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Market Overview 
 

� After a substantial pull back in August and September, equity markets rallied 

strongly on global central bank accommodation, lack of substantial negative 

headlines and investor bargain hunting.  Early in the month, Federal Reserve 

Board Open Market Committee (FOMC) meeting minutes released from 

September suggested there was more of a concern over global growth than 

originally thought leading many to believe a Fed rate hike would be pushed out 

into 2016.  Elsewhere, China cut interest rates again, the sixth time over the last 

year and, in Europe, the ECB signaled that further stimulus may be considered.  

 

� Corporate earnings season got into full gear and while earnings contracted, 

results came in better than expected. Of the 340 S&P 500 companies which 

reported quarterly results, 75% beat consensus earnings estimates and 44% 

beat on the top line.  In the U.S., investors were out bargain hunting which 

lifted previously beaten down sectors such as energy, materials and high yield.  

A reprieve from negative headlines helped investor sentiment.  In China, GDP 

measurements came in at 6.9%, which was better than expected serving to 

buoy commodity markets.  Commodities put in mixed performance though with 

crude oil up just shy of 2% while natural gas prices declined considerably, down 

13.5%, on an abundance of supply.  In precious and industrial metals markets, 

gold was up 2.4% while industrial metals as a group were lower by 2.8%.   

 

� Strong equity market performance in October drove U.S. large caps, REITS and 

international developed markets stocks into positive territory for the year.  In 

U.S. fixed income markets, yields increased across the curve as investors 

favored risk assets.  Later in the month, a more hawkish statement after the 

FOMC meeting on the 28
th

 also pressured yields higher.  Yields on the 2 and 5

year Treasury securities were up 10 and 16 bps, respectively while the yields on 

the 10year ended the month at 2.14%, an increase of 11 bps.  In overseas 

markets, rates were pressured lower on central bank accommodation.  The U.S. 

dollar gained against the Euro and Yen and declined versus EM currencies. 
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Month Year to Date Month Year to Date

S&P 500 8.44 2.73 MSCI EM ($) 7.13 (9.44)

Russell 2000 5.63 (2.54) MSCI EM Asia ($) 7.77 (5.77)

MSCI EAFE ($) 7.82 2.13 MSCI EM EMEA ($) 5.38 (8.21)

MSCI Europe ($) 7.16 1.58 MSCI EM Latin America ($) 6.10 (24.81)

MSCI UK ($) 7.29 (1.54) Source: eVestment Alliance, MSCI

MSCI Japan ($) 10.09 10.32

MSCI Pacific ex Japan ($) 7.14 (9.44)

Source: eVestment Alliance, MSCI

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

Month Year to Date Month Year to Date

Barclays Aggregate 0.02 1.16 Citigroup NonU.S. WGBI Hedged 0.58 1.55

Barclays Government (0.35) 1.41 Citigroup NonU.S. WGBI Unhedged 0.12 (4.11)

Barclays U.S. TIPS 0.25 (0.54) JP Morgan EMBI Global 3.16 2.83

Barclays U.S. Inv. Grade Corp. 0.42 0.33 Source: eVestment Alliance, Citigroup, JP Morgan

Barclays U.S. Mortgaged Backed 0.07 1.68

Barclays U.S. High Yield 2.75 0.23

Credit Suisse Leveraged Loan (0.14) 1.47

Source: eVestment Alliance, Barclays, Credit Suisse
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Equity Markets 
 

� The month started out with a weak employment report followed by the release 

of meeting minutes which revealed Fed concerns over global growth.  

Interestingly, markets rallied on the news as prospects for a Fed rate hike was 

pushed farther out into the future.  The rally gained further momentum on 

global central bank accommodation.  Statements from ECB President Mario 

Draghi on the possibility of further stimulus measures to combat very low levels 

of inflation and a lackluster economy sent European stocks surging while a rate 

cut out of China was of benefit to emerging markets.  In Japan, markets surged 

expecting further stimulus measures as well, and while no such decision was 

announced, better manufacturing data helped buoy investor sentiment.  In 

developed markets, stocks of growth oriented companies beat value stocks and 

previously beaten down segments such as energy and materials saw strong 

rallies on the heels of firmer oil prices and positive news out of China.  Blue chip 

technology companies also surged on strong earnings results.  In the U.S. large 

capitalization stocks beat small caps.   

 

Fixed Income Markets 
 

� Interest rates increased across the curve as investors took on more risk.  Lower 

quality credit was the big winner on the month.  High yield bonds surged on 

attractive relative values and strong fund inflows.  Investment grade corporates 

and mortgagebacked securities outperformed like duration Treasuries by 85 

bps and 37 bps, respectively while assetbacked securities lagged on heavy new 

issuance.  In the leveraged loan market, a persistent supply/demand imbalance 

is weighing on the market with mutual funds seeing five consecutive months of 

outflows, in addition to less CLO issuance. 

 

Liquid Alternative Strategies 

 

� Hedge fund strategies put in respectable performance but could not keep up 

with the strong market rally.  Best relative performers were long/short equity, 

event driven/creditoriented and convertible bond strategies as equity and 

credit markets surged.  Global macro and managed futures strategies lost 

ground on the strong reversal in market direction during the month.  


