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WEEK IN REVIEW
STOCKS REBOUND FROM LOWS TO CLOSE MOSTLY HIGHER

Review  of  t he week ended February 8, 2019

- Eurozone and UK lowers grow t h out look
- Trum p-Xi m eet ing not  expect ed before March 1st  deadline
- May m akes m inim al progress on Brexit  in Brussels
- Trum p conf irm s plans t o m eet  w it h Nor t h Korea's Kim
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U.S. stocks bounced off intraday lows to 
close mostly higher Friday as late afternoon 
buying offset pressure from lingering fears 
over U.S-China trade tensions.

The Dow Jones Industrial Average bucked 
the trend to finish the session weaker but 
posted weekly gains, extending its winning 
streak for a seventh week, highlighting the 
underlying strength in the market.

The Dow DJIA fell 63.20 points, or 0.3%, to 
25,106.33, adding 0.2% for the week. The 
S&P 500 index SPX rose 1.83 points to 
2,707.88 and the Nasdaq Composite Index

COMP gained 9.85 points, or 0.1%, to 
7,298.20.

For the week, the S&P 500 edged up 0.1% 
and the Nasdaq advanced 0.5%.
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European grow t h forecast s cut

Eurozone policymakers expect economic 
growth to slow to a 1.3% annual rate in 2019, 
down from their latest forecast of 1.9%. 
Slowing demand from China is receiving the 
majority of the blame for the slowing down in 
growth. In the United Kingdom, doubt over 
Brexit is the perpetrator, according to Bank of 
England Governor Mark Carney. The governor 
warned that the risks of a no-deal Brexit have 
increased and that if that development occurs, 
the United Kingdom's economy is likely to fall 
into recession. The BOE cut its 2019 growth 
forecast to 1.2% from an earlier 1.7% outlook.

Trade deal opt im ism  waning

Markets have been boosted of late by hopes 
that the US and China will reach at least a 
partial deal to end their standoff on trade. 
Those hopes faded a bit late in the week on 
word that US president Donald Trump and 
Chinese president Xi Jinping are not likely to 
meet when Trump is in Asia later this month 
to meet with North Korea's Kim Jong Un. It is 
thought that the leaders will only meet if a 
deal is close to being finalized. Anyway, US 
negotiators Robert Lighthizer and Steven 
Mnuchin are heading to Beijing next week to 
continue talks, so there is still t ime to pull a 
deal together or extend the discussion 
window beyond the March 1st deadline set by 
the US, hence avoiding generating a hike in US 

tariff rates from 10% to 25%. White House 
economic adviser Larry Kudlow said on 
Thursday that there is still a pretty substantial 
distance in the position of the two sides as 
they strive to reach an agreement. Turning to 
Europe, fears are growing that the US and the 
EU will reach a standoff on autos, a major 
European export to the US, since the EU 
refuses to negotiate the opening of its 
agricultural market to the US. On February 
17th, the US Department of Commerce is 
expected to deliver a report on the national 
security implications of US auto imports. The 
president would then have 90 days in which to 
take action.

UK w il l  l ikely need Brexit  ext ension

With negotiations between the United 
Kingdom and European Union dragging on,
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it now appears unlikely that the two sides can 
reach an agreement that can be approved by 
the British Parliament by March 29th, if at all. 
While EU negotiators have publicly stated that 
there will be no renegotiation of the 
withdrawal agreement, there were reports this 
week that the EU may offer the UK political 
promises ?  missing the force of law ?  that it 
will offer an in-depth proposal for a 
technological solution to the Irish border 
deadlock, although it is thought that such a 
plan would be problematic to pass in 
Parliament. Tensions flared between the two 
sides this week when European Council 
president Donald Tusk said that there is "a 
special place in hell" for British politicians who 
campaigned for Brexit without a plan.

Trum p, Kim  t o unit e in Viet nam

US president Donald Trump announced 
Tuesday during his annual State of the Union 

address that he plans to meet with North 
Korean leader Kim Jong Un in Vietnam 
beginning February 27th. In the speech, 
Trump welcomed North Korea's termination of 
nuclear weapons and missile tests, as well as 
the return of US hostages held by North 
Korea, but said much work remains to be 
done.

Fed's Powell: US econom y in good st anding

Fed chairman Jerome Powell said this week 
that the economy remains in a good place and 
has proved strong to shocks such as Brexit, 
referring to low unemployment and inflation 
that is close to the Fed's 2% target. Earlier in 
the week, Powell, Fed vice chairman Richard 
Clarida and Secretary of the Treasury Steven 
Mnuchin joined President Trump for dinner at 
the White House, where they discussed recent 
economic developments and the outlook for 
growth, employment and inflation. The Fed 
issued a press release after the dinner saying 
that Powell's comments at the dinner were 
consistent with his statements at his press 
conference last week.

Im provem ent  repor t ed on US governm ent  
funding

Lawmakers are making progress toward 
funding the portion of the US government that 
has not yet received appropriations for the 
rest of the fiscal year, the Wall Street Journal 
reported on Thursday. A physical obstacle 
along parts of the US southern border is 
included in the package. An agreement may 
come together as early as this weekend, the 
paper reported.
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Hasbro Inc. HAS shares declined 1% after the 
toy maker missed fourth-quarter profit and 
revenue expectations. Rival toy maker Mattel 
Inc. MAT shares were up 23% after beating 
Wall Street revenue and earnings forecasts.

Shares of Arconic Inc. ARNC fell 3.3% after 
the maker of aluminum products beat 
earnings estimates for the fourth quarter 

and said it would reorganize its portfolio and 
spin off a business.

Shares of Skechers USA Inc. SKX jumped 15% 
as analysts cheered better-than-expected 
earnings released late Thursday.

Expedia Group Inc. EXPE shares climbed 2.3% 
after delivering an upbeat forecast.

Shares of Coty Inc. COTY surged 32% after 
the cosmetics giant topped earnings 
forecasts.

EARNINGS NEWS

With 66% of the constituents of the S&P 500 
Index having reported for Q4 2018, blended 
earnings per share, which combines reported 
data with approximations for those who have 

yet to report, shows that earnings growth is 
running at a 13.3% year over year pace while 
revenues are seen rising 6.9% compared with 
the same quarter a year ago, according to 
FactSet Research.
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THE WEEK AHEAD

Understanding how capital gains are taxed may help you refine your investment 
strategies. Click to learn how.

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

A TAXING STORY: CAPITAL GAINS AND LOSSES
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