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Market Commentary
by Scott J. Brown, Ph.D., Chief Economist
Shifting trade policy perceptions continued to drive the stock market on a day-to-day basis. Turkey is not
a large part of the global economy, but its troubles were added to concerns about emerging market
economies (EMEs) in general. The EMEs have been battered by Fed rate increases and the impact of
trade policy uncertainty on supply chains. Turkey finally took steps to stem capital outflows, and investors
were encouraged by the prospects of China returning to the bargaining table (a delegation will arrive at
the end of the week, but don’t get your hopes up).
The economic data reports were not especially market-moving. Retail sales rose a bit more than
expected in July, although June figures were revised down. Industrial production rose just 0.1%, but June
figures were revised higher. Residential construction data were mixed, but single-family permits rose and
continued to exhibit a strong year-over-year trend.
Next week, shifting trade policy perceptions will continue to matter, but the market focus will be on Fed
Chair Powell’s speech at the Kansas City Fed’s annual monetary policy symposium in Jackson Hole
(euphemistically referred to as “Fed Camp”). In the past, the Fed chair’s speech has often been a big
deal for the financial markets. Powell’s speech is entitled “Monetary Policy in a Changing Economy,”
which suggests the possibility of a change in the Fed’s current approach (the federal funds futures
market is currently pricing in about a 96% chance of a September 26 rate hike, with better-than-even
odds, about 66%, of a December 19 follow-up).

Indices
Last

Last Week

YTD return %

DJIA

25558.73

25509.23

3.40%

NASDAQ

7806.52

7891.78

13.08%

S&P 500

2840.69

2853.58

6.25%

MSCI EAFE

1922.55

1987.28

-6.25%

Russell 2000

1685.75

1690.89

9.78%

Consumer Money Rates
Last

1 year ago

Prime Rate

5.00

4.25

Fed Funds

1.91

1.16

30-year mortgage

4.64

3.95

Currencies
Last

1 year ago

Dollars per British Pound

1.272

1.287

Dollars per Euro

1.138

1.172

Japanese Yen per Dollar

110.90

109.57

Canadian Dollars per Dollar

1.316

1.268

Mexican Peso per Dollar

18.984

17.849

Commodities

Crude Oil

Last

1 year ago

65.46

47.09

Gold

1184.00

1291.60

Bond Rates
Last

1 month ago

2-year treasury

2.61

2.59

10-year treasury

2.85

2.85

10-year municipal (TEY)

3.80

3.75

Treasury Yield Curve – 08/17/2018

As of close of business 08/16/2018

S&P Sector Performance (YTD) – 08/17/2018

As of close of business 08/16/2018

Economic Calendar
August 22

August 23

August 24

—

Existing Home Sales (July)

—

FOMC Minutes (August 1)

—

Jobless Claims (week ending August 18)

—

New Home Sales (July)

—

Durable Goods Orders (July)

—

Powell Speaks (â€œMonetary Policy in a Changing
Economyâ€•)

August 28

—

CB Consumer Sentiment (August)

August 29

—

Real GDP (2Q18, 2nd estimate)

August 30

—

Personal Income and Spending (July)

September 3

—

Labor Day (markets closed)

September 7

—

Employment Report (August)

September

—

Fed Policy Decision (Powell press conference)

26
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