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Market Overview 
 

� U.S. equity markets surged in November supported by another good quarter of 

corporate earnings, optimism over tax reform and solid economic data, 

particularly with respect to the consumer.  A string of positive U.S. economic 

readings included continued advances in the employment picture with the 

creation of 261,000 jobs in October and a decline in the unemployment rate to 

4.1% in addition to a 0.3% upward revision to 3
rd

 quarter GDP at 3.3%.  Decent 

data releases on the consumer including strength in housing, retail sales and 

consumer confidence heading into the holiday season also boosted investor 

sentiment.  Aside from prospects for fiscal stimulus through tax reform, the 

Trump Administration nominated Jerome Powell to succeed Janet Yellen as the 

Chair of the Federal Reserve Board, a move that was broadly viewed as a 

continuation of current monetary policy trends. 

  

� After a period of impressive gains, international developed and emerging 

market equities were mixed and lagged the U.S. market.  Despite strong data on 

manufacturing and upbeat economic forecasts from the European Commission, 

political tensions in Germany and some disappointing earnings reports weighed 

on markets.  France, Spain and the U.K. were relative laggards.  In the U.K. 

concerns over the outlook for the consumer and the Bank of England’s decision 

to raise the target benchmark rate by 0.25% to 0.50% weighed on the market.  

Elsewhere, Japan’s equity market experienced some volatility but ended higher 

driven by positive corporate earnings.  Emerging markets were up fractionally in 

November as credit concerns in China and election results in Chile put pressure 

on the index.  This was partially offset by gains in Russia on an increase in crude 

oil prices.  Most major market currencies gained versus the U.S. Dollar providing 

a boost in returns for U.S. investors. 

 

� In fixed income markets, short term interest rates were on the rise while long 

maturities were either unchanged or slightly lower.  Strength in economic data 

increased the probability of a rate hike at the next Federal Open Market 

Committee meeting in December.  Results across credit markets were mixed as 

heavy new issuance, some earnings disappointments and idiosyncratic events 

weighed on the industrial sector.  Commodity markets were mixed losing about 

a ½ point on the month with crude oil up 35% while industrial metals were 

lower by more than 4%.     
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Month Year to Date Month Year to Date

S&P 500 3.07 20.51 MSCI EM ($) 0.20 32.53

Russell 2000 2.88 15.11 MSCI EM Asia ($) 0.12 39.31

MSCI EAFE ($) 1.05 23.04 MSCI EM EMEA ($) 3.42 16.44

MSCI Europe ($) 0.22 23.66 MSCI EM Latin America ($) (3.01) 18.49

MSCI UK ($) 0.11 16.52 Source: eVestment Alliance, MSCI

MSCI Japan ($) 2.99 23.13

MSCI Pacific ex Japan ($) 1.73 21.34

Source: eVestment Alliance, MSCI

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

Month Year to Date Month Year to Date

Bloomberg Barclays Aggregate (0.13) 3.07 Citigroup NonU.S. WGBI Hedged 0.45 2.14

Bloomberg Barclays Government (0.14) 1.98 Citigroup NonU.S. WGBI Unhedged 2.25 10.25

Bloomberg Barclays U.S. TIPS 0.13 2.06 JP Morgan EMBI Global (0.27) 8.65

Bloomberg Barclays U.S. Inv. Grade Corp. (0.15) 5.47
Source: eVestment Alliance, Citigroup, JP M organ

Bloomberg Barclays U.S. Mort. Backed (0.14) 2.15

Bloomberg Barclays U.S. High Yield (0.26) 7.18

Credit Suisse Leveraged Loan 0.12 3.85

Source: eVestment Alliance, Bloomberg Barclays, Credit Suisse
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Equity Markets 

� Stocks advanced in the U.S. driven by optimism over tax reform and strength in the 

economy.  All industry segments participated in the gains with consumer segments 

leading while materials, energy and IT lagged.  The IT segment was held back by 

the premise that most of their profits are recorded overseas and as such would not 

benefit from tax reform as much as companies in other industry segments.  Market 

strength was seen across the capitalization spectrum in November with very little 

dispersion between the performance of value and growth stocks.  In overseas 

markets, Japan was the strongest relative performer among major developed 

markets on solid corporate earnings while emerging markets lagged weighed down 

by results in Chile, Brazil and Argentina. 
 

Fixed Income Markets 

� Interest rates increased and the yield curve flattened as strong economic data and 

expectations for a Federal Funds target rate hike lifted short term rates.  The yield 

on the 2year Treasury, which is the most sensitive to changes in monetary policy, 

increased by 18 bps to end the month at 1.78% while the 10year Treasury yield 

was up only 3 bps to 2.41%.  The yield on the long bond declined by 5 bps to 

2.83%.  TIPS and bank loan markets were beneficiaries of an increase in inflation 

expectations and nominal rates.  Corporate credit underperformed like duration 

Treasuries by 3 bps on negative headlines in the industrial sector and heavy new 

issuance particularly in the technology sector.  Securitized segments outperformed 

on strong economic data on the consumer and investor demand for high quality 

bonds carrying a yield advantage relative to Treasuries.  Asset backed securities 

performed best against this backdrop outperforming like duration Treasuries by 11 

bps.  High yield was down fractionally as was emerging market debt.  NonU.S. 

sovereign bond markets advanced benefiting from currency strength.  The Euro 

and Yen gained 2.4% and 1.5% versus the U.S. Dollar, respectively. 
 

Alternative Strategies 

� Hedge funds lagged in a strong upwardly moving market with directional and 

long/short equity strategies performing best.  M&A activity picked up with 

potential deals including Broadcom/Qualcomm, CVS/Aetna and Comcast/Fox while 

Sprint and TMobile scrapped merger plans.  In commodity markets, industrial 

metals saw price declines on concerns over the outlook for demand from China 

while crude prices were higher on news that OPEC production cuts for 2017 would 

extend out to 2018. 


