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Stocks Turn in Best Quarter in 10 Years 
 
Global markets ended the first quarter of 2019 with very 
positive returns and domestically, the DJIA, S&P 500, 
Russell 2000 and NASDAQ all rewarded investors with 
double digit gains. The S&P 500 recorded its strongest 
quarterly performance in a decade, rising over 13% and 
leaving the index 3% off its all-time high. NASDAQ did not 
perform as well as the DJIA or S&P 500 on the final week of 
the quarter, but its 16.5% gain for the first quarter was 
nothing shy of remarkable. 

There were a lot of positive developments on the quarter, 
but the ones that seemed to dominate headlines throughout 
and contribute to the market’s positive moves were the 
Federal Reserve’s change with respect to rate hikes, mostly 
positive economic data points, solid corporate earnings 
results and guarded optimism that a trade war with China 
will be averted. 
 
This is the best three-month start to a year in a decade and 
we are closing in on unchartered territory as far as bull 
markets go. For perspective, consider that since 1975 there 
have been 20 quarters with gains of 10% or more. And 
glass-always-full optimists will tell you that over the year 
following those quarters, the stock market was up 80% of 
the time, with an average return of 11.8%.  

But as always, past performance is no guarantee of future 
results. 

 

 

 

 

 

 
 

 

Index Returns 1Q2019 

DJIA 11.2% 

S&P 500 13.1% 

NASDAQ 16.5% 

RUSSELL 2000 14.2% 

MSCI Europe 10.0% 

MSCI EAFE 8.5% 

MSCI Far East 6.9% 

Returns reflect percentage price change, not total return as on HFM 
market charts. This chart is for illustrative purposes only and does not 
represent the performance of any specific security. Past performance 
cannot guarantee future results 
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Sector Performance 
 
For the quarter, all 11 S&P 500 sectors were painted 
green, with 7 of 11 in double-digits, pointing to broad-
based market growth. Information Technology, Industrials 
and Real Estate were the best performers while Health 
Care and Financials struggled.  

Only Materials and Financials were painted red for the 1-
year period ended March 31st.  

 

The Fed Signaled No More 2019 Hikes 

In mid-March, the Federal Reserve decided to leave the 
fed funds rate unchanged at 2.25-2.50%. While this was 
widely expected, the Fed also surprised some with its 
signal that it does not expect any more rate hikes for the 
rest of 2019, which was different from just a few months 
ago this past December when they signaled two 2019 
rate hikes. The Fed also mentioned that it would end its 
balance sheet selloff by September 30th.  

News of the Fed’s decision pushed the 10-year yields to 
2.44%, which was their lowest level of 2019 by a healthy 
amount, until they dropped further to end the quarter. But 
it also pushed the difference between 3-month Treasuries 
and 10-year Treasuries to briefly invert. 

In fixed-income markets, interest rates continued to trend 
south, mostly due to the Fed’s pivot towards no more rate 
hikes in 2019:  

 The 2-yr yield and the 10-yr yield both declined 
on the last week of the quarter, ending at 2.27% 
and 2.41%, respectively 

 For the month of March, the 2-yr yield has 
dropped 23 basis points, while the 10-yr yield has 
dropped 30 basis points  

The 10-year U.S. Treasury – the benchmark used to 
decide mortgage rates and the most liquid and widely 
traded bond in the world – steadily declined for most of 
the quarter and has declined consistently since 
November 2018, when it stood at 3.24%, until it 
eventually came to rest at 2.41% to end the first quarter 
of 2019. 

 
 

 

It’s the Economy 

The latest reading on GDP was released toward the 
end of the quarter and the numbers from the U.S. 
Bureau of Economic Analysis showed that the U.S. 
economy expanded at a 2.2% pace in the final 
quarter of 2018, bringing U.S. GDP growth to 2.9% 
for all of 2018. While just short of that magical 3% 
number, it was the strongest growth since 2005 
(technically tied with 2015). But glass-half-empty 
economists are quick to point out that GDP growth is 
slowing, as the second quarter of 2018 clocked in at 
4.2% and the third quarter 2018 came in at 3.4%. 

 

 

Sectors 1Q2019 1-Year

Energy  15.42 % 0.34%

Consumer Discretionary 15.32% 13.27%

Information Technology 19.37% 16.27%

Real Estate 16.64% 16.70%

Utilities 9.88% 15.83%

Healthcare 6.2%  13.57%

Materials 9.68% -0.71%

Consumer Staples 11.16% 7.79%

Financials 7.90% -5.43%

Industrials 16.64% 2.71%

   

S&P 500 13.1% 9.40%

Returns reflect percentage price change, not total return as on HFM 
market sector charts. This chart is for illustrative purposes only and does 
not represent the performance of any specific security. Past performance 
cannot guarantee future results. Source: Standard and Poor’s 
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The Price of Gas Kept Inflation in Check 

In March 2019, gasoline sold nationwide for $2.54 per 
gallon, which was 23 cents more expensive than the last 
month. But a year ago, the average price of gas was 
exactly the same.  

Partly because of this, the 12-month Consumer Price 
Index numbers only rose 1.5%. But dive into the numbers 
further and examine the 12-month numbers for the major 
categories of the Consumer Price Index and here is what 
you will see: 
 

 Overall, CPI is up 1.5% 

 Food is up 2% 

 Energy is down 5% 

 All categories, less food and energy, are up 2.1% 

 

 

The Bull Market Turned 10 

The current bull market celebrated its 10th birthday this 
quarter and equity investors got all the gifts: very hefty 
gains. With stocks rising to fresh 2019 highs, the markets 
now sit less than 3% below their all-time highs, with the 
S&P 500 delivering returns north of 400% over the past 
10 years. 

 

 

 

Here are some perspectives on the last decade: 

 After falling close to 60% during the financial 
crisis, the bull market rose 37% in the first two 
months and 69% in its first year.  

 Its best calendar year was 2013 when it gained 
32.4%, followed by 2009 (+26.5%) and 2017 
(+21.8%).  

 2018 was its worst year when the markets lost 
4.4%, breaking its streak of nine straight positive 
years. 

 This bull has grown by an average rate of 17.7% 
per year over the past decade, one of the best 
10-year stretches ever.   

 For perspective, the long-term average annual 
return of the stock market has been roughly 
10%.  

 This is the second-longest and third-strongest 
bull market since World War II.  

 The average bull market has lasted a little over 
1,700 days. The current one is approaching 
3,700 days, but is still almost 2 ½ years away 
from the 4,500-day bull market from 1987-2000. 

 

The first quarter of 2019 will be remembered as one 
investors would love to repeat. 

 

 

 


