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WEEK IN REVIEW
DOW LOGS LONGEST WEEKLY LOSING STREAK SINCE 2011

Review  of  t he week ended May 24, 2019

- Sw if t  t rade resolut ion not  probable
- UK's May announces t im et able for  depar t ure
- Global grow t h cont inues t o slow
- European par l iam ent ary elect ions in progress
- Fed: Pat ient  approach suit able
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U.S. stocks closed higher Friday ahead of 
the long weekend as trade-war fears 
receded somewhat following reports 
President Donald Trump may ease 
restrictions against Huawei Technologies 
Inc. as part of a bigger trade deal with 
China.

The Dow Jones Industrial Average, however, 
fell for a fifth week straight, logging the 
longest weekly losing streak since June 
2011.

The Dow DJIA gained 95.22 points, or 0.4%, 
to 25,585.69, while the S&P 500 index SPX 
climbed 3.82 points, or 0.1%, to 2,826.06. 
The Nasdaq Composite Index COMP 

advanced 8.72 points, or 0.1%, to 7,637.01.

For the week, all indexes ended lower with 
the Dow off 0.7%, the S&P 500 down 1.2% 
and the Nasdaq 2.3% lower.

DJIA U.S. markets will be closed Monday for 
Memorial Day holiday.

Total composite volume on the stock 
exchange was its lowest ?  5.279 billion 
shares changed hands ?  since Nov. 23, the 
trading session after Thanksgiving.
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US and China m ove forward on t rade

Fears of a prolonged trade battle between the 
US and China intensified this week. China's 
president, Xi Jinping, said that the country, in 
dealing with the US, must prepare for a new 
Long March and encouraged the China to 
remain resilient in the face of hardship. Xi also 
indirectly threatened to withhold Chinese 
exports to the US of rare earth elements. 
These are essential raw materials found in 
many high technology products. The moves 
came after the US weighed blacklisting several 
Chinese video surveillance firms just days 
after banning China's Huawei Technologies 
from importing US technology, though that 
ban has been postponed for 90 days and 
Trump hinted that despite national security 
concerns, Huawei might be included in an 
eventual trade deal. China's Ministry of 
Commerce said that the US must correct 
wrong actions if the revival of trade talks will 

be an option. US Secretary of the Treasury 
Steven Mnuchin said that no talks are 
scheduled but that it is unlikely that any 
additional tariffs will be put in place in the 
next 30 to 40 days. That would give US 
president Donald Trump and President Xi time 
to meet at the G20 summit in Japan in late 
June, potentially averting any further levies. 
Trump pointed to the G20 meeting as a 
potential turning point in resolving the 
conflict, saying there is a good possibility of a 
deal with China.

May broadcast s resignat ion

British Prime Minister Theresa May 
announced that she will resign on June 7, 
shortly after a state visit to the United 
Kingdom by President Trump. May will stay on 
as a caretaker until a new Conservative Party 
leader is chosen, in a process that will likely 
extend into July. While the Conservatives are 
expected to choose a Brexit supporter to lead 
the party given its Leave?Remain split of 
Conservative Party members within the House 
of Commons, it remains unlikely that the UK 
will leave the European Union without a deal. 
However, risks of a general election being 
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Minim al signs of  im provem ent  in global 
grow t h

Flash purchasing managers' indices for May 
revealed that the global economy continues to 
decline. Manufacturing readings in Japan and 
Europe are both signaling contraction in the 
sector while the US' manufacturing measure 
fell to its lowest level in nearly a decade, 50.6, 
which is down sharply from April's reading of 
53. Final readings for May are set for release 
on June 3.

Europe proceeds t o t he polls

Amid global trade conflict, slowing economic 
growth and an unresolved Brexit process, 
voters across the EU head to the polls this 
weekend to vote for members of the 
European Parliament. The voting began in the 
UK on Thursday and continues across the EU 
throughout the weekend. Both the 
Conservative and Labor Parties are expected 
to perform poorly. Ironically, the newly formed 
Brexit Party is expected to win the largest part 
of the vote, sending the highest number of the 
UK's MEPs to a legislative body that the party 
does not want the UK to be a member of. 
Elsewhere, Australia's pro-business Liberal 
Party unexpectedly retained power after 
parliamentary elections while the party of 
Indian Prime Minister Narendra Modi won an 
absolute majority in India's parliamentary 
elections.

Fed says it  w il l  m aint ain pat ience

The minutes of the early May meeting of the 
Federal Open Market Committee indicate that 
the US Federal Reserve was relatively 
unconcerned by the recent drop in inflation 
and slowdown in growth. However, the 

meeting took place before the US-China trade 
talks broke down, so the Fed's patient 
approach to adjusting interest rates might 
have shifted a bit in recent weeks. Market 
expectations have clearly shifted, with several 
rate cuts priced into markets in coming years, 
and 10-year Treasury note yields have fallen to 
their lowest level since September.

OECD decreases global grow t h out look

The Organization for Economic Co-operation 
and Development this week slightly 
downgraded its global growth forecast, citing 
trade tensions, high policy uncertainty, risks to 
financial markets and a slowdown in China. 
The OECD now sees the global economy 
expanding 3.2% this year, down from an 
earlier 3.3% forecast.

Japan's grow t h t urns t o t he posit ive

Forecasters expected Japan's economy to 
contract at a 0.2% annual rate in the first 
quarter, but instead it expanded at a 2.1% 
annualized rate. The growth was largely driven 
by imports declining more quickly than 
exports, which suggests that domestic 
demand remains weak. Separately, Japan's 
exports fell for a fifth straight month in April, 
the Ministry of Finance reported this week. 
President Trump is set to arrive in Tokyo 
Saturday for talks with Japanese Prime 
Minister Shinzo Abe.
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EARNINGS NEWS

With nearly 97% of the voters of the S&P 500 
Index having reported results for Q1 2019, 
earnings per share growth has slipped 
fractionally, by around 0.4%, compared with 
the same quarter a year ago while revenues 
have risen a bit over 5% over the same period. 
One global market strategist notes the 

dramatic performance dispersion among the 
stocks of retailers that reported this week, 
with those missing estimates often suffering 
losses of 10% or more compared with the rare 
earnings beats, which were rewarded with 
similar percentage gains.

Shares of Foot Locker Inc. FL skidded 16% 
after the sporting-goods retailer fell short of 
analyst expectations for first-quarter 
earnings and sales.

Autodesk Inc. ADSK shares fell 4.9% after the 
company reported a surprise first-quarter 
loss and revenue growth that fell short of 
Wall Street expectations.

Shares of Snap Inc. SNAP gained 4% after 
The Wall Street Journal reported that the 
company is in talks with major record labels 
to enable users to include music in posts on 
the Snapchat app.

Shares of Intuit Inc. INTU rallied 6.7% after 
the accounting software company reported 
quarterly results that topped Wall Street 
estimates and issued an upbeat outlook.
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THE WEEK AHEAD

You?ve made investments your whole life. Work with us to help make the most of 
them. Click to learn more.                      

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