
MONTHLY MARKET REPORT 

 
AUGUST 2019 

U.S. MARKETS 

Stocks raced to new highs in July, propelled by an expected cut in interest rates and 
better-than-expected corporate earnings. 

Despite a sharp sell-off on the final day of the month, the Dow Jones Industrial Average 
tacked on one percent, while the Standard & Poor's 500 Index rose 1.31 percent. The 
NASDAQ Composite lead with a 2.11 percent gain, leading markets for the second 
consecutive month. 1 

 

 

 

The markets opened the month higher on news from the G-20 (Group of 20) that 
America and China would resume trade negotiations. However, prices faltered as a 
strong jobs report caused some to worry the Fed would further postpone cuts to interest 
rates. 

DOW 27,000 

In Fed Chairman Jerome Powell's testimony to Congress during the following week, he 
spoke of economic uncertainties, which many interpreted as a signal that a rate cut was 
coming. Investor confidence ran high, pushing the Dow over 27,000 and the S&P 500 
past 3,000 for the first time.2 

EYES ON EARNINGS 

With Powell's testimony over, attention quickly turned to earnings season and the 
business climate in 2019 and beyond. Profits and forward guidance were generally 
better than most feared. 



Recent FactSet data shows 44 percent of the companies in the S&P 500 have reported 
quarterly results, and 77 percent have posted earnings above estimates. Nevertheless, 
FactSet projects that overall earnings will be 2.6 percent lower once all the results are 
finalized.3 

SECTOR SCORECARD 

On the last day of the month, the Fed announced plans to cut the federal funds rate by 
25 basis points, or a quarter of a percent. Policymakers justified the move by pointing to 
global economic weakness, below-target inflation, and a desire to sustain America's 
economic expansion. 

Stocks dropped following the Fed's press conference. Although the rate cut was widely 
anticipated, investors grappled with comments that suggested the Central Bank may 
not make further cuts. Fed Chair Powell called the July rate cut a “mid-cycle 
adjustment” and suggested that for further cuts, “wait-and-see” will be their approach.4 

 

 

WHAT INVESTORS MAY BE TALKING ABOUT IN SEPTEMBER 

Since the Fed began signaling in January that it was likely to ease up on its monetary 
tightening, markets have raced ahead on expectations that verbal signals would 
eventually be followed by concrete action. 



Even though markets anticipated the July 31 cut, investors remain uncertain whether 
this rate cut would represent a one-time event or the start of an extended easing cycle. 

THE FED'S OUTSIZED INFLUENCE 

Should the Fed decide no further cuts are necessary, it may force investors who 
adapted their portfolios in anticipation of further cuts, to reevaluate their positions. 

In the coming months, the Federal Reserve will likely exert an outsized influence on 
markets, even as investors' attention remains focused on the ongoing China trade talks 
and key economic markers. 

WORLD MARKETS 
International equities moved in the opposite direction of U.S. stocks, as the MSCI-
EAFE Index slipped 1.16 percent in July.6 
Most European markets retreated on economic weakness, uncertainty over trade, and 
the growing likelihood that Britain could exit the E.U. without a deal. 

Germany lost 1.69 percent, and France slipped 0.36 percent. Great Britain, however, 
picked up 2.05 percent.7 
Pacific Rim stocks were mixed. Hong Kong fell 2.68 percent, on rising domestic 
tensions. Australia gained 2.93 percent, while Japan dropped 0.94 percent.8 



 

 



INDICATORS 

GROSS DOMESTIC PRODUCT 

First-quarter economic growth remain unchanged at 3.1 percent (though, consumer 
spending was revised to a slower rate), while business spending, exports, and 
government contributions were revised higher.7 

GROSS DOMESTIC PRODUCT (GDP) 

Economic growth slowed in the second quarter, with the GDP showing a gain of 2.1 
percent. Consumer spending continued strong, but business investment declined, 
shrinking for the first time since 2016.9 

EMPLOYMENT 

The unemployment rate ticked higher, rising to 3.7 percent from 3.6 percent, even as 
nonfarm payrolls rose by 224,000. Wages grew 3.1 percent from a year earlier.10 

RETAIL SALES 

Spending jumped 0.4 percent in June, evidencing the continued strength of the 
consumer. Compared to June 2018, retail sales were higher by 3.4 percent.11 

INDUSTRIAL PRODUCTION 

Industrial production was unchanged from the previous month.12 

HOUSING 

Housing starts declined in June by 0.9 percent.13 
Existing home sales fell 1.7 percent month-over-month and slipped 2.2 percent year-
over-year – the 16th consecutive month of year-over-year sales declines.14 
Sales of new homes accelerated in June, jumping 7.0 percent after two straight months 
of declines.15 

CONSUMER PRICE INDEX 

Consumer prices moved 0.1 percent higher in June. Excluding the more-volatile food 
and energy categories, inflation rose by 0.3 percent.16 

DURABLE GOODS ORDERS 

Orders for long-lasting goods rose 2.0 percent, exceeding consensus estimates and 
representing the fastest growth rate since August 2018.17 

THE FED 
The minutes from the latest Federal Open Market Committee seem to suggest the Fed 
was leaning toward a cut in the federal funds rate amid concerns regarding global 
economic growth, continuing trade tensions, and an inflation rate that was mired below 



its benchmark target of 2 percent.18 The Fed cut its federal funds target rate by 25 basis 
points on July 31. 

BY THE NUMBERS 

THE COST OF EDUCATION 

$26,45819 
Average amount families 

spent on college in 2018 

$8,99620 
Costs covered by family 

savings and income 

$7,40821 
Costs covered by 

scholarships and grants 

$3,70422 
Costs covered by student 

borrowing 
 



$26,22623 
Average families spent on 

college in 2019 

$11,27724 
Costs covered by family 

savings and income 

$8,13025 
Costs covered by 

scholarships and grants 
 

$3,67226 
Costs covered by student 

borrowing 
 

$976.7827 $696.7028 



Average planned spending 

per household for back-to-

college shopping 

Average planned spending 

per household for back-to-

school shopping 

$82.8 BILLION29 
Total amount expected to be 

spent on back-to-school 

costs 2018 

 

$80.7 BILLION30 
Total projected amount 

spent on back-to-school 

costs 2019 

$72,630,000,000
31 

Amount spent on new shoes 

for school 



$74,244,000,000
32 

Amount spent on school 

supplies 

 

$0.03533 
Cheapest ballpoint pen in 

the world 

$730,00034 
Most-expensive ballpoint 

pen in the world 
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