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INCISIVE INVESTOR

WEEK IN REVIEW
FOCUS ON TRADE AS G7 MEETS

U.S. stocks closed higher on Friday, with major 
indexes posting their strongest week in 
months as investors brushed aside tensions 
between the U.S. and major allies as a meeting 
of leaders of the Group of Seven industrialized 
nations got under way in Canada.

The Dow Jones Industrial Average DJIA rose 
75.12 points to 25,316.53, a gain of 0.3%. The 
average posted its third straight positive 
session, and closed at its highest level since 
March.

The S&P 500 SPX rose 8.66 points to 2,779.03, 
a gain of 0.3%. The Nasdaq Composite Index 
COMP rose 10.44 points to 7,645.51, a rise of 
roughly 0.1%.

For the week, the Dow advanced 2.8%, its 
biggest weekly gain since March. The S&P 
gained 1.6% and the Nasdaq rose 1.2%. Both 
posted their third straight weekly gain.

US st ands alone as G7 gat hers

The leaders of the Group of Seven large, 
industrialized countries meet in Quebec, 
Canada today and tomorrow, with trade issues 
anticipated to be at the forefront of the 
discussions. The prime ministers of Germany, 
United Kingdom, Japan and Canada, along 
with the president of France, unite in their 
opposition to US tariffs. Hopes of a trade 
breakthrough at the gathering are low, with 
talk among the participants that they may not 
even be able to agree on the text of the 
traditional joint directive typically issued at the 
conclusion of G7 summits. 

US-Nor t h Korea discussions ar ranged for  
Tuesday

On Tuesday morning, US president Donald 
Trump will meet with Kim Jong Un in 
Singapore to discuss the denuclearization of 
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the Korean peninsula. President Trump 
lowered prospects for a conclusive agreement 
at this initial meeting, saying multiple summits 
may be necessary to reach an settlement. 
Trump met with Shinzo Abe, the prime 
minister of neighboring Japan, in advance of 
this weekend's G7 meeting in Canada to 
discuss next week's US-North Korea summit. 

Growt h in US cont inues t o out per form  
Europe's

Purchasing managers' indices released in 
recent days show that US growth continues to 
surpass that of Europe. The US composite 
PMI, which includes both the manufacturing 
and service sectors, rose to 56.6 in May, which 
was a big jump from April's 54.9 reading. 
Meanwhile, the euro area composite PMI fell 
to 54.1 in May from 55.1 in April. Firm US 
employment data and vigorous PMIs will likely 
allow the US Federal Reserve to hike rates 
another quarter, point at the conclusion of its 
two-day meeting on Wednesday, 13 June. So 
far in 2018, US growth has held up relatively

 well amid a mild slowdown in the pace of 
global growth.

US st ock  sect ors expect ed t o shuf f le

A realignment of Global Industry Classification 
Standard (GICS) sectors is slated to take place 
in late September. As a result, some of the 
most widely held US stocks will be placed into 
new market categories. For instance, Facebook 
and Alphabet will leave the information 
technology sector and join the communication 
services grouping. Also joining that sector are 
Walt Disney, Comcast and Netflix, which are 
leaving the consumer discretionary category. 
The move is slated for September 28th and is 
sure to result in significant trading activity as 
sector-based funds shed shares of firms that 
are leaving their grouping and buy shares of 
firms that are joining it.

China sends cont radict ory signals on t rade

Increasingly, Investors seem ignore trade 
headlines. Countries are staking out positions 
on trade and reversing themselves within 
hours. Last week saw US reversals on several 
issues, including tariffs on China, with the US 
now reserving the right to re-impose them. 
Early this week, China announced that all 
recent agreements with the US would be 
voided because of actions by the US. By 
midweek, however, the country's commerce 
ministry was saying that progress was made 
and that China does not want an escalation of 
trade friction between the two countries. Talk 
circulated this week that China has tabled a 
proposal in which it would purchase an 
additional $70 billion in US manufactured
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goods and agricultural and energy products. 
An additional source of tension could be 
China's massive trade surplus of $24.6 billion, 
which is about $2.4 billion larger than in April 
and also greater than a year ago. 

For  t he f ir st  t im e on record, m ore US job 
openings t han jobless workers

The US Bureau of Labor Statistics released its 
Job Openings and Labor Turnover Survey 
(JOLTS) this week, and for the first time in the 
survey's history, there were more job 
openings in the US than there were jobless 
workers to fill them. Despite what appears to 
be litt le slack in labor markets amid a 3.8% 
unemployment rate, US wage inflation 
remains muted, with average hourly earnings 
rising just 2.7% in May.

MA JOR STOCK MOVES

Broadcom Inc. AVGO dropped 2.5% after 
reporting earnings late Thursday.

DocuSign Inc. DOCU rallied 3.5% after the tech 
company?s earnings out late Thursday beat 
forecasts.

U.S.-listed shares of Deutsche Bank AG DBK 
fell 2.3%. Bloomberg reported that the 
German lender is exploring options to merge 
with rival Commerzbank AG CBK.

General Electric Co. GE rose 1.1% after the 
industrial conglomerate said its quarterly 
dividend would remain at 12 cents a share. 
Investors have recently been worried that the 
payout could be vulnerable to another cut, 
after having recently been halved.

Consumer staples were by far the strongest 
performing sector of the day. Procter & 
Gamble Co. PG rose 1.9% while Coca-Cola Co. 
KO was up 1.2%.
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There are things about Social Security that might surprise you. Click to learn 
more.
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