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Stone’s Weekly Market Guide - Week of June 24, 2018 

 

Week in Preview:  

• Geopolitics: Global trade spats likely to continue to hit the headlines. Tariffs between the U.S. and China 
are set to begin on July 6. The U.S. and European Union (E.U.) are trading threats around auto tariffs. The 
E.U. summit has a busy calendar focusing on trade disputes, E.U. immigration and Brexit. 

• The Fed releases part two of the bank stress tests on Thursday after part one showed U.S. banks having a 
strong capital position as widely anticipated. Part two is crucial for investors, since it focuses on capital plan 
approvals for additional dividends and stock buybacks. 

• U.S. calendar is busy with the highlights likely to be May durable goods orders along with personal income 
and spending. The third reading of 1Q GDP should hold steady at 2.2%. All signs continue to point to strong 
growth in 2Q. The Atlanta and NY Fed estimates of 2Q GDP are robust at 4.709% and 2.87% respectively. 

• Eurozone has June consumer inflation (CPI) with the headline reading likely rising to 2% and core retreating 
to 1.0% year-over-year. The European Central Bank (ECB) releases its economic bulletin on Thursday with 
updated economic estimates. 

• Asia data: Japan reports May retail sales and employment data. China releases June PMI data after the 
close on Friday with the levels expected to be similar to May readings. 

• Last trading week of 2Q, so investors should expect some extra volatility as managers shift positions. 
• The central banks of the Czech Republic, New Zealand, Guatemala, Indonesia, Egypt, Bulgaria, Colombia, 

Trinidad & Tobago and Dominican Republic are scheduled to meet with Indonesia likely to raise rates by 
0.25%. The rupiah has been very weak this year and the hike will be an attempt to bolster its fortunes. 

Week in Review: 

• OPEC boosted production limits as widely expected, but the total amount of the increase was unclear. Oil 
prices were well higher after the announcement and posted gains for the week. 

• Investors got a read on the momentum of the global economy with June manufacturing PMIs: U.S. fell to 
54.6, while Europe fell to 55.0 and Japan rose slightly to 53.1. Europe continues to lose some momentum. 
The U.S. reading was below expectations, so the ISM PMI release on July 2 will be of more interest. All 
measures remain well above any threat of recession. 

• The S&P 500 was lower with small-cap stocks continuing to outperform. Developed international stocks were 
lower, while emerging market stocks were punished. The 10-year U.S. Treasury yield moved lower to 2.9% 
and flattening the yield curve to the lowest level since the Great Recession. 

Chart of the Week: Should commodities be part of 
your asset allocation? Stocks and bonds remain very 
highly correlated (see chart) and it is a good bet that 
higher yields (lower bond prices) may weigh on 
stocks at some point. As noted in a recent study, 
commodities futures since 1877 have provided 
positive returns and performed well in periods of 
inflation shocks and economic expansion. Bottom 
line: the addition of commodity exposure could 
benefit a diversified portfolio. Keep in mind that the 
S&P GSCI commodity index is heavily weighed to 
energy. Disclosure: the author currently owns iShares 
S&P GSCI Commodity-Indexed Trust (GSG).  

https://www.cfapubs.org/doi/abs/10.2469/faj.v74.n2.4
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