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INCISIVE INVESTOR

WEEK IN REVIEW
SOME PROGRESS AND SOME STALEMATES

The S&P 500 posted its best quarter since the 
end of 2013 as stocks closed mostly 
unchanged for the session on Friday after 
economic data painted a mixed picture of the 
economy.

The Dow Jones Industrial Average DJIA, +0.07% 
rose 18.38 points to 26,458.31, while the S&P 
500 SPX, +0.00% edged 0.02 point lower to 
2,913.98 and the Nasdaq Composite Index 
COMP, +0.05% edged up 4.38 points to 
8,046.35.

In the third quarter, the S&P 500 rose more 
than 7% and the Dow advanced 9% with both 
indexes rising in 11 of the past 12 quarters. 
The Nasdaq gained more than 7% over the 
quarter, and is up for its ninth straight 
quarter.

US rem ain in conf l ict  over  t rade w it h China, 
Canada

It was a busy week on the trade front. The 

United States signed an updated free trade 
agreement with South Korea, and Japan and 
the US have agreed to begin formal 
negotiations on a two-sided trade agreement. 
The US has agreed not to place tariffs on 
Japanese auto exports to the US while talks 
are ongoing. The administration of US 
president Donald Trump may publish the text 
of the proposed trade deal with Mexico as 
early as today, starting the clock for 
congressional approval. Canada and the US 
remain in disagreement over a renegotiated 
NAFTA (North American Free Trade 
Agreement), but the US has left the door open 
for Canada to join the agreement later this 
year. The trade standoff with China 
perseveres, and relations have perhaps 
worsened after President Trump accused the 
Chinese government of interfering with the 
upcoming US midterm congressional 
elections.

Review  of  t he week ended Sept em ber  28, 2018

- US and Sout h Korea agree on t rade am id m ixed pict ure
- Fed hikes rat e 25 basis point s
- US consum er  conf idence grows
- MSCI proposes upping China A-shares
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Fed hikes rat es for  t he eight h t im e t h is 
cycle

As widely projected, the US Federal Reserve 
raised the federal funds target to a range of 
between 2.00% and 2.25%, the eighth hike 
since the tightening cycle began in December 
2015. The Fed is expected to maintain its 
gradual pace of tightening, with Federal Open 
Market Committee members signifying they 
anticipate hiking once more in 2018 and three 
times in 2019. Fed chairman Jerome Powell 
described the US economy as strong, with 
growth running at a healthy clip, 
unemployment low, wages rising and inflation 
low and stable.

US consum er  conf idence reaches 18-year  
high

The Conference Board's US consumer 
confidence index swelled to near record highs 
in September, rising to 138.4 from 134.7 in 
August. That brings the measure close to its 
historic high of 144.7, set in May 2000. So far, 
rising interest rates and a US?China trade war 
have done litt le to dampen animal spirits 
among consumers. However, business 
confidence appears to be cooling as a recent 

Business Roundtable survey of CEOs showed 
that investment and hiring plans are 
beginning to be trimmed from higher levels 
amid global trade tensions.

MSCI m ay increase China A-Shares in EM 
index

Index provider MSCI has proposed increasing 
the inclusion factor on China A-shares in its 
Emerging Markets Index ?  shares that are 
denominated in local currency and trade on 
the Shanghai or Shenzhen exchanges ?  to 
20% from the present 5%. If adopted, the 
inclusion would unfold in two phases, in May 
and August of next year. A-shares would make 
up 3.4% of the index, up from the present 
0.71%.

US consum er  credit wor t hiness set  record

The average credit score in the US reached a 
record 704 on a scale of 350 to 850, according 
to FICO, the developer of one of the most 
commonly used credit scores by banks and 
other lenders. By way of comparison, the 
average score dropped to 686 during the 
global financial crisis, according to FICO.



MA JOR STOCK MOVES

Shares of Tesla Inc. TSLA sank 14%, it worst 
daily drop since Nov. 6, 2013, after the 
Securities and Exchange Commission sued 
Elon Musk, the electric-car maker?s chairman 
and chief executive officer. The SEC is alleging 
that Musk misled investors when he tweeted 
that he was considering taking the company 
private, and it is seeking to ban him from 
serving in his role of CEO.

While Tesla has a limited impact on the 
broader indexes ?  it isn?t a component of the 
S&P 500 ?  it is sometimes seen as a proxy for 
high-risk and high-growth stocks, a segment of 
the market that have been fueling the 
market?s gains in 2018.

Facebook Inc. FB shares declined 2.6% after 
the social media company said it recently 
found a security vulnerability that affected 
nearly 50 million accounts. This flaw allowed 
hackers to steal Facebook access tokens which 
could be used to hijack people?s accounts, said 
the company.

J.C. Penney Co. shares JCP fell 4.1% after the 
retailer said that Chief Financial Officer Jeffrey 
Davis was resigning, effective Oct. 1.

BlackBerry shares BB rallied 12% after 
second-quarter results.

Shares of Applied Optoelectronics Inc. AAOI 
skidded 13% after the company cut its 
third-quarter revenue outlook.
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Investors who put off important investment decisions may face potential 
consequence to their future financial security. Click to learn more.

                                                                                                                   -Randall Fielder 

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

 

         

THE WEEK AHEAD

A DECISION NOT MADE IS STILL A DECISION
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