
Index 1wk 4wk YTD 

S&P 500 

Nasdaq Composite 

Dow Jones Industrials 

Russell 2000  

Barclays US Agg Bond 

Merrill Lynch HY Master II 

Data as of 11/4/2016. Please see next page for index descriptions and important 
disclosures. 

2.22 2.27 

1.93 
1.74 1.79 1.82 1.83 

1.49 1.46 
1.57 1.61 

1.83 1.78 

11/30 12/31 1/31 2/29 3/31 4/30 5/31 6/30 7/31 8/31 9/30 10/31 11/4

640 
695 

774 775 

705 

621 597 621 
569 

510 497 491 
520 

$ 1.78% 
10-year  

Treasury Yield 2.9% 
Latest (Q3) 

US GDP $44.07 
Oil Price  

Per Barrel 3.47% 
30-year Fixed 

Mortgage Rate 

  

High Yield Spread, basis points  10yr Treasury Yield % US Equities Outlook: The corporate sector is showing signs of resilience 
as early 2016 disruptions are dissipating. It is still unclear whether the 
global economy can find marginal aggregate demand. We expect 
volatility to continue as the primary factors supporting the recent rally 
(weak dollar, strong oil and dovish Fed) are all at risk of reversing trend 
by the end of the year. High Yield Bond Outlook: Default rates are on 
the rise as energy issuers continue to come under fire. The oil rally is 
expected to reverse thru the fall unless a significant OPEC deal is 
reached. Our outlook continues to expect rising speculative grade default 
rates over the next 12 months, making current spreads expensive. 
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. Odds of a Fed rate hike in December is quite high. 

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 FBI has, once again, sparked market volatility with 
its inquiries into Presidential hopeful Hillary Clinton’s 
private email server. An unexpected resumption of its 
investigation two weeks ago contributed to the market’s 
rapid decline last week, as traders hedged against the 
consensus short-term negative impact of a Trump victory. 
However, stocks soared in early Monday trading after the 
FBI again cleared Clinton of any chargeable offense. 
 
The Federal Open Market Committee left interest rates 
unchanged at its policy meeting last week while leaving the 
door open for a December rate hike if economic conditions, 
as measured primarily by unemployment and inflation, 
continue to improve. Back in 2012, when then-Fed Chair 
Ben Bernanke was making history with a slew of innovative 
attempts at boosting inflation and employment, the central 
bank introduced a 6.5% unemployment rate “threshold,” an 
attempt at telegraphing their first rate hike (only when the 
rate dipped below 6.5%) and improving the lines of 
communication with the marketplace. A problem arose, 
however, when the threshold rate was quickly met in April 
2014 after a sharp decline to 6.2% from 6.7% while inflation, 

one of the two core mandates (“price stability”), languished 
at new lows: the Consumer Price Index yr/yr change had just 
troughed at 0.93% in October 2013 before climbing to a 
tenuous 2% rate in April 2014. Sensing an imminent 
dilemma, Bernanke responded by steadily backing off the 
unemployment rate target, first by qualifying it as “a 
threshold, not a trigger”) and ultimately eliminating it in 
December 2013.* Fast forward to today, and Janet Yellen’s 
Fed still faces a narrowing but notable divergence between 
measures related to the employment and price mandates. 
The December 13-14 will be another major test of Yellen’s 
policy framework with inflation slowly rising yet far from 
optimal for a market bracing for monetary tightening. 
 
The ISM Manufacturing Index rose to 51.9 in October 
from 51.5; the non-Services gauge fell further than expected 
to 54.8 from 57.1. Taking a look into the Manufacturing 
survey revealed the biggest gains in employment (+3.2) and 
imports (+3.0), with order backlog (-4.0), customers’ 
inventories (-3.5) and new orders (-3.0) seeing the largest 
monthly declines. Overall, the 2016 Factory sector trend has 
been marked by a mid-year stabilization after last winter’s 

energy-led slump. 
 
The final jobs report before the US Presidential election was 
subdued, with a reported 161,000 nonfarm payrolls vs. 
expectations for 191,000. Average hourly earnings 
garnered more attention than the headline figure as it is 
more closely tied to inflation, the “missing piece” of the 
recovery puzzle. On a year-over-year basis, the latest 
reading puts earnings growth at a 2.82% rate, the highest 
clip since June 2009. Wage growth has decidedly broken out 
of its muted 2010-2015 range, putting more pressure on 
both the Federal Reserve and businesses that rely on low-
cost labor supply such as Restaurants and big box retailers 
such as Walmart, although demand may improve as a result 
of the rise in discretionary income.  
 
*The Fed’s Shifting Unemployment Guideposts, WSJ 12/8/2013. 
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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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