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INCISIVE INVESTOR

WEEK IN REVIEW
NAFTA 2.0 IN MOTION

U.S. stocks closed sharply lower Friday as 
worries about rising interest rates 
overshadowed the September jobs report, 
which pointed to strength in the labor market 
and the broader economy.

Major equity indexes hit turbulence this week 
as Treasury yields climb to the highest level 
since 2011, forcing a broad reassessment of 
assets that are seen as risky, including stocks.

The Dow Jones Industrial Average DJIA 
slumped 180.43 points, or 0.7%, to 26,447.05. 
The S&P 500 index SPX fell 16.04 points, or 
0.6%, to 2,885.57. The Nasdaq Composite 
Index COMP dropped 91.06 points, or 1.2%, to 
7,788.45. All three had traded higher earlier in 
the session, but couldn?t hold on to gains.

For the week, the S&P 500 slid 1%, its second 
straight weekly decline. The Nasdaq declined 
3.2% and the Dow is mostly flat.

On Thursday, the Dow suffered its biggest 
one-day percentage drop since August, while 
both the S&P and the Nasdaq logged the 

biggest daily drop since late June.

US and Canada conclude re-negot iat ions 
w it h NAFTA 2.0

The US and Canada finally reached a trade 
deal, just in time for the September deadline. 
The replacement of the North American Free 
Trade Agreement (NAFTA), called the 
U.S.-Mexico-Canada Agreement (USMCA), 
includes revisions of auto manufacturing 
practices (i.e. ordering that more vehicles be 
made in North America) and fewer restrictions 
on US exports of dairy products to Canada. 
The new trade agreement alleviated some of 
the uncertainty around trade and satisfied the 
threat by the US that it might place tariffs on 
the auto exports of Mexico and Canada. The 
USMCA is expected to be signed by the end of 
November, and the US Congress is expected 
to vote on it in 2019.

US services-sect or  act ivit y at  record high

The Institute for Supply Management (ISM) 
non-manufacturing index rose to 61.6 in
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September, the highest level since 2008, 
indicating that US activity within the services 
sector is expanding. This acted as a catalyst 
for the rise of the 30-year Treasury yield to its 
highest level since late 2014, the rise of the 
10-year Treasury yield to its highest level since 
mid-2011 and the rise of the 2-year Treasury 
yield to its highest level since mid-2008; the 
30-, 10- and 2-year yields ended at 3.31%, 
3.16% and 2.86%, respectively, on Wednesday. 
also, private sector jobs rose by 230,000, with 
the services sector contributing most of the 
increase.

Sept em ber  US nonfarm  payroll weak ; 
unem ploym ent  rat e at  record low  in over  
40 years

The US nonfarm payroll rose to 134,000 in 
September, a lower level than the expected 
180,000 job increase and the smallest gain this 
year. It is possible that Hurricane Florence 
affected employment in some industries; 
however, the US Department of Labor could 
not measure the effect. Meanwhile, the 
unemployment rate fell to 3.7%, down from 
3.9% in August and the lowest since 1969. 
Wage growth increased by nearly 3% year over 
year, the fastest pace since 2009, but remains 

less impressive compared with historically 
similar periods of low unemployment.  

Senat e approves plan t o double funding for  
global inf rast ruct ure

On Wednesday, the US Senate voted on a 
measure to reauthorize the Federal Aviation 
Administration for five years in an attempt to 
fight against China's growing influence on 
major infrastructure and development 
projects. The new agency would have broad 
authority to offer countries financing options 
for such projects, which would put the US in 
competition with China. The measure came 
about in response to concerns over the scale 
of China's goals around restructuring global 
trade routes.



MA JOR STOCK MOVES

Tesla Inc. TSLA shares sank 7.1% after 
Greenlight Capital?s David Einhorn argued that 
Tesla Inc. was following the same doomed 
path as Lehman Brothers. The criticism comes 
a day after Chief Executive Elon Musk took to 
Twitter to mock the Securities and Exchange 
Commission and accuse the agency of helping 
short sellers.

Costco Wholesale Corp. COST shares dropped 
5.6% after the discount retailer late Thursday 
said it was assessing its internal control over 
its financial reporting.

Snap Inc. SNAP shares fell 0.4% a day after a 
memo from the chief executive set a goal of 
profitability for the full year of 2019. The stock 
has struggled throughout 2018, falling more 
than 47% thus far this year.

Precision Drilling Corp. PDS declined 2.9% 
after the company said it would merge with 
Trinidad Drilling in deal that values Trinidad at 
about $1.028 billion.

General Electric Co. GE late Thursday said its 
board approved an ?employment inducement 
award? for Chief Executive Officer H. Lawrence 
Culp that is contingent upon how much the 
stock appreciates under Culp?s leadership. The 
stock gained 4.1%; for the week, it is up 17%, 
its best week since March 2009.

Tilray Inc. TLRY erased earlier losses to rise 
0.9%. The Canadian-based cannabis company 
announced the pricing of $450 million in 
convertible debt late Thursday, valuing the 
company?s stock at a 15% premium. Tilray has 
been a trading favorite of late, and while the 
stock has been extremely volatile, it is up 65% 
over the past month.
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To choose a plan, it?s important to ask yourself these four key questions.

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

 

         

THE WEEK AHEAD

CHOOSING A RETIREMENT PLAN THAT FITS YOUR BUSINESS
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