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U.S. stocks closed lower Friday, for the first 
weekly decline in a month, as investors 
looked beyond a litany of central-bank 
decisions of the past week and focused on 
the state of China-U.S. trade talks.

U.S. stocks turned lower in afternoon trade, 
dragged lower by the technology sector XLK 
and consumer discretionary shares XLY 
after a report that a Chinese delegation had 
canceled plans to visit farms in Montana as 
a part of its negotiations with the U.S. 
delegation.

Traders were also on the watch for any 
effects of ?quadruple witching day? on Wall 
Street, the simultaneous quarterly 
expiration of stock-index futures contracts, 
single-stock futures, and options on 
stock-index futures and individual stocks, 

which often spurs higher volumes.

The Dow Jones Industrial Average DJIA sank 
160.60 points, or 0.59%, at 26,934.19, the 
S&P 500 index SPX declined 14.89 points, or 
0.5%, to 2,991.90, while the Nasdaq 
Composite Index COMP fell 65.20 points to 
reach 8,117.67, a decline of 0.8%.
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contained in this newsletter is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. 

Fed cut s rat es w it h m ore ant icipat ed

An unusually divided Federal Open Market 
Committee cut its target rate a quarter point 
to between 1.75% and 2% this week and left 
the door open to additional cuts. Two 
members of the committee opposed, arguing 
rates should be left unchanged. One member 
voted for a deeper, half-point cut. US Federal 
Reserve Chairman Jerome Powell offered litt le 
clear guidance on future policy moves, though 
the committee's statement retained language 
used to signal openness to additional cuts. 
Perhaps most notably, Powell dismissed the 
idea that the Fed might send out and use 
negative interest rates if rates fell to the 
effective lower bound.

US funding m arket  expect s st rains

Some of factors combined to create stress 
within US money markets this week, causing 
the Fed to add liquidity for the first time in 
over a decade. The convergence this week of a 
quarterly corporate tax date and the 
settlement of several large Treasury auctions 
at midweek pushed overnight interest rates 
well above the Fed's target range, prompting 
the central bank to add billions of dollars in 
liquidity to the system on Tuesday, Wednesday 
and Thursday. The Wall Street Journal 
reported on Friday that the FOMC may 
contemplate modestly expanding the Fed's 
balance sheet again in order to provide more 

liquidity to the system.

US-China t rade discussions resum e

Negotiators from the United States and China 
meet face to face this week for the first time in 
two months, in Washington, to prepare for a 
high-level meeting in October. Markets 
continue to anticipate an interim deal, with 
perhaps the US freezing or rolling back some 
tariffs and offering some relief on the US's ban 
on technology sales to China's Huawei in 
exchange for China resuming purchases of US 
agricultural and energy products.

Global grow t h cont inues t o slow

Industrial production in China rose at the 
slowest pace in 17 years, growing 4.4% in 
August, down from July's 4.8% pace, while 
retail sales increased at a 
slower-than-expected pace also, rising 7.5% 
versus 7.6% the month prior. Premier Li 
Keqiang recognized it would be problematic 
for China's economy to continue to grow at 6% 
or more. Particular weakness in China and 
Europe prompted the OECD to downgrade its 
2019 worldwide growth forecast to 2.9% from 
an earlier 3.2% estimate, the slowest pace 
since the global financial crisis, while the 
Business Roundtable cut its US growth 
projection to 2.3% this year from its prior 2.6% 
outlook.
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HEADLINERS

Saudi Arabia's oil minister says crude 
production will be fully restored by the end of 
September after major infrastructure was 
damaged last weekend by missile and drone 
strikes that the Kingdom blames on Iran.

US industrial production jumped a 
much-stronger-than-expected 0.6% in August. 
Capacity use rose also.

Former Italian Prime Minister Matteo Renzi 
announced he is leaving the Democratic Party 

to form his own movement. Renzi says he will 
continue to support the new government.

Spain is headed to polls for the fourth time in 
four years as the Socialists, the leading vote 
getters in April's vote, were unable to form a 
government. The election is expected to occur 
on November 10th. Markets have been calm 
given minimal anti-EU sentiment in Spain.

Officials say a limited Japan-US trade deal is on 
pace to be completed this month.

Apple Inc. AAPL shares were up 0.2% Friday 
morning, as the new iPhone 11 goes on sale 
for the first time in stores. J.P. Morgan 
analyst Samik Chatterjee said that healthy 
preorders for the product indicates a 
?robust? trend for iPhone revenue. The gains 
led Apple to reclaim a trillion-dollar valuation 
during early Friday trade.

Netflix Inc. NFLX stock fell 5.9%, putting it on 
track for its third consecutive loss, after 
falling 2.4% and 1.7% Wednesday and 
Thursday, respectively. CEO Reed Hastings 
warned investors at a conference Friday that 
?While we?ve been competing with many 
people in the last decade, it?s a whole new 
world starting in November . . . It?ll be tough 
competition.?

Shares of McDermott International Inc. MDR 
soared 68% Friday morning, after the 
energy-services company said it was 
exploring a sale of its Lummus Technology 
business, which has been valued at $2.5 
billion. McDermott?s market cap sat at 287.1 
million as of Thursday?s close. The stock 
plummeted 73% week-to-Thursday?s close 
over concerns that the firm was considering 
bankruptcy.

Shares of Roku ROKU slid about 20% after a 
research analyst distributed a note asking if 
the streaming-device maker was ?broken.? 
That follows a string of bad headlines for the 
company, and brings its two-week decline to 
over one-third of its September 6 record 
high.
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THE WEEK AHEAD

Help your college-bound child explore scholarships, grants, and more.  Please 
review this article on paying for higher education. 

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