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October 9, 2015 

 

Dear Valued Investor:  
 

Many of us had the opportunity to watch the recent supermoon lunar eclipse, which inspired pictures, videos, and late 
evenings. Part of what makes a lunar eclipse so special is that we rarely pay attention to the moon. We only stop and 
stare when we see a dramatic change in the night sky, but most of the time the moon subtly changes each night as it 
progresses through its cycle month after month. Similarly, economic cycles can be counted on to continue month 
after month, and we need to remember that market downturns are part of the natural cycle of investing 
.    
The soft September 2015 jobs report—with just 142,000 net new jobs created during the month, below the 
consensus expectation of a 201,000 gain—sparked more questions about the current economic cycle. July and 
August readings were also revised lower and added to investor disappointment.  
 
The Institute for Supply Management’s (ISM) Manufacturing Purchasing Managers’ Index (PMI) for September 2015 
added to investor worries. The reading of 50.2 was the lowest since May 2013. Although heavily influenced by the 
recent drop in oil prices, the report indicated the manufacturing sector is holding just above 50—the level that 
indicates expansion. 
  
Taken together, the jobs report and ISM survey increased fears about a potential economic slowdown, or worse, a 
recession. However, it is important to remember that fluctuation from month to month is part of the cycle. As recently 
as this past March, private jobs creation disappointed with an initial reading of just 117,000, only to be followed by 
strong gains above 200,000 for the subsequent four months. Furthermore, a dip in the ISM manufacturing survey 
below 50 has occurred, often more than once, during the past three economic expansions without a recession 
ensuing. 
 
We still believe a recession is unlikely and are encouraged by the less closely watched ISM Non-Manufacturing 
Report on Business for September, which indicated that the service sector, which comprises 70% of the economy, 
remains robust and is consistent with real gross domestic product (GDP) growth of 3.5%. Additionally, sales of two of 
the biggest ticket items consumers will purchase, a home or a car, remain strong, with auto sales on pace for an 11-
year high. 
  
Despite concerns over recent top data releases, we believe it is premature to think about the dreaded “r” word. 
Several bright spots remain present in the economy, and the silver lining of recent jobs and ISM data is that the 
Federal Reserve likely does not have the rationale to raise interest rates in October, and December is looking much 
less likely 
. 
The supermoon was a spectacular sight, but part of what made it so remarkable was how unusual it was. When we 
think of the cycle of investing, we do not want to become fixated on short-term volatility at the expense of longer-term 
investment goals.  
 
As always, if you have questions, I encourage you to contact me. 
 
Sincerely, 
 
Michael W. Jowdy, CFP® 
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The opinions voiced in this material are for general information only and are not intended to provide or be construed 
as providing specific investment advice or recommendations. Any economic forecasts set forth may not develop as 
predicted. 

  
The Institute for Supply Management (ISM) index is based on surveys of more than 300 manufacturing firms by the 
Institute for Supply Management. The ISM Manufacturing Index monitors employment, production inventories, new 
orders, and supplier deliveries. A composite diffusion index is created that monitors conditions in national 
manufacturing based on the data from these surveys. 
 
Purchasing Managers’ Indexes (PMI) are economic indicators derived from monthly surveys of private sector 
companies, and are intended to show the economic health of the manufacturing sector. A PMI of more than 50 
indicates expansion in the manufacturing sector, a reading below 50 indicates contraction, and a reading of 50 
indicates no change. The two principal producers of PMIs are Markit Group, which conducts PMIs for over 30 
countries worldwide, and the Institute for Supply Management (ISM), which conducts PMIs for the U.S. 
 
Because of its narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be subject to 
greater volatility than investing more broadly across many sectors and companies. 
 
This research material has been prepared by LPL Financial. 

 


