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Term of the Month:  Lame-Duck Congress 
 
A lame–duck Congress takes place after elections when defeated, retiring lawmakers sit 
alongside their reelected colleagues until the inauguration in January.  

 
 
  

1600 Tysons Boulevard   Suite 800   McLean, VA 22102   | P 703 534 4444   | F 703 485 0561 



 
 

 
 

 

 
D
Pi

 

Hea
bett
The
two
day
com
nea
mar
dur

The
hod
Ma
pric
mon
YT
star
non
side
surp
in m
com
revi
disa
belo
also
sect
the 
REI
the 
a 3.

Del
rece
Stan
outp
6.4%
com
outp
the 

 

omestic E
ick a Card

adline US indic
ter than expect
e S&P’s +7% m
o +2% days dur
ys with returns 
mplain about in
arly identical bl
rket capitalizat
ring the month.

e story was slig
dgepodge of cy
aterials led the w
ces. Agricultur
nth (soybeans 
D losses. Indu
rt to the earning
ndefense capita
e, telecom and 
prises, as rallie
more cyclical s
ming in more th
ised 2011 estim
appointing figu
ow analyst esti
o weak (3.8% b
tor remains its 
search for yiel
ITs (4.6% yiel
yield paid by a

.9% yield whic

lving deeper in
ent months rev
nley, companie
performed thos
% during the m

mpanies with le
paced earnings
exporters. The

Equities: 
d, Any Ca

ces rose in con
ted earnings fro
mark was the 5
ring the month
exceeding 2%

ncreased correl
lue bars on the
tion provided l
.  

ghtly different 
yclical and non
way with the h

ral commoditie
+11%, corn +8

ustrials were a c
gs season by A
al goods orders
utility stocks w

es of such magn
sectors. Telecom
han 9% above 
mates. Utilities
ures and are the
imates (-13.7%
below expectat
relatively high

ld has resulted 
d) and MLPs (
aforementione
ch is well abov

nto performanc
versed course in
es with a large 
se with no fore

month). This oc
ess than 20% o
s expectations b
e shift in perfor

  
ard 

ncert last month
om a broad ran
5th strongest Jul
h. YTD, there h
. Although inv
lation in positiv
e nearby chart s
ittle in terms o

from a sector s
n-cyclicals outp
help of rebound
es in particular 
8.9), recovering
close second, b

Alcoa, and upw
s data. From th
were the bigge
nitude tend to 
m benefited fro
expectations, a

s, on the other h
e only sector re

%). Utilities top
tions). The big
h dividend yiel
in the relative 

(7.0% yield). A
d REITs and M

ve the S&P’s 2.

ce attribution, s
n July. Accord
percentage of 

eign exposure (
ccurred despite
of their sales co
by 15.4% com
rmance could b

h with the help
nge of compani
ly ever, abetted
have been seve
vestors often do
ve markets, the
show that style
of diversificatio

standpoint as a
performed. 
ding commodit
had a strong 
g most of their

buoyed by a str
wardly revised 

e non-cyclical 
st positive 
occur most oft
om Q2 earning
as well as upwa
hand, have rep
eporting earnin

p-line revenues
g positive for th
ld. So far this y
outperformanc

Although lower
MLPs, utilities 
.2% yield.  

several trends f
ding to Morgan
f sales overseas
(9.5% compare
e the fact that 
oming from abr

mpared to 8.6% 
be attributed to

p of 
ies. 
d by 
en 
o not 
e 
e and 
on 

a 

ty 

r 
rong 

ten 
gs 
ardly 
orted 

ngs 
 were 

he 
year 
ce of 
r than 
offer 

from 
n 
s 
ed to 

road 
for 

o two 

ECON
MONTH 

w

NOMIC R
 ENDING Ju

www.glassma

EPORT 
uly 2010 

nwealth.comm 



 
 

 
 

 

fact
ver

The
mon
A+ 
resu
21%
man
ove

A tr
mar
mis
surp
Bes
pos
day
the 
“no
tim
and
qua
hor

Loo
S&
hea
bee
rele
earn
Q2 
of c
rem

 

Sou

 

 

 

 

 

 

tors: the Europ
sus the USD g

e other notable
nth, outperform
rated compani

ulted in a tough
% of active mu
nagers, on the 
erhaul bill) and

rend that rema
rket’s reaction 
sses were punis
prises were rew
spoke exemplif
sitive and negat
ys (this dynami

data from day
ormal” dynamic

ming market mo
d is just one of 
ality-biased ma
rizons.  

oking ahead to 
P’s market cap

adlines should d
en one of above
eases (earnings
nings reduced 
earnings seaso

companies hav
main in the earn

urces: Deutsche 

pean bank stres
oing forward, 

 trend reversal
ming the highe
ies (+11.8% vs
h month for ac

utual-funds outp
other hand, ma

d energy (BP sp

ined intact dur
to earnings rep

shed more than
warded. The ne
fies the large d
tive announcem
ic also holds tru
-of to 3 days a
c elucidates the

ovements based
the reasons wh

anagers with lo

August, with l
p left to report,
dissipate. The 
e-expectation e
s 5.5% above, s
by -9.5%), ma

on follows a sim
ve yet to report.
nings announce

Bank, S&P, M

ss tests results (
large cap multi

 was that of qu
st ROE stocks 
s. +6.0%). This
tive equity ma
performing the
anaged to outp
pill cap and cha

ring July was th
ports – earning
n earnings 
earby chart from
disparity betwe
ments on repor
ue if one expan
fter). This 
e difficulty of 
d upon earning
hy we employ 
ong investment 

less than 30% 
 earnings 
trend thus far h

earnings and re
second highest

aterials (-7.5%)
milar path, add
. Of the other n
ement queue.  

Morgan Stanley, 

(only 7 of 91 fa
inationals shou

uality outperfor
by a wide mar

s, in conjunctio
anagers. Small 
e Russell 2000 
erform, aided b
ange in CEO), 

he 
gs 

m 
en 
rting 
nds 

gs, 

of 

has 
evenue 
t since 1992; re
) and utilities (-
ditional downw
negatively-revi

Bespoke, Morn

Sour

failed), and the 
uld benefit. 

rmance. The lo
rgin (+11.5% v
on with rising c
cap managers 
Value, Core an
by higher volat
two of the larg

evenues 1% ab
-2.8%) have be

ward revisions w
ised sectors, on

ningstar 

rce: Bespoke

USD decline. 

owest ROE sto
vs. +5.5%). C-r
correlation and
faced the stiffe
nd Growth ind
tility from fina
gest sectors in 

ove), and lowe
een the most pu
will most likely
nly 15% of mat

ECON
MONTH 

w

If the Euro ma

cks regained th
rated companie
d falling volatil
est challenge, w
dices, respectiv
ancials (Europe
the index.  

ered 2011 estim
unished by ana
y come from u
terials and 30%

NOMIC R
 ENDING Ju

www.glassma

aintains its curr

he upper hand 
es also rebound
lity (VIX fell to
with only 34%,
ely. Large cap 
e stress tests, fi

mates. Energy (
alysts. If the rem
utilities, as mor
% of energy com

EPORT 
uly 2010 

nwealth.com

rent level 

during the 
ded, besting 
o 24), 
, 39% and 
value 

inancial 

(2011 
mainder of 
re than 60% 
mpanies 

m 



 
 

 
 

 

In
Ju

 

Q3 
eve
App
corp
bea
lose
Gre
sho
firs
lagg
per
up 9
US)
July

Sin
Ma
to u
resu
elim
ban
con
abo
stre
them
true
ban
per
equ
fina

Dev
fini
MS
per
Asi
be t
dec
mon
imp
mor

 

nternatio
uly 

started off in a
ery ACWI coun
parently comfo
porate earning

aten up areas of
ers rebounded 
eece (+30.7%) 
owed utter disin
t half leaders l
ging the broad 
formed admira
9.5% and the b
) slightly behin
y (S&P 500 up

nce the apex of 
arch, investors h
uncertainty surr
ults of the bank
minated some o
nks were inadeq
nfidence in the 
out the efficacy
ess test results e
mselves, and a
e liabilities (i.e
nks have to bad
ceived resoluti

uity markets, pa
ancials (up 19.6

veloped Europ
ishing up 11.7%
SCI index incep
formance amon
ia ex-Japan, Jap
taken into acco

clines and appr
nth; in local te
pressive 5.9%. 
re on fundame

nal Equit

a strong way fo
ntry except Isra
orted by bank s
s in Europe, in
f the market. S
strongly, inclu
and Spain (+2

nterest in 2010
ike Japan (+3.6
markets. Over

ably, with deve
broader all coun
nd at 9.1%. Bo
p 7.0%), though

the European 
have largely be
rounding Euro
k stress tests on
of that headwin
quately capital
region’s finan

y of the test). M
eliminated unc

also provided m
e. how much of
d sovereign deb
ion to these str
articularly for t
6% in July). 

e as a whole re
%,  its second b
ption in 1970. T
ng major regio
pan, and broad
ount, however, 
eciated 6.7% a
rms, the MSCI
The MSCI Eu
ntals in July, a

ies: Rebo

or international
ael posting a po
stress test resul
nvestors flocked
ome of the big

uding top perfo
2.1%); conver
’s strongest ma
6%) and India 
rall, internation
eloped equities 
ntry index (MS

oth outperforme
h they continue

sovereign debt
een in a holdin

ope’s banking s
n July 23rd, ho
nd; news that o
lized helped sta
cial system (de

More than anyth
certainty aroun
more clarity aro
ff-balance shee
bt). Whether go
ess tests has be
the much malig

ebounded stron
best July return
This was the st

ons, outperform
d EM. Currency

as the euro rev
against the US 
I Europe index

urope index app
as lower P/B an

ound in 

l equities, with
ositive return.
lts and strong 
d to the most 

ggest first half 
rming markets
sely, investors 
arkets, with 
(+0.7%) 

nal equities 
(MSCI EAFE

SCI ACWI ex-
ed the US in 
e to lag YTD. 

t crisis in 
ng pattern due 
sector. The 
owever, 
only 7 of 91 
abilize investor
espite question
hing, July’s 
d the tests 

ound the banks
et exposure the
ood or bad, the
een good for 
gned European

ngly in July, 
n since the 
trongest 

ming the US, 
y effects must 
versed its recen
dollar over the

x returned a les
peared to trade 
nd lower P/E 

h 

s 

E) 
-

r 
ns 

s’ 
e 
e 

n 

nt 
e 
s 

ECON
MONTH 

w

NOMIC R
 ENDING Ju

www.glassma

EPORT 
uly 2010 

nwealth.comm 



 
 

 
 

 

outp
che
dou
stre
dur
regi
con
sale
sign
spe
mon
Eur
yea
exp
9.2%
that
still
disc
ind

Ris
cou
Con
per
loca
dev
in J
neg
exp
dom
from
com
16%
+13
less
the 
con
fisc

For
dev
in E
rem
inv
latte

 

performed mor
eap stocks in th
uble-digit posit
ess test results, 
ring the month 
ion. At month’

nsensus earning
es surprises as 
n that underlyin
aking, a numb
nth, including 
ropean econom
ars, and the PM
pectations. Add
% in May, wel
t the country’s 
l appears to be 
count and 12%
ex.  

k-hungry inves
untry’s MSCI in
ntinued yen str
formance, as th
al terms. YTD,

veloped market
July was genera
gative YoY and
pected, includin
mestic corporat
m abroad, how
mparison: YoY
%) while growt
30%. Despite p
s attractive on a
country (due t

nfidence in the 
cal and econom

r the first time 
veloped on a m
Europe). YTD,

mains far ahead
estor preferenc
er outperforme

re expensively
he Club Med co
tive returns in U
strong econom
also helped to 

’s end, 62% of 
gs expectations
opposed to ma
ng demand rem
er of indicators
a rising IFO B

mic sentiment re
MI Manufacturi
ditionally, Germ
ll above the con
core economic
 attractively va

% trailing P/E d

stors largely ig
ndex lagged ot
rength against t
he index posted
, Japan remain
ts in US dollar 
ally disappoint
d various manu
ng private mac
te spending). D

wever, (particul
Y, growth in ord

th in overseas o
pockets of stren
a macro level. 
to a split legisla
government’s 

mic problems.  

since January, 
monthly basis (l

 however, the 
d (+1.9% vs -4.
ce shift from A
ed the former b

y valued stocks
ountries, as eac
US dollar term
mic data and co

improve confi
f companies in 
s, with most be
argin surprises 
mains resilient.
s were positive

Business Confid
eaching the hig
ng index expan
many reported 
nsensus 4% an
c driver remain
alued, as it trad
iscount to the r

gnored Japan in
ther regions wi
the US dollar a
d a more muted

ns a leader amo
terms. Econom

ting, as core in
ufacturing data 
hinery orders (

Demand for ind
arly Asia) rem
ders for the pri
orders was an a
ngth, Japan’s p
Ongoing politi
ature) is servin
ability to comb

emerging mar
argely due to c
emerging mark
7% for EAFE)

Asia to Latin Am
by more than 6

. This included
ch country post

ms. Outside of th
orporate earnin
idence in the 
had beaten 

eing driven by 
– an encourag

. Economically
e during the 
dence index, 
ghest level in tw
nding faster tha
that exports ro

nd an indication
ns strong. Euro
des at a 14% P/
rest of the ACW

n July, as the 
ith a 3.6% retu
aided 
d 1.6% return i
ng major 

mic data releas
nflation remaine

was weaker th
(a key indicato
dustrial machin

mained strong b
ivate sector wa
astounding 

prospects seem 
ical uncertainty

ng to undermin
bat the country

rkets lagged 
currency tailwi
kets index 
). July saw 
merica, as the 
%. Smaller As

d 
ted 
he 

ngs 

ing 
y 

wo 
an 

ose 
n 
ope 
/B 
WI 

urn. 

in 

ed 
ed 
han 
or of 
nery 
y 

as (-

y in 
ne 
y’s 

inds 

sian 

ECON
MONTH 

w

NOMIC R
 ENDING Ju

www.glassma

EPORT 
uly 2010 

nwealth.comm 



 
 

 
 

ECONOMIC REPORT 
MONTH ENDING July 2010 

 www.glassmanwealth.com 

countries like Indonesia (+6.3%), Thailand (+6.1%), Malaysia (+5.6%), and the Philippines (+2.9%), global equity leaders during 
the first half of 2010, all finished among the bottom third of the ACWI index during the month. Latin America, meanwhile, was 
bolstered by double digit returns from Columbia (+13.2%), Chile (+12.1%), and its biggest component, Brazil (+13.7%). Brazil is 
bouncing off very sluggish performance thus far in 2010, and remains a negative (-3.7%) returner YTD. Though July’s 
commodity strength was certainly a tailwind for the country’s equity markets, Brazil’s top performing sectors were financials and 
consumer discretionary, an indication that investors are increasingly more interested in domestic, consumer-facing companies 
(which ultimately will be positive for the country’s equity markets as it transitions away from being more commodity-centric). At 
10.2x forward P/E, Brazil is actually trading below Europe’s valuation and is cheaper than the U.S. on a P/B basis. 

China reverted to laggard status in July, finishing among the bottom five ACWI countries at 4.4%. Investor concerns surrounding 
the country’s apparent cyclical slowdown continued, and were amplified by various economic data released in July. China’s 
manufacturing PMI fell for the third consecutive month, and now sits just barely in expansionary territory at 51.2. Real GDP 
growth also slowed in the second quarter, falling to 7.2% QoQ from 10.8% in Q1. The health of Chinese banks is also coming into 
question following the country’s explosive credit growth over the last 18 months. While the government successfully reined in 
new loan creation this year, the massive amount of liquidity pumped into the system ($1.4 trillion in 2009) has created a potential 
property bubble that has left banks vulnerable. Chinese regulators are ordering “worst-scenario” stress testing of the nation’s 
largest banks, assuming 60% home price declines instead of previous requests for 30%. The severity of the stress testing 
underscores the government’s concern about the rising risk of delinquency. China is currently trading at well over 2x P/B and at a 
higher P/E than most other countries. Those valuations seem less than warranted as 12 month forward earnings growth estimates 
are 28.7%, lower than both the ACWI ex-US index (37.7%) and MSCI Emerging Markets index (50.9%).  

The broad international large cap indices outperformed SMID cap indices in July, which is a reversal from trends seen in the first 
half of the year. YTD, however, SMID remains well ahead. International markets also saw a reversal in sector leadership, as 
cyclicals returned to the forefront after struggling through most of the first half of the year. As mentioned above, financials were 
particularly strong in July, posting double digit returns on the heels of renewed confidence in the global banking sector.  

Overall, investors are digesting a huge amount of information about sovereign debt, GDP growth, and earnings growth. Some of 
the encouraging data may seem counterintuitive as many global strategists are vocal in their skepticism on the recovery. For long 
term investors, much of the data and chatter is short term noise. The best course of action is to stick with the “right” active 
managers and dollar cost average into global equities. The “right managers” are those with fewer constraints (e.g. global and all 
cap), and a balance of inexpensive cyclicals and quality growth stocks. 

 

Sources: Morgan Stanley, J.P. Morgan, MSCI Barra, Bloomberg, Economic and Social Research Institute-Japan 
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convincing. Furthermore the deflation/inflation ‘pendulum’ has swung back towards the deflation camp. Finally, as investors step 
away from their desks for a summer break, it seems the Treasury market has set in for a period of low volatility; the Merrill Lynch 
MOVE index, which captures volatility of 1-month Treasury options on 2, 5, 10 and 30 year Treasuries, hit seasonal lows similar 
to what was exhibited the last several summers (with the exception of 2009). Together, these points suggest the current range for 
Treasury yields could remain in place for the near future - to quantify the 10 year treasury closed the month at 2.9%. 

Municipal Market: July is typically a busy month for muni investors as redemptions and coupon payments hit seasonal 
highs, forcing retail and institutional investors to search for reinvestment opportunities in the market. By itself, this trend would 
usually be enough to generate a solid rally, or at the very least keep performance on the positive side of the ledger. However, July 
2010 performance received an additional boost as the muni market entered the month a bit off kilter – at the end of June, 
valuations relative to Treasuries were at low levels (bonds were cheap on a % of Treasury basis) and as such, the muni market 
would have likely rallied regardless of the season. The combined effects resulted in strong performance as the Barclay’s 1-10 year 
index generated 1.25% in July - the best monthly performance in 2010.  

Corporate Market: The strength of June’s performance in the corporate bond market carried through to July with the broad 
sectors of the market posting positive performance. The option-adjusted spread of both the high-yield and investment-grade 
markets fell in the month with both returning to levels last seen in early May. In retrospect, this is not surprising; the mix of steady 
Q2 earnings results, stable Treasury markets and mix of less than positive economic data were all supportive of the corporate bond 
markets. The net result was solid monthly performance as the Barclays Investment Grade Index produced nearly 2% and the High 
Yield Index generated 3.6%. The leveraged loan markets lagged a bit but still posted a positive 1.6% for the month.  

The markets themselves are again showing signs of solid health as issuance stepped up as the month closed. Investment and 
speculative grade issuers issued $13 billion and $4.8 billion respectively in the final week of July and the market was very 
receptive of these new deals.  

 

Sources: Barclay’s, Bloomberg, Morgan Stanley, Municipal Market Advisors and Wall Street Journal 
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MONTHLY PERFORMANCE REPORT
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1 month 3 months YTD 12 months 1 month 3 months YTD 12 months

Large Cap Fixed Income
S&P 500 7.01 (6.69) (0.11) 13.84 BarCap 5 Yr Muni 1.50 2.52 4.00 6.50
DJIA 7.23 (4.27) 1.87 17.28 BarCap HY Muni 1.36 2.88 8.75 22.76
Russell 1000 6.95 (7.01) 0.11 14.51 BarCap 1-10 Muni 1.20 2.16 3.69 5.74
Russell 1000 Value 6.77 (7.52) 1.30 15.39 BarCap US Treasury 1-3 mo. 0.01 0.04 0.07 0.12
Russell 1000 Growth 7.13 (6.49) (1.06) 13.65 BarCap 1-3 Yr. Gov't 0.27 1.17 2.16 2.91

BarCap Int Gov't/Credit 1.09 3.20 5.70 7.99
Small/Mid Cap BarCap High Yield Corp. 3.56 1.08 8.23 23.74
Russell  2000 6.87 (8.89) 4.79 18.43 Citigroup High-Yield 3.42 1.23 7.68 22.44
Russell  2000 Value 7.14 (10.48) 5.38 20.11 ML US High Yield BB/B Rated 3.36 1.77 8.05 20.19
Russell  2000 Growth 6.61 (7.12) 4.15 16.71 BarCap US Agg Securitized MBS 0.86 3.13 5.35 7.52
Russell Microcap 5.70 (11.20) 5.83 15.92 JPM EMBI+ Composite 4.38 5.18 9.71 19.30
Russell Midcap 7.19 (6.90) 4.98 23.21
Russell Midcap Value 7.45 (7.02) 6.50 26.14
Russell Midcap Growth 6.88 (6.78) 3.34 20.17

International Markets
MSCI EAFE 9.49 (3.90) (4.67) 6.72
MSCI ACWI ex. US 9.06 (3.53) (2.72) 10.12
MSCI Europe 11.66 (2.39) (6.55) 7.42
MSCI Japan 3.56 (6.72) 0.82 0.19 Currency
MSCI AC Asia Pacific Ex - Japan 7.46 (3.35) 0.01 16.08 U.S. Dollar Index Value 81.54 81.87 77.86 79.29
MSCI EAFE SMID 9.08 (4.34) (0.15) 11.42 USD vs. Yen 86.47 93.85 93.02 95.56
MSCI ACWI ex. US SMID 8.72 (3.58) 1.47 16.50 Euro vs. USD 1.31 1.33 1.43 1.41
MSCI Emerging Mkts 8.40 (1.80) 1.85 20.24
MSCI EMEA 12.79 (2.16) 3.94 24.80 Commodities
MSCI Latin America 11.92 (1.11) 0.20 29.02 Gold ($ per troy ounce) 1181.00 1179.20 1096.95 934.40
MSCI Frontier Markets 5.89 (4.42) 6.58 4.84 Crude Oil ($ per barrel) 78.95 86.15 79.36 66.94

Sectors (S&P 500 GICS)
Consumer Discretionary 7.82 (9.45) 6.11 26.14
Consumer Staples 6.05 (1.22) 3.09 13.34
Energy 8.08 (9.71) (5.11) 5.68
Financials 6.67 (8.78) 2.75 14.55
Healthcare 1.35 (7.04) (7.56) 4.30
Industrials 10.35 (7.09) 9.42 28.68
Information Technology 7.19 (7.59) (4.14) 13.72
Materials 12.34 (5.31) (2.12) 12.68
Telecom Services 9.38 4.87 0.23 8.23
Utilities 7.56 0.88 (0.12) 9.47
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All data represents total returns, where applicable.  Information contained in this report is from sources deemed to be reliable.  We cannot guarantee the accuracy or completeness of such 
information and we assume no liability for damages resulting from or arising out of the use of such information. Further, please note that past performance is not indicative of future results.
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This report is for illustrative purposes only. Past performance is not indicative of future results. The information contained in this 
report has been gathered from sources we believe to be reliable, but we do not guarantee the accuracy or completeness of such 
information, and we assume no liability for damages resulting from or arising out of the use of such information. The performance 
numbers displayed herein may have been adversely or favorably impacted by events and economic conditions that will not prevail 
in the future. The indices discussed are unmanaged and do not incur management fees, transaction costs or other expenses 
associated with investable products. It is not possible to directly invest in an index. 

This newsletter contains general information that is not suitable for everyone. The information contained herein should not be 
construed as personalized investment advice. Past performance is no guarantee of future results. This commentary was prepared 
by a third-party provider which Glassman Wealth Services, LLC (“GWS”) deems to be reliable. However, GWS makes no 
representation or warranty that the information is accurate or timely. Investing in the stock market involves gains and losses and 
may not be suitable for all investors. Information presented herein is subject to change without notice and should not be 
considered as a solicitation to buy or sell any security. GWS is an SEC registered investment adviser with its principal place of 
business in the Commonwealth of Virginia. GWS and its representatives are in compliance with the current registration and notice 
filing requirements imposed upon registered investment advisers by those states in which GWS maintains clients. GWS may only 
transact business in those states in which it is registered /notice filed, or qualifies for an exemption or exclusion from registration 
/notice filing requirements. For information pertaining to the registration status of GWS, please contact GWS or refer to the 
Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional information about GWS, including fees 
and services, send for our disclosure statement as set forth on Form ADV from GWS using the contact information herein. Please 
read the disclosure statement carefully before you invest or send money. 

 


