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WEEK IN REVIEW
S&P 500 CLOSES ABOVE 2,800 FOR THE 1ST TIM E SINCE NOV
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Ou t lin e of US-Ch in a t r ade deal t ak in g sh ape
Fed t o an n ou n ce balan ce sh eet plan s lat er in year
An ot h er Br exit com pr om ise pr oposal appear s
Global m an u f act u r in g sect or det er ior at ed in Febr u ar y
Tr u m p t h r eat en s EU w it h au t o t ar if f s

points, or 0.8%, to 7,595.35.

U.S. stocks closed higher Friday, with the
S&P 500 finishing above 2,800 for the first
time since Nov. 8, on news that trade
negotiations between the U.S. and China
may conclude as soon as in two weeks.
However, the latest data on U.S.
manufacturing disappointed, tempering
investors?optimism.

For the week, the S&P 500 gained 0.4% and
the Nasdaq added 0.9% while the Dow shed
about 0.1% to snap its nine-week winning
streak, the longest since May 1995.

The Dow Jones Industrial Average DJIA
gained 110.32 points, or 0.4%, to 26,026.32,
while the S&P 500 index SPX rose 19.20
points, or 0.7%, to 2,803.69. The Nasdaq
Composite Index COMP advanced 62.82
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president Donald Trump and China's president
Xi Jinping by the middle of this month.
Global m an u f act u r in g r em ain s
slow -m ovin g

US an d Ch in a m ak e f u r t h er pr ogr ess on
t r ade
Testifying on Capitol Hill this week, United
States Trade Representative Robert Lighthizer
laid out several areas in which the US and
China have made progress toward a trade
agreement. Chief among them is a tentative
agreement between the two sides on an
enforcement mechanism. According to the
Wall Street Journal, complaints of violations of
the accord would be discussed in a series of
consultations between the two countries,
occurring every month at the staff level, every
quarter at the vice-ministerial level and twice
yearly at the ministerial level. Additionally, a
tentative framework has been agreed to
regarding China's currency management.
Lighthizer said that the US has dropped the
threat of a hike to 25% in the tariff rate
imposed on China's exports to the US. Late in
the week, US Treasury secretary Steven
Mnuchin said the two countries are working
on a 150-page document, while White House
economic adviser Larry Kudlow said the two
countries are on the verge of agreeing on a
historic pact. A summit to finalize the deal
could take place in Florida between US

Manufacturing purchasing managers' indices
in China, the Eurozone and Japan all remained
in contractionary territory in February, and the
pace of the growth of manufacturing in the US
slowed further, falling to 54.2 from 56.6 in
January. The US?China trade battle has been a
significant headwind to global trade and
markets hope that an agreement next month
will improve sentiment around the world.

US econ om y gr ew 2.6% in Q4 2018
The pace of US growth slowed in the final
quarter of last year, coming in at 2.6%, though
the growth rate was stronger than economists'
estimates. For all of 2018, the US economy
grew 2.9%. Growth slowed at the end of the
year, fueled in part by weakness in Europe and
China. Forecasts for Q1 2019 are running in
the 1.5% area so far.

Information included above as well as individual companies and/or securities mentioned should not be construed as investment advice,
recommendation to buy or sell or an indication of trading intent on behalf of anyone associated with Park 10 Financial, LLC. Information
contained in this newsletter is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed.
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Tr u m p cu t s sh or t t alk s w it h Nor t h Kor ea
President Trump walked away from
denuclearization negotiations with North
Korean leader Kim Jong Un this week in Hanoi.
Competing narratives were offered by the two
sides, with Trump saying North Korea wanted
all sanctions lifted in return for the
decommissioning of the Yongbyon nuclear
complex and North Korean foreign minister Ri
Yong Ho countering that his country would
have accepted a partial lifting of sanctions and
was willing to halt nuclear and ballistic missile
tests. Trump said he is hopeful that talks will
continue. Ri said that the North's position
won't change. Some analysts viewed Trump's
willingness to leave Hanoi without a deal as
sending a message to Beijing, with which the
US is engaged in trade talks, that in
negotiations the US is willing to accept no deal
if the only alternative is a bad one.

watch, wait and see how the economic
situation evolves. Slowing global growth is the
predominant risk to the US outlook, Powell
said.
Br exit vot es sch edu led f or m id-M ar ch
British Prime Minister Theresa May has
scheduled March 12 parliamentary vote on
the Brexit withdrawal agreement she has
negotiated with the European Union. If that
measures fails to pass, a vote to leave the EU
without a deal is scheduled for March 13. If a
no-deal Brexit goes down to defeat, a third
vote is scheduled for March 14, which would
necessitate a short delay in the termination of
the Article 50 period, now scheduled for
March 29. Slowing down the process is made
more difficult by the timing of the European
Parliamentary elections scheduled for late
May, a chamber of which the UK no longer
wants to be a member. If the UK is still an EU
member at that time, it will be expected to
hold elections to that body. One bit of Brexit
progress was seen this week: US and UK
regulators said that they are working together
to ensure that derivatives contracts won't be
disrupted in any Brexit scenario.

Fed ch air m an h alt s a r u sh

M SCI in t en ds t o in cr ease Ch in a's in dex
w eigh t in g

US Federal Reserve Board chairman Jerome
Powell delivered his semiannual monetary
policy report to Congress this week and
indicated that while the country's economic
outlook is favorable, crosscurrents and
conflicting signals have become evident.
Powell said that with policy rates near neutral
and inflation pressures muted, now is a good
time for the central bank to be patient and to

MSCI, the provider of global equity indices,
announced this week that it will increase the
weight of Chinese A shares in its indices by
increasing the inclusion factor from 5% to 20%
in three steps, beginning in May. At the end of
the process, China A shares will constitute
3.3% of the MSCI EM Index and 0.4% of the
MSCI ACWI Index.
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EARNINGS NEWS
With 95% of the constituents of the S&P 500
Index having reported for Q4 2018, 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 13.1% year-over-year pace while revenues
are seen rising 5.8% compared with the same
quarter a year ago, according to FactSet
Research. Estimates for Q1 continue to be
lowered, however, with analysts now
expecting earnings per share to decline
around 3.3% this quarter.

Shares of Gap Inc. GPS jumped 16% after the
giant clothing retailer said it was splitting into
two publicly traded companies and closing
some 200 stores.

Shares of Tesla Inc. TSLA skidded 7.8% after
the electric-car manufacturer announced
Thursday evening that it is likely to report a
loss in the fourth quarter, contrary to
previous predictions. Tesla also announced
that it would offer its Model 3 for $35,000,
while saying it would lay off employees to cut
costs.

Foot Locker Inc. FL shares rallied 6% after the
sporting goods and apparel retailer blew past
earnings estimates for its fiscal fourth
quarter.

Dentsply Sirona Inc. XRAY shares surged 18%
after the maker of dental products and
technologies beat analyst estimates for
fourth-quarter earnings and sales.

Shares of Immunogen Inc. IMGN sank 47%
after the company said a phase 3 trial of its
ovarian cancer treatment, mirvetuximab
soravtansine, failed to meet its primary
endpoint of progression free survival.

Dow component Walgreens Boots Alliance
Inc. WBA dropped 6.4% after the drugstore
chain said it continues to face
reimbursement headwinds, as well as
pressure from falling prices for generic
drugs.
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THE WEEK AHEAD

ONCE UPON A GOAL
Do you know how to set up your financial goals for success? This knight does.
-Randall Fielder
(713-955-3555, randall@park10financial.com)

