
U.S. stocks tumbled Friday, with the Dow 
and S&P 500 index recording their biggest 
one day falls since August, as fears that 
Chinese coronavirus epidemic would slow 
economic growth rattled Wall Street.

A busy week of mixed U.S. corporate 
earnings reports preoccupied investors, 
with shares of bellwether Caterpillar 
slumping while shares of Amazon.com 
soared after delivering strong quarterly 
results.

The Dow Jones Industrial Average DJIA shed 
603.41 points, or 2.1%, to settle at 
28,256.03. The S&P 500 SPX lost 58.14 
points, or 1.8%, ending at 3,225.52. The 
Nasdaq Composite Index COMP retreated 
148 points, or 1.6%, closing at 9,150.94.

After all three benchmark indexes saw 
record highs earlier this month, for the year 
to date the Dow is now down 0.99% and the 
S&P 500 is down 0.16%, while the 
technology heavy Nasdaq index is still up 
1.99%.
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Coronavirus conf irm ed a global healt h 
em ergency

On Thursday, the World Health Organization 
declared the coronavirus outbreak that 
started in Wuhan, China a global public health 
emergency. The WHO praised Chinese efforts 
to contain the spread of the virus, which so far 
has claimed 213 lives worldwide while 
infecting nearly 10,000, according to the latest 
official count. Late this week, the United States 
issued its most serious travel warning to US 
citizens, advising them to avoid traveling to 
China and strongly encouraging those in the 
country to leave. Chinese officials have 
extended the Lunar New Year Holiday 
nationally until February 2nd and until 
February 9th in certain areas of the country. 
Trading on China's two stock exchanges 
resume on Monday. Extensive business 
closures and supply chain disruptions are 
expected to negatively impact global growth in 
the first quarter of the year, with a 
bounce-back foreseen later in the year 
assuming the outbreak is contained. Data 
show the virus's rate of change of newly 
reported cases decelerating lately, though 
once workplaces are reopened an increase 
could be seen.

Trum p signs USMCA t rade agreem ent

Amid an ongoing US Senate impeachment 
trial, President Donald Trump this week signed 

into law the US-Mexico-Canada agreement, an 
update to the North American Free Trade 
Agreement that reduced trade obstacles 
between the three nations in the early 1990s. 
The deal is expected to increase US gross 
domestic product by about 0.35% over the 
long term as trade uncertainties are reduced, 
according to the US International Trade 
Commission. Concerning the impeachment 
trial, the proceedings could come to an end as 
early as today, with the final vote expected to 
fall far short of the two-thirds majority 
required to remove the president from office. 

Fed rem ains on sidelines

The US Federal Reserve left its federal funds? 
rate target unchanged on Wednesday while 
saying it will continue repurchase operations 
through April. However, the Federal Open 
Market Committee adjusted two rates upward 
by five basis points on the interest rate on 
excess reserves and the reverse repo rate. Fed 
Chair Jerome Powell's comments following the 
announcement were perceived as slightly 
dovish by the market, though he said it was 
too early to measure the economic impact of 
the coronavirus outbreak. 

US: St eady econom ic grow t h in Q4

The US economy grew at an annualized rate of 
2.1% in the last quarter of 2019, equaling the 
pace of the third quarter. While Q4 data will 
be updated twice before becoming final, for 
the full year the US economy grew at a 2.3% 
rate.
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Shares of Amazon.com Inc. rose 7.4% after 
the e-commerce juggernaut reported 
renewed earnings growth in the holiday 
quarter.

Apple Inc., shares lost 4.3%, its biggest 
one-day drop in at least five months, 
potentially due to concerns about the 
technology giant?s large exposure to China 
and its fast-spreading virus.

Dow component Caterpillar Inc. CAT 
reported a fourth-quarter profit that came in 
well above expectations, but sales fell short 
and the construction- and mining-equipment 
maker offered a downbeat outlook. Shares 
fell 2.97%.

Shares of Dow component Chevron CVX fell 
3.8% after revenues fell short of Wall Street 
estimates. While, oil giant Exxon Mobil Corp?s 
XOM stock, also a member of the Dow, was 
down 4.1%, after its fourth-quarter profit and 
revenues came below analyst forecasts.

International Business Machines Corp. IBM 
late Thursday said Chief Executive Ginni 
Rometty will retire at the end of the year and 
would be replaced by Arvind Krishna, 
currently IBM senior vice president for cloud 
and cognitive software. Shares were up 5%.

Honeywell International Inc. HON on Friday 
reported consensus-beating fourth quarter 
profit while sales fell a bit shy. Shares of the 
aerospace and industrial company?s shares 
were down 2.9%.

EARNINGS NEWS

With just over 45% of the voters of the S&P 
500 Index having reported for Q4 2019, 
blended earnings per share (which combines 
reported data with estimates for those who 
have yet to report) shows that earnings growth 
is running at a -0.3% year-over-year pace while 
revenues are seen rising 3% compared with 
the same quarter a year ago, according to 
FactSet Research. Looking ahead, Q1 earnings 
are projected to rise by 3.6%.

HEADLINERS

US primary elections begin next week, setting 
in motion the process of choosing major-party 
presidential nominees. The first step begins 
with the Iowa caucuses on Monday evening, 
followed by the New Hampshire primary on 
February 11th. 

While US home sales have been trending 
firmer lately, the sale of new homes was softer 
than anticipated in December, falling 4.9%. 
Despite the drop in sales, inventories of 
unsold new homes fell to a record low.



When markets shift, experienced investors stick to their strategy. Click to learn 
more.                                                                  

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

WHEN MARKETS REACT  
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