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“Old economy stocks lead Dow to best two-week run in two years” 

It has been a bumpy ride through the first 6 weeks of the fourth quarter, but stocks gained back some ground 

last week following the midterm election results. The early takeaway being that gridlock in Congress will 

provide some stability around potential political risks. Over the past two weeks, the Dow has gained nearly 

1,300 points, outpacing the more tech-heavy S&P 500 and NASDAQ Composite indices. For the Dow, it is the 

best two-week advance since November 2016.  

“Old economy” stocks like Proctor & Gamble and Coca-Cola have been leading the charge in recent weeks as 

sentiment shifts away from tech leaders. Healthcare stocks have also been the early winners from the 

election, jumping 3.5% last week. Health care stocks are now up over 14% year-to-date, the best-performing 

sector in the S&P 500.  

Now that the election results are mostly known, the sentiment barometer will be even more tightly aligned 

with unsettled trade disputes. On Friday, President Trump’s trade advisor, Peter Navarro, gave some rather 
brash remarks which indicated concessions from the U.S. side were unlikely in a China trade agreement. 

These rather hawkish economic views come ahead of the meeting between Trump and President Xi at the G-

20 leaders’ summit at the end of November.  

In September, tariffs of 10% on $200B of Chinese products became effective. If no deal is reached by the end 

of December, these duties will increase to 25%. In response to this January increase, Beijing said it would 

impose taxes on U.S. imports worth about $60B. The two nations had already imposed tariffs on about $50B 

of each other’s goods in the July and August rounds.  

Whether using it as a scapegoat or with merit, S&P 500 companies have increasingly been referring to trade-

related issues in third quarter earnings calls, as summarized in this weekend’s Barron’s.  

 



According to a Barron’s analysis using financial platform Sentieo, S&P 500 companies have mentioned 
“supply chain” 1,271 times during third quarter conference calls, a 55% jump from the quarter’s previous 
five-year average1. 
 
If these trade disputes end up getting resolved before the end of the year or shortly thereafter, we would 
expect a strong sentiment rebound for stocks. If not, 2019 could be a year in which growth is restricted 
with many companies restructuring supply chains to navigate the tariff headwinds.  
 
This looming uncertainty around global growth, along with late-cycle actions from the Fed are two likely 
reasons why blue chip stocks have come back into favor with investors. Along with the two 10% 
corrections in the market we have seen this year, investors are becoming more willing to pay a premium 
for stable, quality growth with a little less sizzle.   
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1. https://www.barrons.com/articles/as-tariffs-hit-supply-chains-become-a-hot-topic-for-investors-1541851200 
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