
Friends,  
 
HOUSING 
As most people trying to buy or sell a home can attest, the housing market remains solid.  While overall 
housing starts showed a weak headline number (-9% in September), the decline was due completely to 
weakness in multi-family starts (condos, etc.) while the more stable single-family starts grew 8.1%.  New 
permits (an indicator of future construction) were solid both for multi-family and single family units as 
well.  However the really interesting detail in this report is that the proportion of single-family starts to 
overall total starts is growing.  This is a very good sign, as Dr. Brian Wesbury of First Trust points out, “on 
average, each single-family home contributes to GDP about twice the amount of a multi-family 
unit.”  Additionally, existing home sales grew 3.2% in September, greater than expected, and the 
months supply of homes available for sale is shrinking quickly, now at only 4.5 months (5 months or less 
is generally considered a “tight” housing market), and prices continue to rise, with September marking 
the 55th month in a row prices have increased over the previous year.  Housing gains have been solid, 
and all indicators point to that growth continuing.  See the attached pieces from First Trust for more 
detail.  
 
EMERGING MARKETS 
While the S&P 500 has gotten a lot of attention this year, recovering from a very weak January and 
February to finish last week +6.5%.  However, the MSCI Emerging Markets Index has blown past the S&P 
500, and is +17% over the same time frame.  I highlighted the attractive growth and undervaluation of 
the emerging markets index earlier this year, but I don’t think this is the end of the run.  Emerging 
markets still offer more attractive valuation, better growth, better dividend yields, and (according to 
BlackRock) are still very under-owned in investor portfolios; all implying further room for upside.  See 
the attached BlackRock Investment Directions for more detail, including their upgrade of China, and 
favorable outlook for India and other non-Japan Asian economies.  
 
TREASURY BOND YIELDS 
Stocks aren’t the only asset class having a good run so far this year.  According to CNBC the 10-year 
Treasury yield was 1.7% on Friday, down from 2.3% at the beginning of the year. How low can the yield 
go?  Most market watchers aren’t asking this question as they’re expecting the Fed to raise rates 
sometime in the next few months; but that’s a song we’ve been hearing for years.  And the 10 year 
Treasury yield continues to creep lower.  A look at Japan might be constructive, where the Bank of Japan 
(BOJ) has followed a policy of very low short-term rates for years.  This pushed the 10-year Japanese 
Government Bond (JGB) to yields between 1-2% through much of the 90s and through 2005.  However, 
beginning in 2006, the yield began falling steadily, and the current yield on the 10-yr JGB is -0.5% 
(according to BlackRock).  So, how low can the 10-year Treasury go?  Compared to JGBs, the 1.7% on the 
Treasury looks positively rich.  For a chart of JGB yield history, see the section on Japan in the BlackRock 
Investment Directions. 
 
I hope this helps and hope you all have a great week! 
 


