
 

Stock Market Commentary

Large Stocks
S&P 500 1.7% 4.2% 13.4%
Russell 1000 1.4% 3.9% 13.2%
Russell 1000 Growth 1.5% 3.7% 16.9%
Russell 1000 Value 1.4% 4.0% 9.4%

Medium and Small Stocks
S&P 400 Midcap -0.1% -2.5% 9.4%
Russell 2000 -2.4% -8.9% 8.2%
Russell 2000 Growth -4.2% -9.7% 9.8%
Russell 2000 Value -0.6% -8.3% 6.5%

International Stocks
MSCI Developed (EAFE) -1.0% -0.8% 7.1%
MSCI Emerging Markets -4.2% -2.0% 6.0%

Real Estate
DJ Wilshire REIT Index 6.8% 16.4% 6.5%

Bond Market Commentary

Taxable Bonds
Aggregate 3.0% 2.0% 2.5%
Intermediate Govt./Credit 2.4% 2.1% 1.8%
U.S. Government 3.1% 2.4% 2.1%
U.S. Credit 3.9% 0.9% 2.9%
High-Yield Bonds 3.4% -3.7% 1.8%

Tax-Free Bonds
3-Year Municipal 0.8% 1.5% 1.3%
5-Year Municipal 1.1% 2.8% 2.2%
10-Year Municipal 1.9% 4.4% 3.9%

Sources: Bloomberg, Municipal Market Data, Vanguard, Lipper.
The bond indexes above are produced by Barclays Capital.
Returns include the reinvestment of interest and dividends.   
*Returns are annualized.
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To receive this Quarterly Investment Update by email, request our composite performance history, or request descriptions of the indexes and other information included in this report, please contact 
us at investmentnewsletters@perkinscoie.com .
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Trade and interest rates continued to be the headline market movers for the 
third quarter. In late July, as expected, the Fed cut rates a quarter percent and 
recommitted to "act as appropriate" to sustain what is now the country's longest 
economic expansion. However, equity markets fell slightly on the news due to 
concerns that one cut would not be enough to stave off potential economic 
slowing resulting from the ongoing trade dispute. In mid-September, the Fed 
lowered interest rates by another quarter percent. Although a volatile quarter, 
the S&P 500 ended up 1.7%. 

The Utilities sector was the best performer in the S&P 500 for Q3, as investors 
sought out traditionally more stable parts of the equity market. The Energy 
sector was again the worst performing, down on slowing global growth fears. Oil 
prices spiked in mid-September after attacks damaged two large oil plants in 
Saudi Arabia, although the country has been restoring its capacity quicker than 
expected and WTI prices moderated to $54.07 per barrel by quarter end. Given 
current supply and demand conditions, we expect oil prices to stay in a $40-60 
per barrel range. 

Manufacturing weakness in Germany and uncertainty surrounding Brexit 
coupled with a strong U.S. dollar drove developed international stocks down for 
the quarter, and the MSCI EAFE ended down 1.0%.

In July, following the first interest rate cut since 2008, bond prices rose 
significantly and yields tumbled across the globe. Fearing the cut signaled 
slower economic growth in the future, investors sold stock and moved to safer 
assets, causing the 10-year Treasury yield to fall below 1.5% and the yield 
curve to temporarily invert. This made headlines as an inverted yield curve is 
seen as a warning sign for the economy and previous recessions have followed 
inverted curves by an average of 18 months.

In September, the Fed took another step and reduced rates again, setting the 
fed funds rate at a target of 1.75-2%. By quarter end, the yield curve had 
steepened slightly, although the spread between 2-year and 10-year Treasury 
rates remains very tight.

In the municipal bond market, August and September were busy months for 
new issuance as U.S. state and local governments took advantage of lower 
borrowing costs. Strong, consistent demand has outpaced supply for much of 
this year and pushed municipal bond prices to record highs relative to 
Treasuries.
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Economic Commentary Key Economic Releases
EMPLOYMENT As of Expected Actual Prior
Unit Labor Costs (2Q) SEP 2.4% 2.6% 5.5%
Unemployment Rate AUG 3.7% 3.7% 3.7%
Average Hourly Earnings (YoY) AUG 3.0% 3.2% 3.3%
Change in Manufact. Payrolls AUG 5K 3K 4K
Change in Non-Farm Payrolls AUG 160K 130K 159K

INFLATION  (year over year) As of Expected Actual Prior
Consumer Price Index AUG 1.8% 1.7% 1.8%
CPI Ex Food & Energy AUG 2.3% 2.4% 2.2%
Producer Price Index AUG 1.8% 1.8% 1.7%
PPI Ex Food & Energy AUG 1.8% 1.8% 1.6%

HOME PRICES (year over year) As of Expected Actual Prior
S&P/Case Shiller Top 20 Mkts. JULY 2.1% 2.0% 2.2%

MANUFACTURING ACTIVITY As of Expected Actual Prior
Capacity Utilization AUG 77.6% 77.9% 77.5%
Leading Indicators AUG -0.1% 0.0% 0.4%
GDP Annualized (2Q) SEP 2.0% 2.0% 3.1%

PRODUCTIVITY As of Expected Actual Prior
Non-Farm Productivity (2Q) SEP 2.2% 2.3% 3.5%
Industrial Production AUG 0.2% 0.6% -0.1%

Source: Bloomberg.

For the Quarter Ending September 30, 2014

This report is based on information obtained from sources that we believe to be reliable, but we do not guarantee its accuracy or completeness.  Opinions and estimates may be changed or 
withdrawn without notice.  The information and opinions contained in this report should not be considered as recommendations to buy or sell any security or commodity.  Investments are not 
guaranteed, and past performance is not a guarantee of future results.

At Perkins Coie Trust Company, we believe that maintaining a long-term asset allocation and tax-intelligent strategy is an important priority.  We seek attractively 
valued investment opportunities in high-quality stocks, bonds and mutual funds across a full spectrum of geographic regions, sectors and specific industries.  By 
diversifying portfolios and focusing on fundamentals, we strive to manage market risk.  We stand ready to assist you in meeting your objectives.  For more information 
regarding trustee and investment services, please contact us toll-free at (888) 720-8382, locally at (206) 359-6462 or on the web at www.trust.perkinscoie.com.
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As a trade deal with China remains uncertain, the impacts of 
the tariffs are beginning to set in. CEO confidence fell again 
according to the 3Q Business Roundtable survey, and capital 
expenditure, despite starting to pick up earlier this year, is 
reversing trend.

The Fed cut rates twice to support the economy’s growth and 
the housing market has perked up in recent months in 
response. Housing starts and building permits hit a 12-year 
high in August and home resales rose to the highest level in 
17 months.

In September, the U.S. Purchasing Manager’s Index (PMI) 
came in at 47.8, following a 49.1 print in August. PMI figures 
below 50 indicate a contraction in manufacturing and, while 
not a large part of the U.S. economy, PMI figures across the 
globe have been trending lower recently, particularly in 
Europe.

Consumer spending has been a key support to the economy, 
aided by low unemployment and stable wage growth. 
Although consumer confidence remains elevated, the 
Conference Board Consumer Confidence Index fell again in 
September, following a slight decline in August. 

We anticipate trade news will continue to be a key driver of 
markets and the ultimate resolution—and how quickly it 
comes about—will greatly impact the future economic outlook.


	Markets
	Economy


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



