Weekly Market Recap
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Last Week:
•

We start off the second half of 2018 with a look at Bloomberg’s Consumer Comfort gauge, which shows
record high readings for high-income earners, handily surpassing the peak in 2006-07

•

The Dow Jones Industrial Average kicked off the second half +0.8% with advancers outpacing decliners
by about a 2:1 margin
o Walgreens rebounded to lead the advancers +5.5%, followed by Johnson & Johnson +3.6% and
Intel +3.3%
o Just doing it to the downside was Nike (-4.0%), with ChevronTexaco (-1.8%) and WalMart (1.3%) joining as the only stocks down 1%+
Dow Transports picked up speed with a gain of +1.3%, while Dow Utilities enjoyed another strong
week +2.5%
The S&P 500 climbed higher to start the quarter as well +1.5%
o Leading the charge was the Health Care sector +3.1%, while Technology, Telecom and Utilities
joined in with gains of 2%+
o The only sector below breakeven was Energy (-0.4%) while Financials managed a paltry +0.3%
for the week
The S&P Smallcap and Midcap indices continued to shine, with the Smallcap advancing +3.2% while
the Midcap picked up +1.9%
NASDAQ led the celebration among major indices with a gain of +2.4%
Crude oil finished the week pennies lower at $73.80/barrel
o Intra-week, West Texas Intermediate crude oil surpassed $75/barrel for the first time since
November 2014
Gold picked up a couple of bucks to finish at $1,254/ounce
Global stocks were quite dispersed in their performance for the week
o The Stoxx Europe 600 gained+0.6%
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Frankfurt pushed forward +1.6% while Paris gained +1.0% … London bucked the trend
and posted a loss of (-0.3%)
 Greece saw declines of (-1.4%) while Turkey jumped +2.3% after recent elections …
Spain +2.9% had the best week in Euroland
o AsiaPac stock markets were lower again
 China’s Shenzhen (-1.6%) was better than Shanghai (-3.5%) but not good, while Hong
Kong dropped (-2.2%) and Tokyo slid (-2.3%)
 Bombay stayed in positive territory +0.7% and Australia bounced +1.3%
The US Dollar Index dropped 0.68 to close at 93.96
The VIX Volatility Index moved to calmer levels, falling 2.70 to 13.37
The 10-year Treasury yield dipped for a fourth consecutive week to close at 2.82%, its lowest level since
late May
Secretary of State Mike Pompeo headed to North Korea to continue progress on the denuclearization
talks started at the recent summit … early reports were conflicted about whether progress was made or
stalled
Andres Manuel Lopez Obrador easily won Mexico’s presidential elections, promising to tackle crime,
poverty and corruption while stating that the country would not be “a piñata” for the U.S. … NAFTA
talks remain on hold until the mid-term elections it seems
The first set of 25% tariffs went into effect on $34 billion of Chinese exports, including items such as
farm equipment and aerospace components, prompting concerns about a trade war erupting. China
responded by announcing a comparable amount of tariffs on US exports of agricultural products and
automobiles. Chinese Premier Li Keqiang said China’s “view is that [a] trade war is never a solution.
No one will emerge as a winner from [a] trade war, it benefits no one.” For its part, rating agency Fitch
said, “It remains to be seen whether U.S. announcements are simply negotiating positions that may be
modified. But the detailed preparation of, and justification for, such measures and the possibility of
instant and strong retaliation by trading partners present growing risks to trade”
o According to the World Trade Organization, average tariffs in the US are 3.5% compared to
5.2% in the EU, 9.9% in China, 4.1% in Canada and 7.0% in Mexico
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Chinese stocks finished lower for the seventh-consecutive week, their longest losing streak since
2012
China and the EU are planning to hold a summit on July 16-17 with trade being the primary
topic
Last week’s auction of Treasury bills generated the lowest interest in a decade, with rates on 1month bills rising 10 basis points. A function of the holiday-shortened trading week, or
evidence that China (historically the largest buyer of Treasuries) is retaliating in response to
tariff/trade threats?

The Federal Reserve released minutes from its recent meeting that revealed concern about downside
risks from trade policy “had intensified.” The minutes likewise showed that business leaders
expressed their concerns about the same topic to the central bank, with some businesses indicating they
had curtailed capital spending plans as a result
ADP’s Employment report showed an addition of 177,000 jobs in June, a tad shy of the 190,000
consensus
Non-Farm Payrolls rose 213,000, topping the 195,000 consensus forecast, while the unemployment rate
ticked up to 4.0% (higher than the 3.8% expectation). The rise in the unemployment rate was driven by
601,000 individuals entering the work force. Average hourly earnings edged up 0.2% sequentially and
2.7% year-over-year
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Weekly Jobless Claims rose 3,000 to 231,000, marking a six-week high, albeit still exceptionally low by
historical standards
o Not reflected in that 231,000 figure, because it occurred after the report was published, is one
individual named Scott Pruitt. The embattled former Environmental Protection Agency chief
resigned, amid more than a dozen investigations into his conduct. In his resignation letter,
Pruitt said “unrelenting attacks on me personally, my family, are unprecedented and have
taken a sizable toll on all of us.” President Trump said Pruitt did “an outstanding job, and I will
always be thankful to him for this.” Andrew Wheeler, a former coal lobbyist, will serve as
acting head of the EPA
ISM Non-Manufacturing printed 59.1 for June, above the 58.2 consensus forecast
The ISM Manufacturing index came in at 60.2 for July, well ahead of the 58.4 expectation. As a
reminder, readings above 50 indicate economic expansion

Courtesy: Bespoke

4

Weekly Market Recap
July 9, 2018

This Week:
•
•
•
•
•

•
•

•

US markets look to open higher following a quiet weekend
Most major European markets are slightly higher in trading early in the day
Asian markets finished a solid session, with most markets up 1%+
Tonight, President Trump will announce his nominee for the upcoming vacancy on the Supreme Court
President Trump has a busy travel schedule
o The NATO summit is held Wednesday and Thursday
o Meetings in the UK follow NATO
o A summit with Russian President Putin is scheduled for next Monday in Finland
The Federal Reserve publishes it monetary policy report for Congress on Friday in advance of
Chairman Powell testifying to Congress on Tuesday, July 17
Earnings season kicks off:
o Tuesday: PepsiCo
o Wednesday: Fastenal
o Thursday: Delta Airlines
o Friday: Citigroup, First Republic, JP Morgan Chase, PNC Financial and Wells Fargo
Economic reports:
o Monday: Consumer Credit
o Tuesday: NFIB and JOLTS
o Wednesday: US PPI and Wholesale Inventories
o Thursday: Jobless Claims and US CPI

Source: William Blair

o

Friday: Import/Export Prices and the University of Michigan Consumer Sentiment Index
5

Weekly Market Recap
July 9, 2018

As always, thanks very much for your interest and support.

Farley Shiner, CFA®
Managing Director
Adam Bergman, CFA®
Executive Director

The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by the CFA Institute — the largest global association of investment
professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of qualified professional investment
experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the CFA Institute Code of Ethics and Standards of
Professional Conduct.
Specific securities identified and described do not represent all of the securities purchased, sold or recommended to clients. There are no assurances that securities
identified will be profitable investments. The securities described are neither a recommendation nor a solicitation. Security information is being obtained from resources
the firm believes to be accurate, but no warrant is made as to the accuracy or completeness of the information.
Opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC, and not those of BB&T Corporation or its executives. The stated
opinions are for general information only and are not meant to be predictions or an offer of individual or personalized investment advice. They also are not intended as
an offer or solicitation with respect to the purchase or sale of any security. This information and these opinions are subject to change without notice. Any type of
investing involves risk and there are no guarantees. Sterling Capital Management LLC does not assume liability for any loss which may result from the reliance by any
person upon any such information or opinions.
Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T Corporation. Sterling Capital Management LLC
manages customized investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and businesses.
Securities and other investments held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other
obligations of BB&T Corporation, Branch Banking and Trust Company or any affiliate, are not guaranteed by Branch Banking and Trust Company or any other bank, are
not insured by the FDIC or any other government agency, and are subject to investment risk, including possible loss of principal invested.
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