
U.S. stocks on Friday ended a 
holiday-shortened week solidly lower, with 
the Dow shedding more than 230 points, 
following escalating tensions in the Middle 
East and U.S. manufacturing activity that fell 
to its lowest reading in about a decade.

The Dow Jones Industrial Average DJIA shed 
233.92 points, or 0.8%, at 28,634.8. The S&P 
500 SPX fell 23 points, or 0.7%, to 3,234.85. 
The Nasdaq Composite COMP slipped 71.42 
points, or 0.8%, to 9,020.77. All three 
benchmarks finished off their lows for the 
session, however.

The decline marked the worst for the Dow 
and the S&P 500 since Dec. 3 and the 
sharpest daily slump for the Nasdaq since 
Dec. 2, according to Dow Jones Market Data.

For the week, the S&P 500 lost 0.2%, while 
the Dow shed less than 0.1%. The Nasdaq 
Composite, meanwhile, managed a weekly 
gain of 0.2%.
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US st r ikes back

A US drone strike in Baghdad early Friday 
morning killed a top Iranian general and an 
Iraqi leader of an Iranian-sponsored anti-US 
milit ia group responsible for attacks on a US 
military base and on the US embassy in 
Baghdad earlier this week. Gen. Qassem 
Soleimani was in charge of directing Iranian 
proxies in countries such as Iraq, Syria and 
Lebanon, proxies considered terrorists by the 
United States. Markets grew risk-averse on the 
news of the attack due to fears of the conflict 
strengthening and disrupting the flow of oil 
through the Strait of Hormuz, a chokepoint in 
the Persian Gulf. North Korea emerged as 
another geopolitical hotspot this week as its 
leader, Kim Jong Un, said that his country is no 
longer bound by the denuclearization 
agreement it signed with the US in Singapore 
in 2018 and may resume testing nuclear 
weapons and long-range missiles.

China increases t he f low  of  credit

The People's Bank of China rang in the New 
Year by lowering its reserve requirement ratio, 
freeing up liquidity for bank lending. The move 

is seen as a key step in loosening monetary 
policy conditions to stabilize China's growth. 
Despite rising consumer prices, due mostly to 
a rise in pork prices because of the swine 
fever epidemic, Chinese policymakers are 
focused more on the nation's growth outlook 
and job stability. However, the PBOC 
reiterated that policy will remain cautious and 
that the central bank will avoid large-scale 
liquidity injections.

Whit e House set s dat e for  t rade deal 
signat ures

The administration of US President Donald 
Trump announced this week that a signing 
ceremony has been scheduled for January 
15th at the White House to make the official 
phase one of the trade agreement negotiated 
by the US and China. President Trump also 
announced that he will travel to Beijing at a 
later date to begin negotiations on phase two 
of the accord.

Manufact ur ing gains l i t t le t ract ion

Purchasing managers' indices released this 
week show that the global manufacturing 
sector trod lightly in December, displaying 
signs of stability but few hints recovery. 
China's official manufacturing PMI was 
unchanged from November at 50.2 while the 
Eurozone PMI dipped to 46.3 from 46.9 and 
Markit 's gauge of US manufacturing edged 
down to 52.4 from 52.6. The more widely 
followed Institute for Supply Management 
measure declined to 47.2 from 48.1.
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The surge in oil prices sent airline stocks 
lower, dogged by the threat of higher fuel 
costs that could crimp their earnings. Shares 
of American Airlines Group Inc. AAL fell 5%, 
Delta Air Lines Inc. DAL dropped 1.7%, and 
United Airlines Holdings Inc. UAL shed 2.1%.

Shares of U.S. energy companies closed 
mixed, after giving up earlier gains. The SPDR 
Energy Select Sector ETF XLE closed 0.3% 
lower. Exxon Mobil Corp. XOM fell 0.8%, 
Occidental Petroleum Corp. OXY jumped 

2.4% and Marathon Oil Corp. MRO shares 
gained 0.5%.

Tesla Inc.?s stock TSLA gained 3% after the 
electric-vehicle maker reported delivery data 
that met its full-year guidance. For 2019, 
Tesla said it delivered 367,500 vehicles, 
within its guidance range of 360,000 to 
400,000 vehicles.

Incyte Corp.?s stock INCY slumped 9.4% after 
the company said a key study of an 
experimental drug failed to hit its goal.

HEADLINERS

The pace of mergers and acquisitions slowed 
in 2019 but was still the fourth-highest 
valuation total in history. Cross-border 
acquisitions declined 25% last year, a possible 
sign of increased deglobalization.

Listings of initial public offerings declined 20% 
from 2018's pace.

For the fifth straight year, more hedge funds 
closed than launched in 2019.

Private equity firms ended 2019 with $1.5 
trillion in uninvested cash on their books, a 
record amount. Along with haughty valuations, 
headwinds from Brexit and trade disruption 
may have slowed deal flow, although those 
headwinds are lessening.
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ASSET ALLOCATION  

http://www.park10financial.com/resource-center/investment/asset-allocation
http://www.park10financial.com/resource-center/investment/asset-allocation
http://www.park10financial.com/resource-center/investment/asset-allocation
http://www.park10financial.com/resource-center/investment/asset-allocation

	Newsletter 170012020: MIDDLE EAST TENSIONS ON THE RISE
	Cover
	Page 2
	Page 3
	Page 4


