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“Stocks hit new record highs following Irma relief rally” 

Two of the worst natural disasters on record and a ballistic missile launched from North Korea were not 

enough to stop the market’s advance in what is historically the worst month for stocks. The S&P 500 closed 

above 2,500 for the first time ever on Friday while the Dow recorded four consecutive record closes to end 

the week. The market’s resilience this year has been nothing short of extraordinary.  

While last week’s rally seemed partly influenced by relief from the less-than-apocalyptic Irma, there is no 

doubt that communities across the Houston, Caribbean and southeast region of the U.S. will be recovering 

for quite some time. This is the first time on record that two Category 4 hurricanes have hit the U.S. 

mainland in the same year.  

One question investors have been curious about is the ramifications such disasters can have on the overall 

economy, and for that matter, the stock market. The magnitude of each disaster no doubt wreaks havoc on 

local economies, but typically the consequences on the overall U.S. economy have been fairly short-lived. 

Hurricane Katrina in 2005 was previously the most significant natural disaster on record, with damages of 

over $150 Billion based on insured losses and federal aid. Factoring in the unaccountable uninsured losses 

and lost productivity, some estimate the true costs of Katrina to be closer to $200-250 Billion.  

It is still too early to tell, but one recent estimate says that the combined cost of Harvey and Irma could be 

close to $290 Billion1. That would equate to roughly 1.5% of the annual ~$19 Trillion U.S. Gross Domestic 

Product. Whether that estimate ends up being too conservative or insufficient, it is likely that U.S. GDP 

suffers in the third and fourth quarters before rebounding in the first quarter of next year, similar to what 

transpired in 2005-2006 with Katrina.  

Drilling down into the micro economy, specific sectors of the stock market showed spikes in volatility in 

recent weeks, trading around the ramifications of Harvey and Irma. Insurance stocks cratered and then 

recovered while home improvement stocks rallied and then sold off as the magnitude of Irma’s impact 

waned. The supply glut in the used market was offered an olive branch, as were beleaguered car 

manufacturers, as an estimated 800,000 vehicles were destroyed by the two hurricanes by one estimate2.   

The real silver lining within all this grief has been the resilience of those most affected and the unified 

support of Americans far and wide. We wish ours and your family and friends impacted by these events all 

the best towards a speedy recovery.  
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