
  

August 2016:  Market Review 
 

Global equity markets took a breather from July’s strong performance and were flat to slightly positive in 

August.  The Dow Jones Industrial Average rose 0.26% in the month and is up 7.65% for the year.  The S&P 

500 Index gained 0.14% and has added 7.82% in 2016.  A relatively strong month for technology stocks led 

the NASDAQ Composite to gain 0.99% in August, raising its year-to-date performance to 4.11%.   

  

In U.S. economic news, the second reading of second quarter 2016 real GDP came in at 1.1% annualized 

growth.  Consumer spending, which makes up about two-thirds of GDP, rose 4.4% during the quarter, the 

fastest rate since the last quarter of 2014.  In comments at the Federal Reserve’s annual conference held in 

Jackson Hole, Wyoming, Janet Yellen mentioned that the case for raising interest rates has “strengthened” 

recently, leaving open the possibility of a rate increase in the Fed’s three remaining 2016 meetings.  The 

most recent S&P/Case-Shiller National Home Price Index report showed that on a month-over-month basis, 

home prices were up 0.95% in June, while on a year-over-year basis, prices were 5.07% higher than a year 

ago.  Among commodities, WTI crude oil ended August at $45 a barrel, up from $42 at the end of July.  

Gold closed the month at $1307 per troy ounce, down from July’s month-end price of $1349.   

 

Value-style equities outperformed growth-style equities across all capitalizations in August, and value 

remains firmly ahead of growth for the year.  Among large cap stocks, the Russell 1000 Value Index gained 

0.77% during the month and is up 10.23% for the year, while the Russell 1000 Growth Index dipped 

(0.50%), but has appreciated 5.62% year-to-date.  In small cap stocks, the Russell 2000 Value Index rose 

2.49% and has added 14.58% this year, while the Russell 2000 Growth Index gained 1.06% and has risen 

5.96% year-to-date.  The Russell Midcap Index closed the month down (0.25%), leaving it with a gain of 

10.04% so far in 2016. 

 

International equity markets were mostly flat to slightly positive in August, much like their U.S. 

counterparts.  The MSCI EAFE Index ended the month up 0.07% and has added 0.49% for the year.  The 

MSCI Europe Index rose 0.30% during August, but is down (0.86%) for the year.  Despite the positive 

performance for the month, investors have been pulling money out of European stock funds every week for 

the past six months due to low corporate earnings expectations and a struggling banking sector.  The MSCI 

Pacific Index lost (0.25%), but is up 3.24% year-to-date.  The MSCI Emerging Markets Index added 2.49% 

in August, led by Chinese equity markets, which were up over 7% for the month.  The EM Index has risen 

14.55% so far in 2016.   

 

U.S. fixed income markets were mostly negative in August, as investors pulled money out of bonds after Fed 

officials indicated an interest rate increase was still possible in 2016.  The yield on the 10-Year Treasury 

closed the month at 1.57%, above July’s closing yield of 1.46%.  The Barclays U.S. Aggregate Bond Index 

fell (0.11%), but has added 5.86% year-to-date.  The Barclays U.S. Treasury Index lost (0.55%) during 

August, but is up 5.21% in 2016.  The Barclays Treasury 20+ Year Index dropped (0.94%), but has gained 

17.52% year-to-date.  The Barclays Corporate High Yield Index was positive for the month, up 2.09%, 

lifting its year-to-date return to 14.35%. 

 

While August was a calm month for global equity markets, factors such as a possible rate increase in the 

U.S., weak corporate earnings in Europe, and the upcoming presidential election continue to create 

uncertainty.  The Federal Reserve’s September meeting may provide the next major clue on the direction of 

markets.       


