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INCISIVE INVESTOR

WEEK IN REVIEW
TARIFF BATTLE INTENSIFIES

The Dow Jones Industrial Average on Friday 
notched a second straight all-time high, but a 
slump in megacapitalization technology and 
internet-related stocks weighed on the 
broader market, pressuring the Nasdaq.

The Dow Jones Industrial Average DJIA rose 
75.67 points, or 0.3%, to 26,732, after logging 
its first all-time high on Thursday since Jan. 26. 
However, the S&P 500 SPX edged, lower, 
closing 1.27 points to 2,929.48, a rise of less 
than 0.1%, after the broad-market benchmark 
posted its first record since Aug. 29. The 
Nasdaq Composite Index COMP which 
remains about 2% below record levels, fell 
41.28 points to 7,986.96, a decline of 0.5%.

For the week, the Dow is up 2.3% and on 
booked its biggest weekly percentage gain 
since July. The S&P 500 rose 0.9%. Both the 
Dow and the S&P recorded their second 

straight weekly gain, as well as their 10th 
positive week of the past 12. The Nasdaq 
ended with a 0.3% weekly fall.

Both the S&P and the Nasdaq have hit 
multiple records over the past few months, 
thanks in large part to the outperformance of 
technology and internet stocks. While Apple 
fueled the Dow?s advance to all-time highs on 
Thursday, this is a sector the average has less 
exposure to, a factor that has limited its gains 
until recently, when industrial stocks have 
started to lead the market.

US r ises pressure on China w it h a new 
round of  t ar if fs

The administration of US president Donald 
Trump enforced additional tariffs this week on 
a list of imports from China worth $200 billion, 
bringing the total tally of tariffed goods to 
$250 billion. President Trump threatened to 
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impose levies on an added $267 billion worth 
of Chinese goods ?  essentially tariffing all US 
imports from China ?  if the country retaliates 
against the latest duties. Markets took the 
move calmly, and showed some relief that the 
tariff rate will be 10% through the end of 2018 
before rising to 25% in 2019. China retaliated 
against Washington's move by imposing 
5%?10% duties on $60 billion in imports from 
the US, and has now placed tariffs on a total of 
$110 billion of US goods compared with total 
US exports to China of $135 billion last year. 
Given the increase in the conflict, it remains 
unclear if high-level trade talks between the 
US and China, scheduled for next week, will 
happen. 

Market s dism iss t rade wor r ies

If the mounting US-China trade battle is a 
concern for markets, it is not showing up in 
prices. The S&P 500 Index and Dow Jones 
Industrial Average both posted record highs 
on Thursday. Helping to sustain the advance 

were solid high frequency economic data, 
such as regional Fed indices, a modest decline 
in the value of the dollar and a continued drop 
in jobless claims to a fresh 49-year low. 

Nor t h Korea vows t o proceed t oward 
denuclear izat ion

North Korea declared on Wednesday ?  if the 
US takes corresponding measures ?  to take 
further steps toward denuclearization, starting 
with the permanent dismantlement of its main 
missile range and nuclear facility under the 
observation of independent observers. In 
response, US secretary of state Mike Pompeo 
said that the US was ready to resume talks 
and called on North Korea to complete its 
denuclearization by January 2021. After 
meeting in Pyongyang with North Korean 
leader Kim Jong Un, South Korean president 
Moon Jae-in called for an official end to the 
Korean War, which was halted without a peace 
treaty in 1953.

OECD scales back  view  of  global grow t h

On the back of growing concern that 
worsening trade conflicts could hinder 
confidence and investment, the Paris-based 
Organization for Economic Co-operation and 
Development (OECD) unpretentiously 
downgraded its 2018 and 2019 global 
economic growth forecasts. The OECD 
trimmed its 2018 outlook to 3.7% from 3.9% 
previously while cutting its 2019 view to 3.7% 
from 3.8%. The organization also referred to 
tightening financial conditions in newly-visible 
markets, a slowdown in global trade and 



political risks as causes for concern. 

Form er  Fed econom ist  select ed for  board of  
governors

Nellie Liang, a former US Federal Reserve 
economist who is now a senior fellow at the 
Brookings Institution, will be nominated by 
President Trump to join the central bank's 
board of governors, the White House 
announced on Wednesday. After the global 
financial crisis, while at the Fed, Liang oversaw 
its first stress test in 2009 and went on to 
create the Office of Financial Stability Policy. 

Br it ish PM May: Brexit  t alks at  st alem at e

No closer to a Brexit divorce deal with Europe, 
besieged British Prime Minister Theresa May 
returned to London after an informal summit 
with European Union leaders in Salzburg, 
Austria. Reviving fears of no-deal result, 
European Council president Donald Tusk all 
but dismissed the prime minister 's Chequers 
plan for economic cooperation, saying the 
proposal would interfere with the common 
market. On Friday, May admitted that the talks 
are unable to move and that the United 
Kingdom will continue to make preparations 
for an outcome that does not include an 
agreement.

MA JOR STOCK MOVES

Micron Technology Inc. MU shares fell 2.9% a 
day after it reported strong quarterly results, 
though it gave an outlook that was below 
expectations. The results could spark broader 
weakness in the chip space if it leads to 
concerns that the sector?s sky-high growth 
could be coming to an end. The broad 
semiconductor sector, as gauged by the 
iShares PHLX Semiconductor ETF, fell 0.3%. 

Micron is a major component of that popular 
ETF.

Among other notable names, shares of Apple 
Inc. AAPL fell 1.1%, those for Facebook Inc. FB, 
-1.86%  slumped by 1.9%, Amazon.com Inc. 
AMZN gave up 1.5%, while Google-parent 
Alphabet Inc. GOOGL GOOG fell 1.6%. All four 
had an outsize drag on the Nasdaq.

Adobe Systems Inc. ADBE agreed to buy 
software maker Marketo from a private-equity 
firm for $4.75 billion. Shares fell 2.1%.

Shares of Dow component AT&T Inc. T rose 1% 
after UBS upgraded the stock to buy.

GTx Inc. GTXI plummeted more than 92% after 
the company said its therapy intended for 
postmenopausal women with stress urinary 
incontinence didn?t meet the primary endpoint 
in a phase 2 clinical trial.

Medtronic PLC MDT said it would buy Mazor 
Robotics Ltd. MZOR for $1.64 billion. Shares of 
Medtronic gained 0.4% while U.S.-listed Mazor 
shares surged by more than 10%.

Wells Fargo & Co. WFC late Thursday said it 
would reduce jobs as part of its ?ongoing 
transformation? to address industry trends 
and changes in customer behavior. Shares 
were litt le changed. Shares of the bank rose by 
3.3%.
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You taught them how to read and how to ride a bike, but have you taught your 
children how to manage money? Click to learn more.

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

 

         

THE WEEK AHEAD
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