
Yearly Market Review

Forward Focus

Last year was a stellar year in the stock market.  After rebounding from December 
2018’s selloff, the S&P 500 recorded its best quarterly gain in 10 years in the first quar-
ter.  After a sharp pullback in May, the S&P 500 hit all-time highs in June and posted 
its best first half in 22 years. Stocks dipped again in August on trade war worries, but 
rebounded in September.  Fueled by 3 Fed rate cuts, a Phase One trade deal with Chi-
na, solid gains from Technology, and continued wage growth, the rally kicked into

Here is a summary list of events that occurred during the year: Partial U.S. Government Shutdown • 
Polar Vortex • “Yellow Vest” protest in Paris • U.S./N. Korea Hanoi Summit • All Boeing 737 Max 8 airplanes 
grounded • Italy and Turkey in recession • College Admission Scam • New Zealand Mosque shootings • 
Bomb-Cyclone floods 1 million farmland acres in 9 states • Mueller investigation ends • Heartbeat bills signed 
• Notre Dame Cathedral fire • ISIS Easter Sunday massacre in Sri Lanka kills hundreds • Contested Ken-
tucky Derby Winner • Prince Harry and Duchess Meghan have first child • Hong Kong Protests • Iran shoots 
down U.S. drone • Best June since 1938 • First woman elected President of European Commission • National 
emergency in Philippines • Boris Johnson becomes U.K. Prime Minister • Mass shootings in El Paso, TX and 
Dayton, OH • Fires in Amazon Forest • U.S. national deficit estimated to hit $1 trillion • Hurricane Dorian 
decimates the Bahamas • U.S. imports to China decline 22% YOY • U.S. Yield Curve inversion • Venezue-
la amasses 150,000 troops on Columbian border • European Central Bank announces new QE • Saudi Oil 
Refinery attacks • Chinese industrial production at 17 year low • Federal Reserve adds over $200 Billion to 
stabilize Repo market • S&P 500 posts best first 3 quarters in 22 years • $15 trillion of negative yielding debt 
globally • Saddle ridge Fire in California • Eliud Kipchoge finishes marathon under 2 hours • GM strike ends 
• Congressman Elijah Cummings dies • ISIS leader Abu Bakr al-Baghdadi died in U.S. raid • Saudi Aramco 
goes public • Google buys Fitbit for $2.1 billion • November 4th - Iran Chairman announces Iran has doubled 
amount of advanced centrifuges allowable under JCPOA • President Trump Impeached • Former Nissan CEO 
Carlos Ghosn escapes Japan to avoid trial • U.S. Embassy attacked in Baghdad, Iraq • S&P 500 Forward P/E 
ratio at 18.2 • Fed cuts rates three times • Gold ends at $1,519/oz. • Crude oil ends at $61.06/bbl. • Dow Jones 
up 9 out of the past 10 years • “Phase One” China trade deal announced • S&P 500 best year since 2013 •

Full Year 2019

Dow Jones Industrial Average 22.3%  •  S&P 500 28.9%  •  MSCI EAFE (International) 22.0% 

Russell 2000 (Small Cap) 23.7%  •  MSCI EMI (Emerging) 18.2%   •  Barclays Capital Aggregate Bond 8.5%
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markets added $17.5 Trillion in market value, $550 billion of which came from Apple. The best performing sec-
tors were Technology & Communication Services and the worst performing sectors were Energy & Health Care.  

high gear in the 4th quarter 
and markets again hit all-
time highs.  

Solid gains were not just a 
U.S. story.  Latvia, Greece, 
and Russia topped the list 
of biggest market gainers. 

Stock markets in Italy and France posted their best 
annual returns in 20 years.  Overall, global stock



Multiple Expansion

Last year was an amazing year in the stock market. The Dow Jones Industrial Average gained 5,210 points, hit 22 
record closes, and ended the year less than half a percent from its all-time high.  The S&P 500 Index gained 700 
points to close at 3,230 and recorded its best year since 2013.  The stellar gains are undeniable and we celebrate 
each milestone and tick higher, but a proper perspective is always warranted in big moves - both up and down.  

A Proper Perspective on 2019’s Record Run

As you can see from the chart on the right,
the Dow Jones did climb 5,210 points. How-
ever, it was simply replacing the divot of 
2018’s fourth quarter drop.  In fact, it was not 
until November 2019 that the Dow markedly 
rose above those levels.  Although the Dow 
posted a 22% gain last year, it sits just 7% 
above where it was 15 months ago.  

Growth in corporate earnings were relatively 
non-existent last year. Huh? How can earn-
ings not grow and the S&P 500 gain 30%?  Stocks go up for two reasons.  Earnings Growth or Multiple Expan-
sion.  Most times companies grow their earnings and thus deserve a higher stock price.  However, sometimes 
people are willing to pay higher prices for stocks in anticipation that earnings will go up later, if the Fed is pro-
viding stimulus, or if interest rates are low and they are willing to pay more for a stock with a higher dividend.

According to Goldman Sachs, 92% of the S&P 500 returns last year were due to surging prices, not earnings.  
The P/E ratio = Price/Earnings Per Share. (Math reminder: When numerator gets bigger and denominator stays 
the same, the end number is larger).  Thus, the P/E ratio for the S&P 500 rose from 14.4 to 18.2 in 2019 because 
stock prices went up, but earnings didn’t grow.  Historically, the S&P 500 P/E ratio is around 16.3.  Therefore, we 
are a bit overvalued.  Forward anticipates earnings growth to return in 2020, but given the big run up in prices 
and valuations last year, we do not expect a significant gain in the overall market in 2020. 

The bar chart on the right shows the various 
sectors of the economy.  What is noteworthy 
is that 9 of the 11 sectors ‘underperformed’ 
the S&P 500 index last year. 

Technology was the standout, accounting 
for over 10% of the S&P 500’s 31% gain.  

So “beating the market” last year meant 
you loaded up on technology and avoided 
almost everything else.  Not a good strategy.  

Warren Buffett’s Big Underperformance
Warren Buffett’s Berkshire Hathaway significantly underper-
formed the market in 2019, its worst underperformance in a de-
cade. Sitting on $128 billion in cash and avoiding big purchases, 
Buffett’s return was 60% LESS than the overall market. Wow!  

If your account was up 12% or more in 2019, you beat the great-
est investor of all time. Congratulations! 

Sector Performance


