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U.S. stocks closed lower Friday, giving up 
earlier gains following a report that said 
Federal Reserve officials would cut interest 
rates by a quarter percentage point rate cut 
at the end of the month, rather than a 
half-point move, and after Iran said it seized 
a British-flagged oil tanker in the Strait of 
Hormuz.

The S&P 500 index rose back above 3,000 
level in early trade, but all three 
benchmarks logged the biggest weekly 
decline since the end of May.

The Dow Jones Industrial Average DJIA 
ended down 68 points 27,154 and the S&P 
500 index SPX was off 18 points at 2,976 
while the Nasdaq Composite Index COMP 

lost 60 points to 8,146.
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recommendation to buy or sell or an indication of trading intent on behalf of anyone associated with Park 10 Financial, LLC. Information 
contained in this newsletter is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. 

Fed com m ent s increase expect at ions of  
larger  rat e cut

Comments made Thursday by the president of 
the Federal Reserve Bank of New York and the 
vice chairman of the Federal Reserve Board 
raised expectations that the Central Bank will 
cut rates aggressively at its meeting at the end 
of July. New York Fed chief John Williams said 
that policymakers need to act quickly to ease 
policy as economic growth slows, saying, "It 's 
better to take preventative measures than to 
wait for disaster to unfold." Vice Chairman 
Richard Clarida later echoed Williams' 
statements, saying cutting interest rates 
quickly is a good strategy. After the comments, 
the chance of a 50-basis-point rate cut this 
month increased to 70%, based on futures 
markets. The New York Fed issued a statement 
late on Thursday to calm speculation, saying 
Williams' remarks were academic in nature 
and not meant to address the present 
situation. As of this writing, futures markets 
are fully pricing in a 25 basis point rate cut and 
a 41% probability of a 50 basis point cut on 
July 31st.

Advancem ent  achieved in aver t ing US debt  
l im it  

With the United States government projected 
to run out of cash in early September and 
Congress about to recess for the month of 
August, time is running out for congressional 
Democrats and the White House to reach an 
agreement that would raise the nation's 
statutory debt cap while funding the 
government for the next two years. However, 
US Secretary of the Treasury Steven Mnuchin 
said that he and Speaker of the House of 
Representatives Nancy Pelosi, as well as 
Senate Majority Leader Mitch McConnell, 
reached an agreement late this week on 
topline spending levels for the next two years. 
Nonetheless, offsets to increase discretionary 
spending meant to limit the growth of the 
federal budget deficit still need to be worked 
out. Both sides hope to reach a final 
agreement today.

European Com m ission approves new 
President

The European Parliament narrowly approved 
former German Defense Minister Ursula von 
der Leyen as president of the European 
Commission this week. Also this week, 
Christine Lagarde, the managing director of 
the International Monetary Fund, resigned her 
post, effective September 12th, to prepare for 
her confirmation as president of the European 
Central Bank. If confirmed, Lagarde would 
succeed ECB President Mario Draghi on 
November 1st.
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Trade t alks rem ain st alled

Trade negotiations between the US and China 
were held by conference call this week but no 
plans for a face-to-face meeting have been 
announced. The two sides remain far apart as 
the US pushes back against China's 
state-capitalism model and China works to 
maintain access to the US market for 
companies with close ties to its military. With 
the 2020 election season forthcoming, hopes 
are fading that a complete and thorough 
agreement can be struck before the 
presidential campaign begins in earnest. US 
President Donald Trump this week said that 
there is a long way to go in securing a deal 
with China and that the US could impose 
tariffs on an additional $325 billion in Chinese 
exports to the US.

Q2 grow t h slows in China

The Chinese economy grew at a 6.2% annual 
pace in the second quarter, the slowest in 27 
years and down from the 6.4% pace posted in 
the first quarter. On a brighter note, June data 
released this week showed increases in retail 
sales, industrial production and fixed asset 
investment.

Vot ers set  t o block  Par l iam ent  suspension

The British Parliament voted today to block 
any possibility that presumptive British Prime 
Minister Boris Johnson could suspend 
parliament in the days leading up to the 
October 31st Article 50 deadline for the United 
Kingdom to leave the European Union. 
Johnson was said to have carefully considered 
a plan to delay Parliament to keep it from 
blocking a no-deal outcome. He is expected to 
be announced as the winner of the 

Conservative Party leadership contest on 
Tuesday and is thought to be encouraging the 
possibility of a no-deal result in order to 
pressure the European Union into 
renegotiating the Withdrawal Agreement, a 
pact that Parliament voted down three times 
during Theresa May's tenure.

Several m arket  cent ral banks cut  rat es

With the US Federal Reserve and European 
Central Bank expected to cut rates in the 
coming weeks, the Bank of Korea surprised 
markets on Thursday by cutting its repo rate 
for the first time in three years, by a quarter of 
a point to 1.50%. The bank also lowered its 
inflation forecast to just 0.7%, miles short of 
its 2% target, referring to Japanese export 
restrictions as a new economic headwind. 
Central banks in Indonesia and South Africa 
cut rates as well amid declines in economic 
growth.

EARNINGS NEWS

With 15% of the constituents of the S&P 500 
Index having reported for Q2 2019, blended 
earnings per share, which combines reported 
data with estimates for those who have yet to 
report, shows that earnings growth is running 
at a -2% year-over-year pace while revenues 
are seen rising 3.8% compared with the same 
quarter a year ago, according to FactSet 
Research. One strategist notes that while 
results so far this earnings season are running 
slightly ahead of forecasts, many companies 
are warning of slowing economic growth and 
the negative impacts of tariffs on their 
businesses.
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Headliners

The Fed's Beige Book showed that the US 
economy is growing modestly and that the 
outlook is generally positive for the coming 
months despite the negative impact of 
trade-related doubt.

US June retail sales exceeded expectations, 
expanding 0.4% month over month against 
expectations for a 0.2% rise while industrial 
production was flat in June.

Japanese exports dropped 6.7% in June, led by 
slower sales to China.

UK retail sales jumped 1% in June against 
expectations of a month-over-month decline. 
Data show that consumer demand remains 

strong and healthy despite the growing risk of 
a disorderly Brexit.

Discord is growing within the fragile Italian 
governing coalition, with the League voting 
against von der Leyen for European 
Commission president and the Five Star 
Movement voting for her. 

Iran seized a ship with a crew of 12 in the 
Strait of Hormuz, claiming it was smuggling 
fuel.

Japanese core inflation slipped to just 0.6% 
year over year in June, the lowest level in two 
years, raising expectations that the Bank of 
Japan could move to further reduce monetary 
policy as early as this month.

Boeing Co.?s stock BA, +0.01% was in focus 
after the aeronautics and defense contractor 
said it would take a $4.9 billion 
second-quarter charge related to its 737 Max 
groundings.

BlackRock Inc. BLK, -0.40% reported 
second-quarter earnings and revenue that 
fell below expectations, as the investment 
management and advisory company said it 
had lower base fees as a result of lower 

securities and lending revenue and lower 
performance fees.

Shares of American Express Co. AXP, +0.07% 
fell after the payment-processing company 
reported second-quarter earnings and 
revenue that slightly surpassed expectations. 
The stock has rallied 33.2% year-to-date.

Shares of Schlumberger NV SLB, -0.18% fell 
after the oil services company reported 
second-quarter revenue that beat 
expectations and revenue that was in line 
and announced that CEO Paal Kibsgaard will 
retire and step down as chairman of the 
board.



INCISIVE INVESTOR
PAGE 5

 

         

THE WEEK AHEAD

Preparing for college means setting goals, staying focused, and tackling a few key 
milestones along the way. Click to read more.

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

COUNTDOWN TO COLLEGE

http://www.park10financial.com/resource-center/lifestyle/countdown-to-college
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