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UNCERTAINTY OVERSHADOWS STRONG DATA
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- US econom ic dat a m ixed while China's disappoint s
- Japan m ay delay sales-t ax hike
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U.S. stocks bounced back from deep losses 
Friday but still closed lower as trade-related 
jitters overshadowed strong economic data.

Chinese state media indicated litt le appetite 
in Beijing to resume negotiations following 
Trump administration?s move to raise tariffs 
on Chinese imports, suggesting that the 
economic standoff between the two largest 
economies in the world may be a painful 
and a protracted one.

The Dow Jones Industrial Average DJIA slid 
98.68 points, or 0.4%, to 25,764 and the S&P 
500 index SPX lost 16.79 points, or 0.6%, to 
2,859.53. The Nasdaq Composite Index 
COMP declined 81.76 points, or 1%, to 

7,816.28.

The Dow shed 0.7% for the week, bringing 
its weekly losing streak to four and the 
longest since May 2016. The S&P 500 fell 
0.8% on the week while the Nasdaq 
dropped 1.3%.
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Market s concent rat ed on t rade headlines

With expectations of a near-term resolution of 
the US?China trade conflict low, the clash 
appears to be entering a more drawn-out 
phase. US president Donald Trump offered 
comforting words early in the week, describing 
the disagreement between the world's two 
largest economies as "a litt le squabble" and 
saying that he expects a productive meeting 
with China's president, Xi Jinping, at the G20 
summit in late June. Trump said he has not 
decided whether to impose a 25% tariff on the 
balance of China's exports to the United States 
after last week hiking levies on exports 
amounting to $200 billion. China retaliated by 
announcing it will hike existing 5% to 10% 
tariffs to between 10% and 25% on June 1 
while exempting commercial aircraft and 
crude oil.

While trying to calm the situation, the Trump 
administration also sought to intensify 
pressure on China by signing an executive 
order banning US purchases of 
telecommunications equipment from China's 
Huawei Technologies. At the same time, the 

US Department of Commerce restricted US 
companies from selling or transferring 
technology to the tech giant. China responded 
by saying in a front-page commentary in the 
state-run People's Daily newspaper that the 
US must show sincerity if it is to hold 
meaningful trade talks. China cast the US as a 
bully and pushed back on US claims of China's 
malfeasance on trade. Some encouraging 
news on the trade front came midweek as 
news circulated that the administration is 
expected to delay considering levying tariffs 
on European autos and auto parts in order to 
keep the trade focus on China. Similarly, 
Treasury Secretary Steven Mnuchin said a deal 
on steel and aluminum tariffs with Mexico and 
Canada is close.

Tanker , pipeline at t acks causes increased 
t ension in Middle East

Just days after the US announced it is moving 
additional forces to the Persian Gulf region, 
attacks on four oil tankers in the gulf and on a 
Saudi oil pipeline have raised tensions further. 
The US blames Iran for the tanker attacks 
while Iranian-backed Houthi rebels are blamed 
for targeting the Saudi pipeline. Despite the 
tensions, crude prices were mostly stable, 
contained by a cut in the International Energy 
Agency's oil demand forecast. On Friday, the 
Wall Street Journal reported that the US and 
Iran may have misread each other. The paper 
reported that US intelligence agencies think 
that Iran's leaders believed the US was 
preparing to strike Iran, which prompted 
preparations for possible counterstrikes.  
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Those preparations were understood by the 
US as offensive threats against US forces. 
President Trump reportedly told his acting 
secretary of defense, Patrick Shanahan, that 
he does not want tensions between the US 
and Iran to lead to war, extenuating concerns 
somewhat.

Tor ies caut ious ahead of  European 
elect ions

Polling in advance of next Thursday's elections 
in the United Kingdom for the European 
Parliament show Prime Minister Theresa 
May's Conservative Party falling to fifth place, 
according to some polls. The Brexit Party, 
formed just weeks ago and led by Brexit 
supporter Ni supporter gel Farage, leads the 
polling. Another defeat next Thursday, after a 
poor showing in local polls earlier this month, 
will increase the pressure on the prime 
minister to resign soon. She has specified 
before that she will leave office once the 
withdrawal agreement with the European 
Union is passed by Parliament, though it did 
not pass after three tries and cross-party talks 
with the Labor Party have broken down. After 
May said she would set a timetable for her 
departure in early June, former London mayor 
and UK foreign secretary Boris Johnson 
indicated this week that he will take part in an 
upcoming leadership contest.

US dat a  repor t  m ixed; China's weak

A mixed bag of US economic data was 
released this week showing that retail sales 
were litt le changed in April after a big upside 
surprise in March and that industrial 
production lowered by one-half percent. More 
forward-looking surveys in two US Federal 

Reserve districts were more positive, however, 
with The Empire State and Philadelphia Fed 
surveys both exceeding expectations. Data 
released by China this week were completely 
weak despite significant economic stimulus 
lately, highlighted by retail sales growing at 
their slowest pace in 16 years in April. 
Industrial production and fixed asset 
investment were also below expectations.

Weak econom ic out look  could delay Japan 
t ax increase

Due to a slowdown in economic growth 
caused in part by the US?China trade war, 
which has folded Chinese demand for 
Japanese-made capital goods, market 
speculation increased this week that Japan 
may delay a hike in its general sales tax from 
8% to 10%. The hike is now scheduled to come 
into effect October 1. This would be the third 
time the government has delayed the hike 
amid economic weakness. Government 
sources also pointed to the financial press that 
its monthly economic assessment could be 
downgraded. There is further speculation that 
Prime Minister Shinzo Abe could call a snap 
election for the lower house of Japan's 
parliament to correspond with elections for 
the upper house in July as he has done 
following the two prior tax-hike delays.
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European elect ions not  considered a m ajor  
m arket  r isk

While populist parties are expected to gain 
representation in next week's European 
parliamentary elections, they are expected to 
fall well-short of attaining a majority. Also, 
overall support for the European Union 
remains comparatively high. However, the 
performance of various national political 
parties could be important in their respective 

jurisdictions. As noted above, the UK 
Conservative Party is expected to fare badly, 
possibly weakening its grip on power in the UK 
Parliament. Meanwhile, Italy's League, if it 
performs well in elections next weekend, 
could be bolstered to disassemble the 
coalition it has formed with the Five Star 
Movement in order to form a right-of-center 
coalition.

Shares of Pinterest Inc. PINS sank 14% after 
the social media company announced 
first-quarter losses of $41.4 million, which 
were three times as large as analysts had 
expected.

Hewlett Packard Enterprise Co. HPE shares 
rose 0.6% after the company announced a 
deal to buy supercomputer manufacturer 
Cray Inc. CRAY for $1.3 billion. Cray shares 
soared 23%.

Shares of Deere & Co. DE fell 7.7% after the 
agricultural, construction and turf care 
equipment maker reported fiscal 
second-quarter earnings that missed 
expectations and provided a downbeat 

outlook.

Nvidia Corp. NVDA shares slid 2.3% after the 
semiconductor firm reported earnings that 
beat severely lowered expectations for the 
first quarter. Nvidia, however, declined to 
reiterate a fully year forecast while indicating 
that demand for the data-center market 
remains week.

Share of Applied Materials Inc. AMAT gained 
2.5% after the chip-and-display maker beat 
the consensus revenue and earnings 
expectations for the first quarter.

Chinese coffeehouse chain Luckin Coffee Inc. 
LK jumped 20% to close at $20.38 a share 
after debuting on Nasdaq. The Starbucks 
rival priced its shares at $17.



INCISIVE INVESTOR
PAGE 5

 

         

THE WEEK AHEAD

There are three things to consider before dipping into retirement savings to pay 
for college.                         

                                                                                            -Randall Fielder 
                                                              (713-955-3555, randall@park10financial.com)

SHOULD YOU TAP RETIREMENT SAVINGS TO FUND COLLEGE?

http://www.park10financial.com/resource-center/money/budget-check-up-tax-time-is-the-right-time
http://www.park10financial.com/resource-center/retirement/should-you-tap-retirement-savings-to-fund-college
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