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Th e third quarter marked the 8th straight quarters of gains for the Dow Jones Indus-
trial Average! Th e last time that occurred was in 1997 when Beanie Babies were all the 
rage and the Dow was at 7,000.  In other words, it’s been a while.

Economic indicators point to continued growth in the economy and no major econo-
my is showing signs of recession.  Commercial and Industrial loan growth is the only 
indicator showing some weakness, but that is partly due to a rise in the Fed funds 
rate.  Both consumer confi dence and CEO confi dence are near 10-year highs.  

Despite a strong quarter, not all stocks were up.  27% (8 out of 30) of the stocks in the 
Dow Jones Industrial Average actually lost value during the quarter.  Th e two biggest 
decliners during the quarter were Nike and General Electric which were down 12.1% 
and 10.5%, respectively.  

Quarterly Market Review

Here is a summary list of events that occurred during the quarter: North Korea fi res more missiles • 
President Trump visits Warsaw, Poland • Berkshire to buy Oncor Electric for $9 billion • G20 summit in Ger-
many • U.S. Dept. of Justice charges 412 people in $1.3 billion health care fraud • California wildfi res • Sena-
tor John McCain diagnosed with brain cancer • North Korea travel ban • White House Press Secretary Sean 
Spicer resigns • Jimmy Choo bought by Michael Kors for $1.2 billion • John Kelly named White House Chief 
of Staff  • President Putin expels 755 U.S. diplomats • Scripps to be acquired by Discovery Communications 
for $14.6 billion • Prince Philip, age 96, ends public appearances • West Virginia Governor changes political 
party • Unemployment rate at 4.3%, a 16 year low • United Nations unanimous North Korea sanctions vote 
• Diplomat sonic attacks in Cuba • Charlottesville violence • Big Ben repairs begin, silence bell for 4 years • 
Presidents council resignations and disbandment’s • Killings in Venezuela, Myanmar, and Philippines • Bar-
celona terrorist attack  • Total solar eclipse - August 21st • Hurricane Harvey • Hurricane Irma • Hurricane 
Maria • Hurricane Katia • Earthquake in Mexico kills hundreds • United Technology to buy Rockwell Collins 
for $30 billion • Equifax data breach impacts 143 million • London train attack • Toys “R” Us fi les for bank-
ruptcy • U.S. Dollar declines for third straight quarter • Emerging markets having best year since 2009 • All 
major averages reach all-time highs during the third quarter • 10-Year Treasury at 2.33% • Oil hits $51.67/bbl

Th e best performing sectors this quarter were Technology and 
Energy.  Th e worst performing sectors were Consumer Staples 
and Real Estate.  Year to date, the telecom and energy sectors 
are still down, while the other 9 sectors are in positive territory. 

Last quarter we predicted that Value stocks would begin to 
outperform Growth stocks over the next six months.  As you 
can see from the year to date chart on the right, that prediction 
is proving accurate.  Value stocks outperformed Growth stocks 
by almost a 3-to-1 margin in September.  

Third Quarter 2017

Dow Jones Industrial Average 4.9%  •  S&P 500 4.0%  •  MSCI EAFE (International) 5.3% 

Russell 2000 (Small Cap) 5.3%  •  MSCI EMI (Emerging) 6.6%   •  Barclays Capital Aggregate Bond 0.9%
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In April, I wrote about the tranquility of this market.  
Not that the market is fl at or stagnant, but that it lacks 
volatility - signifi cant up or down movements during 
the day.  Given the impressive resilience and historic 
nature of this event, I provide you with an update.

Looking at the chart on the right, the Blue line rep-
resents the high for the day and the Green line depicts 
the low of the day.  Notice how close the two lines are 
to one another.  

Aft er all that has occurred this year, (new president, rate hikes, decline in the U.S. dollar, 3 historic hurricanes, 
earthquakes, terrorism, threat of nuclear war, geopolitics, mass shootings), the market has remained calm.

In fact, the market has continued to climb higher, hitting record high aft er record high, without much drama.  
Case in point: Over the past year, a close that was 1.0% higher or lower than the previous day has only happened 
12 times in 251 trading days.  (7 up days and 5 down days). Th at means 95% of the daily moves over the past year 
were mundane moves of less than 1.0%.  Drama-free. As we head into the fourth quarter, we expect volatility to 
increase, but still anticipate positive growth into year-end. 

International Markets
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Third Quarter Trading Days
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Th ere were 63 trading days in the third 
quarter of 2017. (See chart on left )  

Th e market ended the day in positive 
territory on 39 days and ended the day 
in negative territory on 24 days.  

Th e average daily gain for the S&P 500 
index was 1.52/day or a mere 0.06%.  

Trading Day Tidbits

Th e accompanying chart shows the returns 
of the major averages around the world.  
All major averages are positive year to date, 
with emerging markets posting the largest 
gains. 

Th e United States has outperformed both 
the developed and emerging internation-
al markets for years.  Now, spurred on by 
accommodative global monetary policies, 
a weaker U.S. dollar, and a period of stable 
economic growth, no major economy is in 
a recession and international markets are 
beginning to look more attractive.  
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