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Tax Reform Questions, Solid Corporate Earnings and The 
One Year Anniversary Of Trump’s Victory 

Weekly Economic Updates – November 11, 2017 

• Stocks started the week off by hitting new record 

highs on Monday and Wednesday, but then 

retreated a bit to end their streak of eight straight 

weekly gains 

• Some attribute the pullback to the release of the 

Senate’s tax reform bill while others attribute it to 

simple profit taking – but the DJIA gave back half 

a percentage point and the S&P 500 and NASDAQ each dropped two-tenths of a 

percentage point 
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• Diminishing hopes for real tax reform hurt small caps the most, because small 

caps generally stand to benefit more from faster US growth and lower tax rates 

given their domestic focus 

• Financials underperformed whereas consumer staple stocks saw solid gains for 

the week 

• Oil climbed to $57.20/barrel from $54.60 last week, partly in response to the 

arrests of numerous Saudi Arabian officials and members of the royal family – and 

rising oil prices then helped energy stocks to perform well on the week 

• Yields on US 10-year Treasury notes rose modestly, trading at 2.40% Friday 

versus 2.33% a week ago 

• Volatility, as measured by the Chicago Board Options Exchange Volatility Index, 

rose to 11.11 from 9.5 last week 

• Investors still strongly believe that the Fed will raise rates next month, with the 

CME FedWatch Tool placing the chances of a December rate hike at 100.0% 

Weekly Market Performance 

  Close Week YTD 

DJIA 22,422 -0.5% 18.5% 

S&P 500 2,582 -0.2% 15.3% 

NASDAQ 6,751 -0.2% 25.4% 

*MSCI EAFE 2,003 -0.6% 18.9% 

*Bond Index 2,034.69 -0.40% 3.20% 

10-Year Treasury Yield 2.40% 0.07% -0.04% 

*Source: Bonds represented by the Bloomberg Barclays US Aggregate Bond TR USD. This 

chart is for illustrative purposes only and does not represent the performance of any specific 

security. Past performance cannot guarantee future results. 

House and Senate Offer Different Ideas for Tax Reform 

The biggest story of the week, at least for the markets, centered around the differences in 

the tax reform proposals put forth by the House and the Senate. The key differences the 

two need to work out is the effective date of the proposed corporate tax cut from 35% to 



20%. Specifically, the Senate’s version delays corporate tax cuts until 2019 rather than 

implementing them next year. 

Tax Reform and Earnings News 

With 90% of the members of the S&P 500 Index having reported for the third quarter, 

blended earnings grew 6% versus the same quarter a year ago. Taking out insurance 

companies – which were hammered by hurricane claims – earnings rose 8.3%. And 

revenues rose 5.8% year over year. 

To see whether companies are focused on tax reform, research firm FactSet searched for 

the term “tax reform” in the conference call transcripts of the 445 S&P 500 companies 

that had conducted third quarter earnings conference calls through November 9th. Here is 

what FactSet found: 

• Of these 445 companies, 93 cited the term “tax reform” during the call. 

• This number is above the number for Q2 2017 (42) and the number for Q1 2017 

(79) through the same point in time in the earnings season. 

• However, it trails the number for Q4 2016 (125). 

Trump goes to China, Announces Trade Deals  

During the midst of President Trump’s trip to China, the White House announced that 

$250 billion in trade deals were agreed to during the President’s Beijing visit. Many critics 

noted that some of the announced deals were not really contractual obligations and some 

might have been previously agreed to, but it does appear as if some Chinese trade 

barriers were lowered. 

A Year After the Election 

Lost from most news reports was the fact that last week marked the one-year anniversary 

of the US presidential election. While Trump’s surprise victory is of course not the only 

driver of what has transpired in the markets for the past year, the facts are 

overwhelmingly positive for investors, including the facts that: 

• The S&P 500 returned 23.7% since the election, the best performance in the first 

year of a presidential term since 1989 (George H.W. Bush). 

• The market set 59 new record highs in 2017, reflecting rising investor confidence 

and earnings growth of 9.4% through the first three quarters of the year. 
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