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WEEK IN REVIEW
TRUM P TARGETING TRADE, NATO
Review of t h e w eek en ded Ju ly 13, 2018
-

In cr ease def en se ou t lays says Tr u m p t o NATO
US t ar get s addit ion al t ar if f s on Ch in ese im por t s
UK issu es con t r over sial Br exit blu epr in t
US expect ed t o becom e w or ld's lar gest oil pr odu cer

The Dow Jones Industrial Average DJIA rose
224.44 points, or 0.9%, to 24,924.89. The S&P
500 index SPX gained 24.27 points, or 0.9%, to
2,798.29. The tech-heavy Nasdaq Composite
Index COMP advanced 107.3 points to
7,823.92, a gain of 1.4% that took it to its first
record close since June 20.
Tech stocks were among the biggest boosts to
all three, with Microsoft Corp. MSFT up 2.2%,
hitting a record, while Cisco Systems Inc. CSCO
added 2.3%. Intel Corp. INTC was up 2.3%
while Apple Inc. AAPL added 1.7%. All four
stocks are Dow components.
Boeing Co. BA and Caterpillar Inc. CAT
considered the most sensitive to trade-war
fears, also ended higher on the day. Caterpillar
rose 2% while Boeing gained 1.6%.
All three indexes posted their fifth gain of the
past six sessions. For the week, Dow is set to
post a weekly gain of 1.9%, which would
represent its best weekly win since the period
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ended June 8. The Nasdaq is eyeing a weekly
advance of 1.8%, while the S&P 500 is on pace
for a weekly return of 1.4%.
Tr u m p st r esses t h at NATO m em ber s
in cr ease f u n din g
US presidents have long criticized European
allies for not taking more of the financial
burden for NATO, but President Donald Trump
took it to a new level this week at NATO
summit in Brussels, where he threatened to
reduce the US' commitment to the
organization if member states did not increase
their promises. After an emergency session on
Thursday, Trump says he won assurances
from members to elevate their contribution,
saying that they agreed to "pay more and they
agreed to pay more quickly" than the previous
target of 2% of gross domestic product by
2024. However, French president Emmanuel
Macron disagreed, saying members had only
reaffirmed their commitment to 2% in 2024.
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US pr epar es yet an ot h er r ou n d of Ch in a
t ar if f s
Days after tariffs on $34 billion in Chinese
imports came into effect and China reacted
with tariffs on the same amount of US goods,
the US said it is preparing to levy duties on an
added $200 billion in Chinese goods. The
process is expected to take several months to
unfold, allowing time for negotiations. Equity
markets gathered on Thursday on speculation
that trade talks between the two countries
would resume soon, though there was no
official confirmation. Press reports highlighted
the restrained tone taken in the Chinese
media toward the US trade actions. China is
seemingly mindful of the risk of an anti-US
repercussion hurting the Chinese operations
of US multinationals and resulting in job and
revenue losses.
UK pu blish es con t r over sial Br exit w h it e
paper

British prime minister Theresa May released a
long-awaited white paper this week that is
meant to serve as a plan for upcoming
negotiations with the European Union.
Disagreement over the government's
approach was so extreme that two of May's
most senior ministers, Brexit minister David
Davies and Foreign Secretary Boris Johnson,
resigned in protest. The plan proposes to keep
the United Kingdom closely united with EU
rules on trade in goods while allowing the UK
a freer hand on services. May hopes that the
plan will avoid the need to enforce a hard
border on Northern Ireland. Critics says the
plan amounts to a "half-Brexit" in which the
UK will remained loaded with many EU rules
while enjoying few benefits from breaking free
from Brussels. President Trump is among
those critics, saying the proposal would kill
any chance of a free trade deal between the
US and Great Britain.
US pr oject ed t o be t op oil pr odu cer n ext
year accor din g t o EIA
The United States will be the world's largest oil
producer by 2019 according to a forecast by
the US Energy Information Administration this
week. The EIA projects that the US will
produce an average of 11.8 million barrels of
crude a day next year, exceeding both Saudi
Arabia and Russia. US production in June
averaged 10.9 million barrels a day. The US
last led the world in oil output in 1974.
US in f lat ion r ose h igh er in Ju n e
Consumer prices rose at their fastest pace in
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six years in June, rising 2.9% year over year
while producer prices rose 3.4% as opposed to
a year ago. With underlying inflation patterns
still relatively quiet, the figures are not
expected to cause the US Federal Reserve to
raise rates more quickly than the market
expects. In fact, a survey from the Wall Street
Journal released on Thursday shows that
economists expect two more hikes in
short-term rates this year and two or three
hikes in 2019.
Su pr em e Cou r t can didat e seen as bu sin ess
f r ien dly

tax reform and fiscal stimulus. Now, 57% see
growth risks tilted to the downside on the
back of swelling trade tensions. However, few
see any risk of recession until late 2019 or
early 2020.
EARNINGS NEWS
While earnings season is just beginning to
happen, it is worth noting that analysts expect
Q2 S&P 500 earnings per share to rise 20%
compared with the same quarter a year ago
while sales are projected to grow 8.4%. Q1
earnings grew 24.8% while revenues advanced
8.5%.

President Trump nominated Brett Kavanaugh,
a judge on the US Court of Appeals for the
District of Columbia circuit, to succeed
Anthony Kennedy, who resigned at the end of
the recent Supreme Court term. Kavanaugh, a
veteran of the administration of George W.
Bush, is seen by analysts as business friendly
and cynical of excessive government
regulation. A confirmation fight is expected
given the Republicans' very narrow majority in
the US Senate, which will need to confirm the
nomination.
Econ om ist s alar m ed by t r ade t en sion s

M A JOR STOCK M OVES

The National Association of Business
Economists surveys its members quarterly.
Most changes in expectations tend to be mild.
For instance, the group downgraded its June
real 2018 GDP forecast to 2.8% compared
from 2.9% in March. The one data point from
this survey that stood out was the shift in the
balance of risks to growth through 2019. In
March, 75% of respondents saw upside,
thanks in large part to the growth boost from

Shares in software company CA Inc. CA rallied
nearly 19% trade after chip giant Broadcom
Inc. AVGO confirmed late Wednesday it has
agreed to take over the software company for
$44.50 a share. Broadcom sank 13.7%.
Shares of Wells Fargo & Co. WFC ended down
0.1% while those for JPMorgan Chase & Co.
JPM finished up 0.4%. Citigroup Inc.?s stock C
rose 0.9%. All three are set to report their
results on Friday before the market opens.
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THE WEEK AHEAD

ESTIMATING THE COST OF COLLEGE
This worksheet can help you estimate the costs of a four-year college program.
Click to learn more.
-Randall Fielder
(713-955-3555, randall@park10financial.com)

