
Index 1wk 4wk YTD 

S&P 500 0.09 2.20 13.43 

Nasdaq Composite -0.33 2.06 19.39 

Dow Jones Industrials 0.36 2.29 15.17 

Russell 2000  1.35 5.91 7.89 

Barclays US Agg Bond -0.15 0.09 3.24 

Merrill Lynch HY Master II 0.22 1.19 6.73 

Data as of  9/22/2017. Please see next page for index descriptions and important 
disclosures. 
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High Yield Spread, basis points  10yr Treasury Yield % US Equities Outlook: Corporate earnings and GDP are conducive to 
stock market rallies and could benefit further if consumer optimism 
continues to return. International equities are attractive as they emerge 
from a 4+ year stagnation.  

High Yield Bond Outlook: One-off defaults, concentrated in the retail 
sector, have not spilled over into the broad high yield sector. Oil has 
stabilized in the $40-$50 range, a strong positive. The 10-year Note at a 
yield much lower than it started the year (a major surprise heading into 
2017) is another key tailwind.  

Global Monetary Policy Outlook: While the absolute level of global 
policy stimulus is constructive, the pace of marginal stimulus is at risk in 
Japan, Europe, and the US. Central bankers and investors alike have 
begun to question the efficacy of monetary policy in the absence of a 
fiscal counterpart.  

High Yield Data: BofAML Index Research. Mortgage Rate is a monthly reading from Freddie Mac. Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness 
or fairness. This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities. Past Performance is not a guarantee of future results. 
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The Federal Open Market Committee kept interest rates 
unchanged at its policy meeting last week, leaving the key 
short-term rate at a range of 1-1.25 percent. The FOMC’s 
economic projections were adjusted, with a bump in GDP 
expectations for the rest of 2017 and a reduction for the 
inflation prediction (as measured by Core PCE, or personal 
consumption expenditures excluding food and energy). The 
Federal Funds rate projection indicates one more rate hike in 
2017, most likely at the December meeting. As expected, the 
Fed also officially announced an October start date for its 
long awaited policy normalization program, i.e., balance 
sheet wind down. From the Fed’s Implementation Note dated 
September 20th: “Effective in October 2017, the Committee 
directs the Desk to roll over at auction the amount of principal 
payments from the Federal Reserve's holdings of Treasury 
securities maturing during each calendar month that exceeds $6 
billion, and to reinvest in agency mortgage-backed securities the 
amount of principal…that exceeds $4 billion. Small deviations 
from these amounts for operational reasons are acceptable.” For 
context, the Fed’s balance sheet currently stands at $4.5 

trillion, dwarfing the $10 billion total monthly reduction 
(although the plan is to increase the pace of reduction every 
three months so that it is rolling off $50 billion per month by 
the end of 2018). Treasury yields have remained low despite 
the upcoming increase in supply, a far cry from the taper 
tantrum days of 2013 (end of QE) and, to a lesser extent, 2016 
(Trump election). Continued demand from overseas 
investors, along with stubbornly low inflation and a resolute 
commitment from the Fed to a snail’s pace for its 
normalization program, have kept bond vigilantes in check. 
The Fed has been awarded a dream scenario up to this point, 
being allowed to flood the market with trillions of dollars in 
stimulus without moving the needle on inflation, once 
considered a certainty as purported by those following Milton 
Friedman’s mantra that “inflation is always and everywhere a 
monetary phenomenon.” The playbook is therefore still in 
play, with a sudden jump in prices being the potential public 
enemy no. 1 to the central bank. For now, all is quiet on the 
front. 
 

Small cap stocks have enjoyed a resurgent month in 
September, with the Russell 2000 Index rising 5.91% over the 
past four weeks vs. 2.20% for the S&P 500. The comeback 
couldn’t come soon enough for an asset class which has 
underperformed large caps by a wide margin this year. The 
explanation for the gap requires inspection, as it goes against 
one of the typical expectations for US equities, which is that 
riskier small cap stocks do better in low-volatility up years. 
One of several possible explanations is related to President 
Trump’s tax cut platform. Small caps surged into the end of 
2016 as traders agreed that tax cuts are on average more 
beneficial to smaller companies. Then, as talks of a cut faded 
for most of this year, a sharp mean reversion took place. Now, 
the Trump administration has revived the conversation and 
has indicated that an explicit proposal will be put forth 
imminently. This development coincides with the Russell 
2000’s sharp rise.  
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New Home Sales (Tues)    Durable Goods Orders (Wed)    US Final GDP (Thurs)    Caixin (China) Purchasing Managers Index (Thurs)     Chicago PMI (Fri)    COMING UP THIS WEEK:  
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The stated investment preferences are the opinions of Quartz Partners Investment Management and do not reflect individual investors’ risk and return goals. Individual investors 
should consult with their financial professional about how to implement these opinions in a portfolio that is suitable for their goals and risk tolerance. These views do not 
necessarily reflect the investment decisions made within specific Quartz Partners Investment Management portfolios.  
 
Past Performance is not a guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index. This material is not 
intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment 
strategy. The opinions expressed are as of the date of this report, and may change as subsequent conditions vary. Individual portfolio managers for Quartz Partners Investment 
Management may have opinions and/or make investment decisions that, in certain respects, may not be consistent with the information contained in this report.  
 
The information and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by Quartz Partners Investment Management to be 
reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecasts made will come to pass. Reliance upon information in 
this material is at the sole discretion of the reader. Investment involves risks.  
 
Stock and bond values fluctuate in price so that the value of an investment can go down depending on market conditions. The two main risks related to fixed income investing 
are interest rate risk and credit risk. Typically, when interest rates rise, there is a corresponding decline in the market value of bonds. Credit risk refers to the possibility that the 
issuer of the bond will not be able to make principal and interest payments. There may be less information available on the financial condition of issuers of municipal securities 
than for public corporations.  
 
Index Definitions: 
S&P 500 Index: a market capitalization-weighted index of 500 widely held stocks often used as a proxy for the stock market. It is the most widely used benchmark for U.S. stock 
funds and portfolios.  
Dow Jones Industrials Average (“Dow Jones:): Price-weighted average of 30 leading industrial stocks traded on the New York Stock Exchange, compiled by Dow Jones & Co.  
Nasdaq Composite Index: A market-capitalization weighted index of the more than 3,000 common equities listed on the Nasdaq stock exchange.  
Russell 2000 Index: The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. It is a subset of the Russell 3000 Index representing 
approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities based on a combination of their market cap and 
current index membership.  
BofA Merrill Lynch U.S. High Yield Master II Index (“High Yield Bonds”) tracks the performance of below investment grade, but not in default, U.S. dollar-denominated corporate 
bonds publicly issued in the U.S. domestic market, and includes issues with a credit rating of BBB or below, as rated by Moody’s and S&P.  
Barclays Capital U.S. Aggregate Bond Index (“Quality Bonds”): comprised of approximately 6,000 publicly traded bonds including U.S Government, mortgage-backed, corporate, 
and Yankee bonds with an approximate average maturity of 10 years. 
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