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Market Commentary 
 

Despite a strong start to the quarter, markets across the board pulled-back in the month of September leaving 
most asset classes in negative territory for the full quarter. However, even with the modest pullback, the S&P 
500 was able to hold on to a small gain for the quarter, up 0.6%. Small cap U.S. stocks had a negative quarter, 
down 4.4%, bringing their total return to 12.4% on a year-to-date basis. International stocks were also down for 
the quarter. The MSCI EAFE index was down 0.5% for Q3 and is up 8.4% in 2021. Emerging markets were the 
worst performing sub-asset class for the quarter with the MSCI EM index down 8% during the quarter and -1.3% 
year-to-date. Real Estate Investment Trusts (REITS) continue to have the strongest year-to-date return, up 
21.6% 
 
So, what shifted the markets from all-time highs in August to a flat to negative Q3? While markets are complex 
and many forces are always at work, a few forces may be worthwhile mentioning. The recovery and economic 
data remain strong, but the rate of change in growth may be slowing a bit. Also, the delta variant caused some 
concerns in September as infections peaked, before rolling over. A few other forces at work are related to inflation 
expectations, employment, and interest rates. Monetary Policy and the Fed’s actions going forward are a key 
focus for the markets. Also, debates in Washington over the debt ceiling, the Bipartisan Infrastructure Framework 
(BIF), and the Human Infrastructure Bill, Build Back Better (BBB), may also have added to market gyrations. 
 
Despite our concerns related to high market valuations in both stocks and bonds, we believe the most likely 
scenario remains one in which U.S. equities end the year above their September 30 close; however, we also 
anticipate increased volatility along the way. Corporate earnings have been strong in 2021, and from a technical 
standpoint, we are entering the best time of the year for the markets. 
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Index Name QTD Return YTD Return 

Dow Jones Industrial Average -1.46% 12.12% 

Barclays U.S. Aggregate Bond 0.05% -1.55% 

S&P 500 (Large Co. index) 0.58% 15.92% 

MSCI EAFE (Int’l Equity index) -0.45% 8.35% 

Russell 2000 (Small Co. index) -4.36% 12.41% 

 For YTD 2021, most sub-asset classes are positive with U.S. equities outperforming 
international. 

 In Q3 2021, U.S. large capitalization stocks were the leading sub-asset class, with the  

S&P 500 up 0.58%. 

 Despite high market valuations, investment returns should end the year positive. 
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