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U.S. markets con nue to push higher in July as investors gear up for second quarter earnings releases.  The Dow Jones Industrial 

Average rose 2.7%, the S&P 500 rose 2.1%, and the NASDAQ Composite rose 3.4%.  As countries in Europe con nue to rebound 

from the economic crisis, interna onal equi es have also surged this year.  During the last week of the month, developed markets 

rose 0.36%, while emerging markets added 0.28% (as grouped by Morgan Stanley Capital Indexes).   
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The U.S. created an impressive 209,000 new jobs in July, keeping the unemployment rate at a 16‐year low of 4.3%, according to the 

Bureau of Labor Sta s cs.  Economists were expec ng only a net 183,000 new jobs created.  The more encompassing U‐6          

unemployment rate (which includes discouraged workers and the underemployed) remained unchanged at 8.6%.  The number of 

employed Americans hit a new high of 153.5 million, li ing the employment‐to‐popula on ra o up to 60.2%.  Analysts universally 

praised the report.  David Berson, chief economist at Na onwide stated, “This is an unambiguously posi ve jobs report, as it         

suggests that consumers will have the wherewithal to increase spending (with solid job gains and faster wage growth) and that 

infla on may be slowly pushed higher by ghter labor and product markets.”  Professional firms, health‐care providers, and             

restaurants accounted for the bulk of the new jobs.  In the details, however, one ugly fact was revealed: job crea on was largely 

from part‐ me jobs, which gained 393,000 posi ons.  Full‐ me posi ons actually fell by 54,000.1  

Source: FactSet, U.S. Dept. of Labor. As of Aug. 4, 2017.2 

U.S. Unemployment Rate (percent) 



July 11th was the 3rd annual “Amazon 

Prime Day” which  smashed last 

year’s sales record by more than 60% 

and now stands as the biggest sales 

day in Amazon’s en re history.  Even 

more remarkable, as research firm 

Morningstar points out, is that the 

number of households with Amazon 

Prime video streaming is nearing the 

total number of homes with cable or 

satellite TV.  Amazon doesn’t disclose 

the number of Prime members, but 

according to es mates from 

Morningstar, nearly 79 million 

households now have an Amazon 

Prime membership, up from 66 

million at the end of 2016.  This 

compares to a projected 90 million 

households that pay for cable or 

satellite TV.  Amazon said they had 

more new members joining the Prime 

subscrip on service on Prime Day 

than any other single day in history. 1   
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U.S. Economic Outlook 

An indicator of future home sales rebounded in July a er three months of declines.  The Na onal Associa on of Realtors (NAR) 

pending home sales index rose 1.5% to 110.2, whereas economists had expected only a 0.9% increase.  The index forecasts future 

sales by tracking real estate transac ons in which a contract has been signed but the deal has not yet closed.  Supply con nues to 

be the biggest factor affec ng the exis ng home sale market, says NAR.  Total inventory was down 7.1% from the same me a 

year ago, and at the current sales rate there is only a 4.3 month supply of homes on the market.  Zillow’s Chief Economist Svenja 

Gudell said, “It’s difficult to sell homes when there are so few available to buy, and the chronic inventory shortage the market has 

been suffering from — bordering on an inventory crisis at this point — is now more than two years old.”  The supply imbalance 

con nues to push prices higher.  The median sales price was $263,800, a 6.5% increase compared with the same me last year.  

That sets a fresh record and marks the 64th consecu ve month of yearly price gains.  Of concern to economists, housing prices 

are growing at roughly double the pace of wage gains and thus the rate of price growth is unsustainable. 

NAR Chief Economist Lawrence Yun wrote, “The first half of 2017 ended with a nearly iden cal number of contract signings as 

one year ago, even as the economy added 2.2 million net new jobs.”  Yun is forecas ng a 2.6% increase in sales of previously 

owned homes this year compared to last year.1 

 

Source: W.E.S. & Co, LLC 
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U.S. Intermediate Term Asset Class Rankings   
  

Major Asset Classes 
Rank as of
June 30, 
2017 

Rank as of
July 31, 
 2017 

 Healthcare 1 1

 Nasdaq 100 2 2

Technology 4 3

LargeCap Growth 3 4

Emerging Markets 7 5

Developed Int’l Markets 6 6

LargeCap Blend 8 7

Dow 30 5 8

Basic Materials 20 9

Financial 13 10

MidCap Growth 14 11

US Market Average  Russell 3000 Index 15 12
 

 Industrial 10 13

 Real Estate 12 14

 SmallCap Blend 16 15

 SmallCap Growth 17 16

 Utilities 11 17

 Consumer Non‐Cyclical 9 18

 Consumer Cyclical 19 19

CASH (1‐3 mo T‐Bills) 18 20

LargeCap Value 21 21

SmallCap Value 22 22

MidCap Value 24 23

 MidCap Blend 23 24
 Telecom 25 25
 Energy 26 26

 
 
 

Above 
Average 

 

Below 
Average 
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Irish Prime Minister Leo Varadkar stated he wants free movement of people, goods, and services between the UK 

and Ireland a er Brexit.  Speaking on his first official visit to Northern Ireland, Mr. Varadkar said “I do not want an 

economic border”, and that it was me to talk “meaningfully” about a solu on that would “work for all of us.”  

Acknowledging the advocates of a so‐called “hard Brexit”, the prime minister said that the onus for the proposals for 

trade and commerce is on the UK.  "They have already had 14 months to do so, which should have been ample me 

to come with detailed proposals.  But if they cannot, and I believe they cannot, then we can start to talk 

meaningfully about solu ons that might work for all of us," he said. 

On Europe’s mainland, the newly‐elected French President Emmanuel Macron has sparked some tension with Italy 

over the sale of the large French shipyard STX.  Rome had agreed to buy a majority stake in the venture, but 

President Emmanuel Macron wants shared control.  Under former French President Francois Hollande, France has 

agreed to sell a controlling stake in STX to Italy’s Fincan eri, a firm owned by the Italian government.  The 

agreement, in principle, said that Fincan eri would acquire 66.66% of the share capital of STX France.  But Macron 

decided to review the deal, and subsequently announced that he was ready to cancel the agreement and 

temporarily na onalize the shipyard.  The shipyard, in the western port of Saint‐Nazaire, has turned out some of the 

world's biggest cruise liners and – importantly ‐ also builds warships. 

In Asia, analysts expect China to report a string of economic reports showing steady growth.  Although good news 

for China, analysts expect the reports have the poten al to trigger increased trade fric on with the United States.  

China is expected to report another strong month of exports for July according to a poll of analysts.  China’s exports 

are seen rising 10.9% year‐over‐year, while imports are expected to increase 16.6%.  China’s trade surplus was at 

$46.08 billion last month, the second highest reading of the year.  However, what may spark some discord with 

Washington is that the trade surplus with the United States actually rose 6.5% in the first half of the year to $117.5 

billion.  Yang Zhao, chief China economist at Nomura said, “We see a bumpy road ahead for the trade rela onship 

between the two countries.”1 

Interna onal Economic News 
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The Federal Reserve said that a shortage of qualified workers in the U.S. has “limited” hiring and that companies 

don’t appear to be raising wages to a ract jobseekers.  The remarks came from the Federal Reserve’s so‐called 

“Beige Book” ‐ its regular survey of business condi ons around the country.  The report said economic growth was 

“slight to moderate” from late May through June—slightly less upbeat compared to May’s report.  The ultra‐ ght 

labor market with unemployment near a 16‐year low of 4.3% was frequently given as a headwind by respondents 

to the survey.  The Minneapolis Federal Reserve said “Employment was held back by ght labor availability”, while 

the Philadelphia Fed said “Workers appear to have less loyalty on the job, and more job‐hopping is showing up on 

resumes.”  While companies have offered more pay to some workers with specialized skills, the Fed found no 

broad increase in wages.  One reason offered is that companies feel they can’t pass costs onto price‐conscious 

consumers.  With wages rising only modestly, some senior Fed officials believe infla on is likely to remain on the 

low side for a longer period than the central bank now predicts. The weak infla on data gives the Fed more 

la tude with the ming of its next interest rate hike.1 
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Source:  1) W.E.S. & Co. LLC Situa on Report, 7/14—8/4.  2) Schwab Market Perspec ve: Things are Looking Good...But are They Too Good?  By L. Sonders, B. 
Sorensen, J. Kleintop, 8/7/17.  3) “Wage Growth Slows, Even as U.S. Employers Add Jobs” by D. Ouellet, The Daily Edge, 7/10/17. 
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Source: Nordea Markets and Macrobond3 



IMPORTANT DISCLOSURES AND DEFINITIONS: 

The views and opinions presented in this presenta on are those of Michael H. Sharp and not of H.D. Vest Financial Services® or its subsidiaries. 
 
Nasdaq Composite Index is a market‐capitaliza on weighted index of the more than 3,000 common equi es listed on the Nasdaq stock exchange. It is not 
possible to invest directly in an index 
 
Dow Jones Industrial Average is unmanaged and measures broad market performance. It is not possible to invest directly in an index. 
 
Standard & Poor's is a corpora on that rates stocks and corporate and municipal bonds according to risk profiles. The S&P 500 is an index of 500 major, 
large‐cap U.S. corpora ons. You cannot invest directly in an index. 
 

Gross Domes c Product (GDP) is a quarterly report released by the U.S. Bureau of Economic Analysis that is an aggregate measure of total economic pro‐
duc on for a country, represen ng the market value of all goods and services produced by the economy during the period measured, including personal 
consump on, government purchases, private inventories, paid‐in construc on costs and the foreign trade balance (exports are added, imports are subtracted).  

 
The Mortgage Banking Associa on (MBA) Purchase Index is a measure of loan applica on for home purchases and is adjusted for seasonality. 
 
The STOXX Europe 600 Index is an index that includes 600 components that represent large, mid and small capitaliza on companies across 8 countries of 
the European region, including Austria, Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg, the Netherlands, Nor‐
way, Portugal, Spain, Sweden, Switzerland and the United Kingdom. 
 

Lehman Brothers Aggregate Bond Index is an index comprised of approximately 6,000 publicly traded bonds including U.S. Government, mortgage‐backed, 
corporate and Yankee bonds with an average maturity of approximately 10 years. The index is weighted by the market value of the bonds included in the 
index. This index represents asset types, which are subject to risk, including loss of principal. It is not possible to invest directly in an index. 
 
Interna onal developed companies measured by the MSCI EAFE Index which is an unmanaged market capitaliza on‐weighted index of equity securi es of 
companies domiciled in various countries. The Index is designed to represent the performance of developed stock markets outside the United States and 
Canada and excludes certain market segments unavailable to U.S. based investors. 
 
Emerging market companies measured by the MSCI Emerging Markets Index which is a free float‐adjusted market capitaliza on index that is designed to 
measure equity market performance of emerging markets. 
 
Short term taxable bonds measured by the Barclays U.S. 1‐3 Year Aggregate which is a subset of the Barclays U.S. Aggregate index, represen ng securi es 
with 1 to 3 years remaining un l maturity. 
 
Intermediate‐term bonds measured by the Barclays U.S. Aggregate Bond index which measures the performance of investment‐grade bonds in the U.S. 
fixed‐income universe. It includes U.S Treasury issues, agency issues, corporate bond issues and mortgage‐backed issues. It is unmanaged, includes rein‐
vestment of dividends, does not reflect the impact of transac on, manager or performance fees and is unavailable for investment. 
 
High‐yield bonds measured by the Barclays US Corporate High Yield Index which tracks performance of domes c non‐investment grade corporate bonds. 
 
Interna onal government bonds measured by the Ci  World Government Bond Index (WGBI) which measures the performance of 23 government bonds 
markets including Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, Malaysia, Mexico, the Netherlands, Nor‐
way, Poland, Portugal, Singapore, Spain, Switzerland, Sweden, the United Kingdom and the U.S. 
 
Short‐term municipals measured by the Barclays Municipal 1‐3 Yr index which measures the performance of investment‐grade municipal securi es with 1 
to 3 years remaining un l maturity. 
 
Intermediate term municipals measured by the Barclays Municipal Intermediate 5‐10 Year index which measures the performance of investment grade 
municipal securi es with 5 to 10 years remaining un l maturity. 
 
High‐yield municipals measured by the Barclays High Yield Municipal index which measures the performance of below investment‐grade municipal securi‐

es with at least 1 year remaining un l maturity. 
 
Commodi es measured by the Dow Jones UBS Commodity index which is comprised of future contracts on physical commodi es which trade here in the 
U.S. and certain foreign markets. It measures the performance of investment in a broad basket of commodity futures contracts. 
 
Real estate measured by the Dow Jones Global Select REIT index which represents equity real estate investment trusts (REITs) and REIT like securi es trad‐
ed globally. 
 
Annualized Quarterly GDP (Gross Domes c Product) Growth measured by Bureau of Economic Analysis and is released as preliminary (1st es mate), re‐
vised (2nd es mate) and final over the course of a quarter. 
 
An investment cannot be made directly into an index.  
 
Investments are subject to market risks including the poten al loss of principal invested.  

Asset alloca on and diversifica on do not assure or guarantee be er performance and cannot eliminate the risk of investment losses.  
 
This report is not an offer to buy or sell or solicita on of an offer to buy or sell any securi es men oned or to follow a specific investment strategy.
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