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An investor should consider a fund’s investment objectives, risk and charges and expenses carefully before investing or sending money. This and other important 
information about an investment company can be found in the fund’s prospectus. To obtain a Cavanal Hill Funds prospectus or summary prospectus, please call 
800-762-7085. Please read it carefully before investing.

1 The Gross Domestic Product (GDP) is the measure of the market value of the goods and services produced by labor and property in the United States.

The Funds are distributed by BOSC, Inc., an SEC registered investment adviser, a registered broker/dealer, member FINRA/SIPC. SEC registration does not imply a certain level 
of skill or training.

Cavanal Hill Investment Management, Inc. is an SEC registered investment adviser and a wholly-owned subsidiary of BOKF, NA, a wholly-owned subsidiary of BOK Financial 
Corporation, a financial holding company (“BOKF”). SEC registration does not imply a certain level of skill or training. BOKF, NA serves as the custodian for the Cavanal Hill 
Funds. BOKF holdings also include BOSC, Inc., the distributor for the Cavanal Hill Funds. Cavanal Hill Investment Management, Inc. provides investment advice, administration 
and other services for the Funds and receives a fee for providing such services as fully described in the prospectus. Bank of Oklahoma and its affiliates Bank of Arkansas, Bank of 
Albuquerque, Bank of Texas, Southwest Trust Company, Bank of Arizona, Bank of Kansas City and Colorado State Bank and Trust offer investment management and administrative 
services nationally and administer more than $30 billion in assets for numerous clients, including foundations and endowments, and high-net-worth individuals. The Funds are 
distributed by BOSC, Inc., an SEC registered investment adviser, a registered broker/dealer, member FINRA/SIPC. SEC registration does not imply a certain level of skill or training.
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Q:	�How did stocks perform during the 
quarter?

A: ��Stocks sold off sharply during the third 
quarter, as investors reacted to an 
assortment of troubling news.  Weak 
economic data, including a first-half 
GDP1 growth rate of only 0.8%, an 
unemployment rate 
stuck at 9.1%, and a 
still-depressed housing 
market, combined with 
rising inflation led to 
renewed fears of a 
double-dip recession. In 
addition, sovereign-debt 
problems in the United 
States and Europe 
contributed to the 
negative sentiment. In 
the United States, a late-July Congressional 
battle over raising the nation’s debt ceiling 
culminated in Standard & Poor’s (S&P) 
stripping the United States of its stellar 
credit rating. This early-August move 
marked S&P’s first-ever downgrade of the 
U.S.’s “AAA” credit rating since the credit-
ratings firm awarded it in 1917. Investors 
reacted to the news somewhat ironically—
they fled stocks and other “risk” assets in 
favor of the relative safety of U.S. Treasury 
securities. At the same time, mounting 
sovereign-debt problems in Greece and 
other European nations led to concerns 
about the health of the entire European 
Union banking system, which contributed 
to the widespread risk aversion and global 
selloff in stocks. 

Q:	�Where did investors find the best 
opportunities?

A: �In general, market sectors with the 
least sensitivity to economic conditions 
performed the best during the quarter. 
Within the S&P 500 Index, the defensive 
utilities sector was the only one of the 

index’s 10 sectors to post 
a positive return for the 
three-month period, gaining 
1.55%. The consumer 
staples sector, also a 
traditionally defensive 
market segment, followed 
with a return of -4.19%. 
In terms of equity styles, 
large-cap stocks generally 
outperformed mid- and 
small-cap stocks. Growth 

stocks outperformed value stocks in the 
large-cap universe but underperformed in 
the mid- and small-cap areas. 

Q: �What were the key challenges in 
this environment?

A: �Stocks generally correlated to economic 
growth, including those in the materials, 
industrials, financials and energy sectors, 
were among the weakest market 
performers during the quarter, with declines 
of more than 20%. Concerns about the 
overall health of the global economy 
weighed on these economically sensitive 
sectors. In addition, fears of a sovereign-
debt default in Greece and its impact 
on European banks sent shockwaves 
rippling through the global financial sector. 
Furthermore, while oil prices remained 

relatively high during the quarter, they 
continued to fall from recent highs, which 
caused additional problems for the energy 
sector. 

Q: �What is your outlook for stocks?

A: �There is a long list of reasons to be 
pessimistic regarding the economic growth 
and financial market outlooks. Nevertheless, 
valuations in the stock have returned 
to levels that provide investors some 
downside protection. Unlike the beginning 
of the year, when a continuous stream of 
good economic news was necessary to 
sustain stretched valuations, the markets 
now appear primed to rise from any 
improvement in financial results, potential 
policy surprises out of Washington, D.C., 
on entitlement reform or pro-growth deficit 
reduction, or solutions from European 
policymakers on solving Europe’s sovereign 
debt problems.

Information contained herein has been 
obtained from sources believed to be reliable, 
but not guaranteed.  The opinions expressed 
herein reflect the judgment of the authors at 
this date and are subject to change without 
notice and are not a complete analysis of any 
sector, industry or security.

Keys to Watch
• Economic growth data
• Unemployment rate
• �Europe’s debt crisis

Investors reacted to 
the news somewhat 
ironically—they fled 

stocks and other “risk” 
assets in favor of the 
relative safety of U.S. 
Treasury securities.



An investor should consider a fund’s investment objectives, risk and charges and expenses carefully before investing or sending money. This and other 
important information about an investment company can be found in the fund’s prospectus. To obtain a Cavanal Hill Funds prospectus or summary 
prospectus, please call 800-762-7085. Please read it carefully before investing.

An investment in the Cavanal Hill Funds is not a deposit or an obligation of Bank of Oklahoma, its affiliates, or any bank and it is not insured or guaranteed by the Federal Deposit 
Insurance Corporation (FDIC) or any other governmental agency. Investors should carefully consider the investment objectives, risks, charges, and expenses of a fund before 
investing. For a prospectus containing this and other important information for any Cavanal Hill Fund product, call your financial representative, call the Cavanal Hill Funds at 1-800-
762-7085 or go to www.cavanalhillfunds.com. The Cavanal Hill Funds are distributed by BOSC, Inc., member of FINRA and SIPC, and a subsidiary of BOK Financial Corp.  Fund 
portfolio holdings are subject to change and do not represent any type of recommendation.

Cavanal Hill Investment Management, Inc. is an SEC registered investment adviser and a wholly-owned subsidiary of BOKF, NA, a wholly-owned subsidiary of BOK Financial 
Corporation, a financial holding company (“BOKF”). SEC registration does not imply a certain level of skill or training. BOKF, NA serves as the custodian for the Cavanal Hill 
Funds. BOKF holdings also include BOSC, Inc., the distributor for the Cavanal Hill Funds. Cavanal Hill Investment Management, Inc. provides investment advice, administration 
and other services for the Funds and receives a fee for providing such services as fully described in the prospectus. Bank of Oklahoma and its affiliates Bank of Arkansas, Bank of 
Albuquerque, Bank of Texas, Southwest Trust Company, Bank of Arizona, Bank of Kansas City and Colorado State Bank and Trust offer investment management and administrative 
services nationally and administer more than $30 billion in assets for numerous clients, including foundations and endowments, and high-net-worth individuals. The Funds are 
distributed by BOSC, Inc., an SEC registered investment adviser, a registered broker/dealer, member FINRA/SIPC. SEC registration does not imply a certain level of skill or training.

Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. The opinions expressed herein reflect the judgment of the authors at 
this date and are subject to change without notice and are not a complete analysis of any sector, industry or security. This document contains forward-looking statements that 
are based on management’s beliefs, assumptions, current expectations, estimates, and projections, the securities and credit markets and the economy in general. Words such as 
“anticipates,” “believes,” “estimates,” “expects,” “forecasts,” “plans,” “projects,” variations of such words and similar expressions are intended to identify such forward-looking 
statements. Management judgments relating to and discussion of the value and potential future value or performance of any security, group of securities, type of security or market 
segment involve judgments as to expected events and are inherently forward-looking statements. These statements are not guarantees of future performance and involve certain 
risks, uncertainties and assumptions that are difficult to predict with regard to timing, extent, likelihood and degree of occurrence. Therefore, actual results and outcomes may 
materially differ from what is expressed, implied, or forecasted in such forward-looking statements. The potential realization of these forward-looking statements is subject to a 
number of limitations and risks. Cavanal Hill does not undertake any obligation to update, amend, or clarify forward-looking statements, whether as a result of new information, 
future events or otherwise.
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