume on what is typically a slow month.  Lower quality credit outperformed 

higher quality. 

 

� In nonU.S. equities, developed markets were also up only fractionally as 

sector performance was mixed on the month, somewhat consistent with 

action seen in U.S. markets.  The Bank of England cut their monetary policy 

rate by 25 bps and unveiled an aggressive economic stimulus package 

including corporate bond purchases and a liquidity program designed to spur 

lending following Brexit.  The pound was lower versus the U.S. dollar as were 

most other major currencies.  Emerging market securities were higher on the 

month on an increase in oil prices and demand for higher yielding assets. 
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Month Year to Date Month Year to Date

S&P 500 0.14 7.83 MSCI EM ($) 2.49 14.55

Russell 2000 1.77 10.24 MSCI EM Asia ($) 4.06 11.78

MSCI EAFE ($) 0.07 0.50 MSCI EM EMEA ($) (2.63) 14.51

MSCI Europe ($) 0.30 (0.86) MSCI EM Latin America ($) 0.69 33.31

MSCI UK ($) 0.16 (0.21) Source: eVestment Alliance, MSCI

MSCI Japan ($) 0.38 0.93

MSCI Pacific ex Japan ($) (1.46) 7.99

Source: eVestment Alliance, MSCI

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

Month Year to Date Month Year to Date

Barclays Aggregate (0.11) 5.87 Citigroup NonU.S. WGBI Hedged (0.22) 7.53

Barclays Government (0.53) 5.07 Citigroup NonU.S. WGBI Unhedged (1.04) 13.01

Barclays U.S. TIPS (0.45) 6.69 JP Morgan EMBI Global 1.80 14.65

Barclays U.S. Inv. Grade Corp. 0.20 9.46 Source: eVestment Alliance, Citigroup, JP Morgan

Barclays U.S. Mortgaged Backed 0.12 3.43

Barclays U.S. High Yield 2.09 14.34

Credit Suisse Leveraged Loan 0.79 6.52

Source: eVestment Alliance, Barclays, Credit Suisse

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

� U.S. equity markets were up slightly in August.  Sector performance was mixed 

with financials, energy, IT and industrials putting in solid performance while higher 

yielding dividend stocks being weighed down by a rise in interest rates.  Healthcare 

stocks were also under pressure during the month as news about excesses in drug 

pricing resurfaced.  Small cap stocks beat large caps and value beat growth.  Year

todate, U.S. markets have put in very respectable performance with domestically

oriented small caps besting large cap stocks by nearly 250 bps.  Despite 

breathtaking levels of economic stimulus being employed in developed markets, 

particularly in Europe, markets continue to lag.  Conversely, emerging markets 

have recognized powerful rallies this year on a combination of commodity price 

increases, global monetary policy accommodation and attractive relative values. 
 

Fixed Income Markets 
 

� U.S. interest rates increased on the month and the yield curve flattened.  Rates 

particularly on the long end of the yield curve were kept in check given the very 

low level of developed market interest rates and relative valuations.  U.S. Treasury 

securities lost ground in August returning 0.55% while investment grade 

corporate bonds, which continue to see good demand from yield hungry buyers, 

outperformed likeduration Treasuries by 82 bps.  Securitized segments such as 

MBS, CMBS and ABS outperformed by 32 bps, 46 bps and 19 bps, respectively on 

relatively low levels of rate volatility and better yields.  High yield corporates were 

the best relative performers in August on a rebound in energy credits.  The 

segment ended the month at a yieldtoworst of 6.31% or 490 bps in excess spread 

over comparable duration Treasuries.  In nonU.S. markets, emerging markets debt 

continued to perform well while developed markets struggled on marginally higher 

rates and currency weakness. 

  

Alternative Strategies 
 

� Hedge fund strategies lagged with Macro and CTA/managed futures posting losses 

while eventdriven and credit oriented strategies outperformed adding to the 

year’s gains.  In commodities markets, oil prices were on the move, and in the end 

wound up with gains of about 5% on the month.  However, declines in industrial 

and precious metal prices in addition to some agricultural commodities left the 

Bloomberg Commodities Index down 1.76% overall. 

   


