August 28, 2019

Market Volatility Update
Global equity markets have sold-off in August, triggered by a surprise tariff announcement by
President Trump and disappointing economic data. The MSCI ACWI index has fallen 4% for the
month through August 26 and 5% from its July 2019 high. Interest rates have plunged, which has
led to strong returns for bonds. The Bloomberg Barclays Aggregate Bond index has risen 2.3% in
August.

What Happened?
On August 1, President Trump announced that he intended to place a 10% tariff on a further $300
billion of Chinese imports on September 1. China’s retaliation was swift, ordering state-controlled
entities to suspend purchases of US agricultural products. In addition, China allowed the renminbi
to depreciate against the dollar, a move seen by many as preparedness on the part of China to
“weaponize” the exchange rate. The US Treasury responded by formally designating China a
currency manipulator. While the label is mostly symbolic, it was a further sign of the deterioration
in US/Chinese relations. Since then, the US administration has delayed some of the tariffs until
mid-December and has scheduled new talks with China, although this provided only limited relief
to markets.
The latest trade escalation has added to nervousness over the economic outlook. Trade
uncertainty has contributed to the slump in business investment in 2019. And it has come at an
inopportune time as global growth is undergoing a cyclical slow down. Manufacturing purchasing
manager’s indices are in contractionary territory in much of the world. Growth in China still shows
no evidence of turning up.
Bond yields have reacted by moving sharply lower. The US bond market has priced three
additional rate cuts by the Fed in 2019, which would take the target rate down to a range of 1.25%
to 1.50%. The US 10y Treasury fell towards 1.5%, a level last seen in mid-2016. On August 14,
the closely watched US 10y-2y spread, a historical indicator of recessions, inverted for the first
time since the lead-up to the financial crisis.

Implications for Investors
Mercer does not advise any urgent actions for investors. Following a 17% rebound in global
equities in the first half of the year, a 6% drawdown is not surprising in consideration of downside
trade, economic and earnings surprises over the past month. We have noted in the past that late
cycle environments tend to produce bouts of equity volatility. This is the sixth 5% or worse
drawdown in equities over the past four years. Equities have gone on to fall more than 10% in four
of these, so it wouldn’t be surprising to see further downside over the short-term.
Mercer will continue to watch for signs that the economic outlook is turning more negative. We will
also be on the watch for opportunities should the market sell-off more significantly in the coming
weeks and months.
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Important Notices
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2019 Mercer LLC. All rights reserved.
The views expressed in this report are those of Mercer as of November 26, 2018. Any such views
are subject to change at any time and may not reflect Mercer’s views on the date that this report
was first published or anytime thereafter. These views are intended to assist participants in
understanding their investments, do not constitute investment advice, and are not intended to
predict the performance of any investment.
This contains confidential and proprietary information of Mercer and is intended for the exclusive
use of the parties to whom it was provided by Mercer. Its content may not be modified, sold or
otherwise provided, in whole or in part, to any other person or entity without Mercer's prior written
permission.
No investment decision should be made based on this information without first obtaining
appropriate professional legal, tax and accounting advice and considering your circumstances.
Investing involves risk. The value of your investment will fluctuate over time and you may gain or
lose money.
Mercer Investment Management, Inc. and Mercer Investment Consulting LLC are federally
registered investment advisers under the Investment Advisers Act of 1940, as amended.
Registration as an investment adviser does not imply a certain level of skill or training. Mercer’s
Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance Department,
Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63101.
You should consider the investment objectives, risks, charges and expenses of the
investment options carefully before investing. All units of the collective investment funds
offered by MTC are exempt from registration under the Securities Act of 1933, and the
funds are exempt from regulation under the Investment Company Act of 1940. The units are
not insured by the Federal Deposit Insurance Corporation, are not deposits or other
obligations of, and are not guaranteed by MTC or any of its affiliates. An investment in
units of the funds involves investment risks, including possible loss of principal invested.
Please see the ABA Retirement Funds Program Annual Disclosure Document for American
Bar Association Members/MTC Collective Trust (“Disclosure Document”) for more
information, which is available upon request at any time by contacting the Program by
phone at 800.348.2272, by email at contactus@abaretirement.com or by writing to ABA
Retirement Funds Program, P.O. Box 55072, Boston, Massachusetts 02205‐5072. Please
read the information carefully before investing

