
 

 

 

 

Monday, May 20th, 2019 

“Companies with higher U.S. revenue exposure see relative strength” 

After recent trade negotiations stalled, the stock market once again regressed into the choppiness of 
relative uncertainty. Shifting sentiment reflects the doubt of potential trade dispute ramifications against 
the backdrop of otherwise healthy fundamentals of the U.S. economy. The first few months of the year 
brought increased optimism, but the collapse in talks over the last few weeks has resulted in rising stock 
price volatility, especially for those companies with higher overseas revenue exposure. 
 
Relative divergence has started to emerge in earnings results as those companies most exposed to overseas 
markets reported much weaker results in Q1. Revenue growth for S&P 500 companies with less than 50% 
of sales in the U.S. was roughly flat in the first quarter while companies with greater than 50% of sales 
within the U.S. saw an average revenue gain of 7.3%. The initial impact to margins made the earnings 
disparity even wider, a 6.2% gain for companies with >50% sales in U.S. vs. a 12.8% decline for the others1. 
 

 
 

We have also seen a slowdown in capital spending from companies in light of recent tariff uncertainty. 
Capital spending rose 3% from a year earlier in the first quarter at 356 S&P 500 companies that had 
disclosed figures in quarterly regulatory filings through May 8th. That is down from a 20% rise in the year-
ago period for the same companies2. Commentary has reflected some of this wait-and-see perspective, but 
this could also just be a pause in spending growth after last year’s surge.  
 

 



The economic consequences of this trade dispute are likely much less severe than the dominance that trade 
news coverage might suggest. Growth for companies with U.S.-dominant revenue exposure reflect the 
strength of our economy in what was supposed to be a challenging first quarter. U.S. consumers have so far 
brushed off any ramifications from tariffs or other economic headwinds. In fact, just last week the 
University of Michigan reported a surge in its’ Consumer Sentiment Index for April to the highest level in 15 
years3.  
 
We shall see if consumer sentiment changes as tariffs and inflationary impacts escalate, but as for now the 
bark has been much worse than the actual bite. Consumers, which are ~70% of the U.S. economy, remain 
optimistic and growth still easily resides in positive territory.  
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