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Large cap U.S. equities had their worst 
quarter in four years. Developed international 
equities did poorly, and emerging market 
equities had significant losses for the 
quarter. Bonds reversed their negative 
returns from the second quarter and posted 
positive total returns. The only sector of the 
S&P 500 that was positive was utilities, very 
telling as utilities are the most risk averse 
sector. 
 
Third quarter proved to be difficult as worries 
about the Fed, China, U.S. dollar strength 
and wider spreads in the high yield market 
caused headaches for investors. 
 
 

Third Quarter and Year-to-Date 
2015 Performance 

         

 
3rd Qtr. YTD 

  
 

S&P 500 -6.44% -5.29% 
Russell 2000 -11.92% -7.73% 
Barclays Agg. +1.23% +1.13% 
MSCI EAFE -10.23% -5.28% 
MSCI EM -17.90% -15.47% 

  
 

 
 
 

The markets like transparent Federal Reserve 
policy, but the Fed has been opaque. This year 
members of the Open Market Committee have 
regularly discussed the probability of when short-
term rates should be raised. Since many 
members have different opinions, the market ends 
up wondering what the Fed really is thinking. It 
has been easy to see the disconnect between 
what Federal Reserve members think regarding 
the path of interest rates and what the market 
thinks. Even today, there is a gap. Chair of the 
Federal Reserve, Janet Yellen, said this on 
September 17, 2015: “most participants continued 
to think that economic conditions will call for or 
make appropriate an increase in the federal funds 
rate by the end of the year”. There it is… a rate 
hike in the next ninety days. The market really 
doesn’t believe it though. The Federal Reserve 
has two mandates: full employment and stable 
inflation, which is now pegged at 2%. The 
employment box can be checked, but the inflation 
box can’t be checked yet. So even after Yellen’s 
comment, the market is doubtful. Who cares 
about a quarter point move in the funds rate? In 
one sense that is true; it’s not large enough to 
really matter. However, it is unquestionably a 
change in tone from the central bank. We are 
living in a period where central banks are Oz, 
behind the curtain. Central banks have been 
buying massive amounts of securities, enlarging 
their own balance sheets. They have become the 
central player in markets and a shift to a less 
accommodative position, even if the move is quite 
small, it is very noticeable. I think the Federal 
Reserve is interested in moving off of zero, and 
December is the most likely point to do so.   
 
The U.S. economy rolls on. Growth is not 
spectacular, but it is consistent. The bright spot is 
employment. The unemployment rate has 
declined, weekly unemployment claims have been 
below 300,000 for 30 weeks and small 
businesses report increasing difficulty in finding 
qualified candidates for job openings. This should 
lead to average hourly earnings trending higher, it 
just hasn’t happened yet. Consumer confidence 
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has improved alongside growth in employment, 
lower gasoline prices and modest inflation. In 
fact, one of the characteristics of this recovery 
is how remarkably low inflation has remained 
globally. Commodity prices have decreased 
almost 40% over the last year, keeping 
downward pressure on inflation. 
 
Growth globally is challenged. The 
Organization for Economic Cooperation and 
Development is made up of 34 nations 
representing the developed economies of the 
world.  Collectively, growth is 3%, but falling. 
Everyone is aware of the challenges in China. 
Growth in the world’s second largest economy 
has slowed. If not obvious with the official GDP 
release, it certainly is by watching the rapid 
easing moves they are making. Additionally, 
Japan still finds sustainable growth a 
challenge, despite a massive quantitative 
easing program.  
 
With all of these headwinds, it is easy to see 
why investors are cautious and nervous. In 
order for the equity markets to do appreciably 
better, global growth will need to accelerate, 
inflation to start moving higher and yield curves 
to turn more positive. 

 
Jim Huntzinger 
Chief Investment Officer 
BOK Financial Corporation 
October 1, 2015 
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Disclosures
 
The information provided in this was prepared by Jim Huntzinger, Chief Investment Officer of 
BOK Financial Corporation.  The information provided herein is intended to be informative and 
not intended to be advice relative to any investment or portfolio offered through BOK Financial 
Corporation (NASDAQ:BOKF). The views expressed in this commentary reflect the opinion of 
the author based on data available as of the date this report was written and is subject to 
change without notice.  This commentary is not a complete analysis of any sector, industry or 
security. Individual investors should consult with their financial advisor before implementing 
changes in their portfolio based on opinions expressed.  The information provided in this 
commentary is not a solicitation for the investment management services of any BOKF 
subsidiary.  
 
BOK Financial Corporation (BOKF) offers wealth management and trust services through 
various affiliate companies and non-bank subsidiaries including advisory services offered by 
BOKF, NA (and its banking divisions Bank of Oklahoma, Bank of Texas, Bank of Albuquerque, 
Bank of Arkansas, Bank of Arizona, Colorado State Bank and Trust, and Bank of Kansas City) 
and its subsidiaries MBM Advisors and Cavanal Hill Investment Management, Inc. each an SEC 
registered investment adviser. BOKF offers additional investment services and products through 
its subsidiary BOSC, Inc., a broker/dealer, member FINRA/SIPC, and an SEC registered 
investment adviser and The Milestone Group, also an SEC registered investment adviser.  
 
Investments are not insured by the FDIC and are not guaranteed by BOKF, NA or any of 
its affiliates. Investments are subject to risks, including the possible loss of the principal 
amount invested.  
 
This report may not be reproduced, redistributed, retransmitted or disclosed, or referred to in 
any publication, in whole or in part, or in any form or manner, without the express written 
consent of BOKF. Any unauthorized use or disclosure is prohibited. Receipt and review of this 
research report constitutes your agreement not to redistribute, retransmit, or disclose to others 
the contents, opinions, conclusion, or information contained in this report. 
 


