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Real GDP rose at a 4.1% annual rate in the advance estimate for 2Q18 (about as expected), vs. +2.2%
in 1Q18 (revised from +2.0%). Consumer spending (which accounts for 68% of GDP) rose at a 4.0%
pace (vs. +0.5% in 1Q18) – a 2.2% pace for the first half of the year. Business fixed investment rose at a
7.3% annual rate (vs. 11.5% in 1Q18), with a further strong contribution in structures (reflecting the
rebound in energy exploration) and mixed equipment spending (info-processing equipment 12.3%,
industrial equipment -5.3%, transportation equipment -1.4%). Exports (mostly agricultural) surged, adding
more than a full percentage point to the headline GDP growth figure (which is likely to unwind in the
second half of the year). Inventories rose more slowly than in 1Q18, subtracting a percentage point from
overall growth (that should reverse in the second half). Comprehensive benchmark revisions were mild
and appear to have left the headline GDP data with some residual seasonality.
President Trump met with Jean-Claude Juncker, president of the European Commission, and the two
agreed on a temporary truce in the trade conflict. That makes sense, as the November election is
approaching and tariff fallout is making front page news. However, it remains unclear whether tensions
will be settled after the election.
Next week, there are a lot of economic data releases and a Fed policy meeting, but the focus is expected
to be on the July employment figures. Seasonal adjustment can be tricky in July (due to the end of the
school year) and we may be overdue for a downside surprise in the payroll figure (focus on the threemonth average). The Federal Open Market Committee will end with no change in rates. There is no
Powell press conference (that will be a regular feature beginning in 2019) and no revised economic
projects (no new dot plot). All we’ll have to go on is the wording of the policy statement, which may
change a little.

Indices
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Last Week

YTD return %

DJIA

25527.07

25064.50

3.27%

NASDAQ

7852.18

7825.30

13.74%

S&P 500

2837.44

2804.49

6.13%

MSCI EAFE

2002.30

1970.94

-2.36%

Russell 2000

1695.36

1701.31

10.41%

Consumer Money Rates
Last

1 year ago

Prime Rate

5.00

4.25

Fed Funds

1.90

1.16

30-year mortgage

4.72

4.04

Currencies
Last

1 year ago

Dollars per British Pound

1.310

1.307

Dollars per Euro

1.163

1.168

Japanese Yen per Dollar

111.23

111.26

Canadian Dollars per Dollar

1.307

1.255

Mexican Peso per Dollar

18.626

17.725

Commodities
Last

1 year ago

Crude Oil

69.61

49.04

Gold

1235.30

1266.50

Bond Rates
Last

1 month ago

2-year treasury

2.67

2.52

10-year treasury

2.97

2.84

10-year municipal (TEY)

3.82

3.80

Treasury Yield Curve – 07/27/2018

As of close of business 07/26/2018

S&P Sector Performance (YTD) – 07/27/2018

As of close of business 07/26/2018

Economic Calendar
July 30

—

Pending Home Sales Index (June)

July 31

—

Employment Cost Index (2Q18)

—

Personal Income and Spending (June)

—

CB Consumer Confidence (July)

—

ADP Payroll Estimate (July)

—

ISM Manufacturing Index (July)

—

Fed Policy Decision (no press conference)

—

Motor Vehicle Sales (July)

August 1

August 2

—

Jobless Claims (week ending July 28)

August 3

—

Employment Report (July)

August 10

—

Consumer Price Index (July)

September 3

—

Labor Day (markets closed)

September 26

—

Fed Policy Decision (Powell press conference)
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