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September Shaping Up to be an Eventful Month 
 
The S&P 500 Index managed another gain in August, marking 10 consecutive 
months of gains on a total return basis.  As the commentary of Clearwater 
Capital Partners has recently observed, the global economy continues to 
strengthen and corporate earnings have been very strong across the globe.  
Investors have enjoyed advancing stock prices over a period of unusual calm.  
Simply put, it has been a good summer for the economy and for the markets. 
 
As summer winds down, it seems only fitting that the pace of life tends to 
pick up.  September is the month when we get back-to-work and the kids go 
back-to-school.  And, during this part of the year the pace of activity in the 
financial markets will also speed up with a month packed full of global 
events.   
 
A fair question then, as we look to the remaining months of the year, is how 
much longer can this calm continue?   After all, the financial press is always 
quick to point out that no month has a worse average return for the S&P 500 
(-1.0% going back to 1928) than September, and historically some of the most 
volatile market action has taken place in the month of September.  These 
“seasonal” observations appear quite ominous, however they really say 
nothing about the current environment.   
 
We believe it is important to maintain a clear perspective of the path 
forward and continue to rely on economic fundamentals to chart our course.    
Accordingly, there are a few of notable events on the calendar this month 
and we offer the following insights to help navigate the weeks ahead. 
 
The European Central Bank (ECB) holds its next scheduled meeting on 
September 7, where it is expected to provide some clarity on its quantitative 
easing (QE) policy.  The current policy of purchasing 60 billion euro in bonds 
every month is slated to end this December.  However, it is almost 
unimaginable that the ECB will completely stop buying bonds after this.  The 
likely scenario is that it will continue to buy bonds with scheduled reductions 
known as “tapering.”  We believe the ECB is a long way from beginning to 
normalize policy, at least until 2019 or more likely 2020.  
 
The Federal Open Market Committee (FOMC), the Fed’s policymaking arm, 
will hold its sixth of eight meetings this year on September 19 – 20.  At 2 PM 
Eastern Time on September 20, the FOMC will release its policy statement, a 
new set of members’ forecasts on the economy, labor market, inflation, and 
a new set of “dot plots” (members’ forecasts of where they think the fed 
funds rate will be at the end of 2017, 2018, 2019, and in the “long run”).   
Fed Chair Janet Yellen will also hold the third post-FOMC meeting press 
conference of the year that same afternoon. 
 
The pace at which Federal monetary policy pushes interest rates higher has 
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been hotly debated in recent months.  As of Friday, September 1, 2017, the market, as measured by fed funds 
futures, is pricing in just a 1% chance of a 25 basis point (0.25%) rate hike at the September meeteing, and a 42% 
chance of a hike in December.  However, there will be additional economic data released between now and mid-
September — including reports on inflation, manufacturing and retail sales — which could change the 
expectations of future rate hikes.  
 
Regardless of what the Fed’s decision may be at the September meeting, all eyes will be on any details the Fed 
shares relative to the beginning of its balance sheet normalization plan.  The minutes of the Fed’s July meeting 
showed continued discussion of starting to allow maturing bonds to roll off the Fed’s balance sheet at a measured 
pace.  Though the Fed hasn’t given an exact timeframe for an announcement yet, the July meeting statement 
did say it intended to begin implementing the program “relatively soon.” 
 
On the heels of the Fed meeting, the Bank of Japan (BOJ) will hold its own policy meeting September 20 - 21.  
Here it is widely expected that the BOJ will continue its quantitative easing policy of aggressively buying  
Japanese government and corporate bonds, real estate investment trusts, and stocks.  We would expect little or 
no change to this policy until Japan reaches its 2% inflation target sometime in 2020. 
 
September also marks the end of the Congressional recess and our elected officials are now back at work in 
Washington.  The event having the greatest potential to move financial markets will be the debate over raising 
the debt ceiling.  Officially, the U.S. government will run out of money sometime before the end of the month.  
Accordingly, Congress will have to grant the authority to borrow additional money to fund services, as well as pay 
interest on existing debt.  Failure to raise the debt ceiling could lead to a technical default on government 
bonds, with unknown political and economic ramifications. 
 
While it seems like anything is possible in Washington these days, we believe it is inconceivable that Congress 
would fail to raise the debt ceiling and thus trigger a government shutdown.  We expect a bill that links 
hurricane relief to raising the debt ceiling will emerge and that passage is almost certain. 
 
This said, the most recent and probably most impactful shutdown was in October 2013, when the government 
was closed for 16 days.  The economic impact of the shutdown was estimated to be about $24 billion in lost gross 
domestic product (GDP), or about 0.15% of total GDP that year. Interestingly however, the S&P 500 managed to 
post a gain of +2.4% during the shutdown. 
 
So as we bid farewell to summer 2017, we face a number of news worthy events that we will be watching closely.  
Historically, the month of September is no stranger to volatility, and this year could prove to be no exception. 
 
Should you have any questions, please give us a call. 
 
James F. Chapman – September 2017 
 
 



IMPORTANT DISCLOSURES 
THIS COMMENTARY HAS BEEN PREPARED BY CLEARWATER CAPITAL PARTNERS, LLC. 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 FOR ANY INDIVIDUAL.  

ALL ECONOMIC DATA IS DERIVED FROM PUBLIC SOURCES BELIEVED TO BE RELIABLE. TO DETERMINE WHICH INVESTMENTS MAY BE APPROPRIATE FOR YOU, PLEASE CON-
SULT WITH US PRIOR TO INVESTING. INVESTING INVOLVES RISK WHICH MAY INCLUDE LOSS OF PRINCIPAL. 

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securi-
ties or to adopt any investment strategy. The opinions expressed are as of September 2017, and may change as subsequent conditions vary. The information and opin-
ions contained in this material are derived from proprietary and nonproprietary sources deemed by Clearwater Capital Partners, LLC to be reliable, are not necessarily 

all-inclusive and are not guaranteed as to accuracy.  

Past performance is no guarantee of future results. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the 
sole discretion of the reader. Investment involves risks. International investing involves additional risks, including risks related to foreign currency, limited liquidity, less 
government regulation and the possibility of substantial volatility due to adverse political, economic or other developments.  Index performance is shown for illustrative 
purposes only. You cannot invest directly in an index.  S&P 500 is a registered trademark of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”)  

www.ccpwealth.com   (847) 841-8650 

Investment Advice offered through Clearwater Capital Partners, LLC a Registered Investment Advisor. 


