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Stone’s Weekly Market Guide - Week of July 15, 2018 

 

Week in Preview:  

• While the tariffs are currently only a small economic headwind relative to the large stimulus from the tax 
cuts and increased government spending, markets will be monitoring whether the global trade conflicts 
continue to escalate. Fed chair Powell is scheduled to update the Senate on Tuesday and the House on 
Wednesday. Investors will be considering the monetary policy implications of his statements and the Fed’s 
Beige Book. The IMF updates their World Economic Outlook on Monday. 

• U.S. June retail sales should remain in growth mode, but expected to decelerate slightly to 0.5% month-
over-month. This week also provides a look at housing with June housing starts and building permits. The 
Atlanta and NY Fed estimates of 2Q GDP are at 3.896% and 2.77%. 

• 2Q earnings season continues with 60 S&P 500 companies reporting, including more financials. Last week, 
the large banks began reporting with three out of four beating earnings estimates. S&P 500 earnings and 
sales growth are expected to remain robust at 20% and 8% year-over-year respectively. With only 5% 
reporting so far: 89% and 85% of companies beat earnings and sales respectively. 

• Eurozone calendar is light with the final reading on June consumer inflation (CPI) about the only notable 
release. The U.K. reports labor market data: May weekly earnings and unemployment rate. In addition, U.K. 
June CPI and retail sales are on tap. The political battle around Brexit is likely to remain front and center. 

• Asia data: Japan has June trade data along with CPI readings. China reported 2Q GDP at 6.7% year-over-
year (Y/Y) as expected along with June retail sales and industrial production at 9.0% and 6.0% Y/Y 
respectively. President Xi’s stated GDP goal is 6.5%. Please see the Chart of the Week for more on China. 

• The central banks of Angola, Indonesia and South Africa are scheduled to meet with none expected to alter 
monetary policy rates. Pakistan met over the weekend and hiked their policy rate by 1.00% to 7.50%. 

Week in Review: 

• Despite no reported improvement in the tariff situation, the S&P 500 gained 1.5%. Small-cap stocks fell after 
an extended strong run. Developed and emerging market stocks were higher. Japanese stocks were very 
strong. The 10-year U.S. Treasury yield moved fractionally higher to 2.83% and the yield curve continued to 
flatten, again falling to the flattest level since the Great Recession. 

• Oil prices were weak with President Trump continuing to pressure OPEC for lower prices and reports he is 
considering tapping the Strategic Petroleum Reserve. Despite lower oil prices, energy stocks and MLPs 
were higher on the week. 2Q energy earnings are expected to grow by over 130% Y/Y.

Chart of the Week: Is it time to consider Chinese 
stocks? The tariff and global growth worries haunting 
Chinese stocks should pass and China will continue 
to be a force in global economic growth given its size. 
Most investors are underweight China as it currently 
comprises almost 33% of the MSCI EM (MXEF), but 
fully represented should total more than 45%. One 
issue with China is the heavy government ownership 
of certain companies, which can lead to conflicts of 
interest. WisdomTree China Ex-SOE (CXSE) removes 
companies with more than 20% government 
ownership to ameliorate this conflict risk. Disclosure: 
the author currently owns CXSE and VWO. 
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