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Domestic Stocks
September brought some recovery from a sloppy August, but even as we write this, the market is in downshift again thanks to Congressional misbehavior. So although the Dow rose 2.2%, the S&P was up 3%, and the Nasdaq surged 5%, this is old news. The Dow is stuttering around 15,000. The S&P is actually up from September’s month end quote, though anything could happen in the next few days. 
Investors are largely prepared to ignore the government shutdown and the debt negotiations. Many are of a mind to “buy the dip” and trading statistics over the past few days show they’re putting their money where their mouths are. However, if Congressional stasis drags on too long, it will affect the economy and thus, future earnings. When that happens, prices could fall. Complicating matters is third quarter earnings season, which kicks off this week. Last quarter wasn’t so great. Pale numbers again could put a lid on stocks. 
On the positive side, this small downturn allowed us to scare up a few new stocks, including AFLAC, the duck who sells insurance; Hyster-Yale (forklifts); and Rogers Communications (TV/telecom in Canada). In addition, poor performance from several of our REITs over the last quarter left these stocks imminently buyable. Look for these names in a portfolio near you soon! 

Fixed Income 
Bonds rallied last month with mixed economic news, the Fed’s delay-of-taper talk, and the government shut down which prompted a move towards safety. The thirty year Treasury bond fell in yield from 3.71% to 3.68%. This doesn’t sound like much but remember that the thirty year hit 3.90% just a few weeks ago. So the rally from there to 3.68% is real money. The ten year dropped from 2.78% to 2.61%, a pretty big move and enough to bring mortgage rates down a little. The Fed has no desire for high mortgage rates at this point, so they’re going to handle the end of taper with kid gloves. 

Corporates had a rough quarter overall, but started to catch a bid in September. Investor opinion around this sector is variable at the moment, but we think the new, higher rates are attractive. Some lower tier investment grade bonds are yielding 6% or better now; that kind of rate goes a long ways towards funding retirement. 
Munis remain our favorite bond market sector but selectivity is critical. We’ve had a call in to Columbia Hospital (Astoria) about recently filed financials and still need to hear back; sometimes multiple phone calls are required to obtain enough information about these bonds to satisfy our internal due diligence requirements. And even then, information can be obscured. Who knew until the recent audit that Detroit had illegally handed out retirement benefits to the tune of $2 billion to participants before they had retired? 

International
Returns overseas were mixed last month. Canada, where most of our foreign investments are headquartered and traded, was up only 0.8%. Canada’s economy is in a slow slog much like the rest of the developed world. A commodity boom specific to certain countries including Canada is fading. Canadian citizens, after sailing through the Great Recession without much damage, have packed on a lot of debt. From here, things don’t look so rosy. Our exposure here could be a detriment for a while.
Elsewhere, Mexico was up 1.7% as this country benefits from close ties to the US and expands when we do. Brazil was up 4.5%, a strong showing for this volatile market. In Europe, the FT-SE index of one hundred large companies rose 0.8%, taking a breather from what has been a fairly strong year. The Nikkei, continuing to rally on the basis of the new prime minister’s promise to reinvigorate the economy, was up a storming 8.0%, a huge return in only a month. This market is cheap, and has been for years, no doubt. But the country needs more than money stimulation to make a real recovery. Immigration reform, accounting reforms, and a less dysfunctional government (there have been seven Prime Ministers since Koizumi left office in late 2006) would be helpful. The Hang Seng index, somewhat of a proxy for the Chinese economy, was up 5.3% as data seemed to show some recovery from what’s been seen as a growth slump. 

Note: I will be gone on vacation October 18 – 29. Should you need assistance during this time, please call Julie on 503.558.1046, or John or Dave at 503.417.1950. 
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