
 

 

Gage-Wiley & Co., Inc. 
Investment Securities Since 1933 

120 King Street, Northampton, MA 01060 
413/584-9121  800/332-9558  Fax:413/585-5748 

NOVEMBER 2018    7 Middle Street, Plymouth, MA 02360 
508/746-7526  800/242-0263  Fax:508/746-1191 

Money Talks 

Investments in stocks and bonds are subject to investment risk, including market and interest rate fluctuations.  Global/International investing involves 
additional risks not typically associated with U.S. investing, including currency fluctuations, political instability, uncertain economic conditions and 
different accounting standards.   

Market Comment 
A t present, financial markets are 

under some pressure.  The S&P 
500 managed to make new highs in 
September, ending the third quarter 
with some notable gains.  However, 
following a strong jobs report, interest 
rates rose past key levels that led to 
stock market weakness, particularly 
for higher risk equities.  The bond 
market has also suffered as higher 
rates mean lower bond prices.  Thus 
far, there have been few places to hide 
for investors.   
    As one might expect, when equity 
markets experience weakness, volatili-
ty levels rise.  Despite the recent in-
crease in levels, volatility remains 
modest when compared to the volatili-
ty spike experienced earlier this year, 
and was notably absent during the 
summer and into September.  Histori-
cally, these times tend to be more tur-
bulent for investors.  It appears that 
the calm disposition of the financial 
markets was upended by the rise in 
interest rates and may suggest that 
investors are contemplating other is-
sues at hand as well.   
    Tariff concerns have been prevalent  
for some time.  Unfortunately, uncer-
tainty remains, as there is no timetable 
on how and when the questions will 
be resolved with China, our key trade 
partner.  The situation remains fluid, 
with frequent trade rhetoric and tariff 
announcements in the media spotlight.  
Recent negotiations with Canada and 
Mexico have given investors hope that 
similar deals can be reached with Eu-
rope and other countries.  Ideally, both 
sides would be willing to compromise 
and reach resolutions that are mutual-
ly beneficial.  In this scenario, the 
global economic landscape could im-

that the strength in the economy is lift-
ing their bottom lines.  The outlook 
remains bright on this front with ex-
pectations for strong growth through 
year-end.   
    Recent economic reports also sug-
gest our domestic economy is on solid 
footing.  The manufacturing and ser-
vice sectors continue to expand at a 
robust pace, consumers and businesses 
remain confident, and retail sales are 
experiencing solid growth.  The unem-
ployment level is at historic lows and 
workers are enjoying modest wage 
gains.  The good news is that interest 
rates are rising because of good news 
in our economy.  Thus, our economy 
should be able to withstand higher 
rates.  However, the pace of the in-
crease matters and, unfortunately, the 
recent pace was higher than expected, 
sending jitters across financial mar-
kets.  However, it is likely that rates 
may consolidate at this new level, giv-
ing investors time to digest their im-
pact on the economy and financial as-
sets.  
    On the one hand, our economy 
stands on a firm foundation of solid 
earnings and corporate profit growth.  
These factors have supported our do-
mestic market so far this year, allow-
ing the market to surmount obstacles 
thrown its way.  In addition, positive 
developments on the tariff front could 
provide a needed boost for both do-
mestic and foreign markets.  On the 
other hand, there are notable concerns 
that are, at the time of this writing, 
testing the market’s resiliency.  There-
fore, a cautiously optimistic stance is 
appropriate until tariff issues are re-
solved and the financial markets stabi-
lize.  If you need any assistance, please 
do not hesitate to call.   

prove, as all involved would benefit 
from the initiatives.  
    The Fed remains on investors’ radar.  
Though interest rates remain low by 
historical standards even after a rate in-
crease in September and one more ex-
pected in December, the impact of the 
Fed’s next moves may be more difficult 
to predict.  Thus far, they have been 
successful in taking their foot off the 
economic gas pedal without derailing 
the economy’s progress.  However, at 
some point, higher rates may cast a 
shadow on the economy that may only 
be seen in hindsight.   
    By the time you receive this, mid-
term election results will likely be cen-
ter stage.  Depending on how things 
shake out, financial markets may need 
some time to assess the political impact 
on financial assets.  On the international 
front, Brexit negotiations remain at a 
standstill.  As deadlines approach, in-
vestors may be hesitant to put money to 
work until matters are resolved between 
Britain and the European Union.  
Emerging markets have had their fair 
share of investor angst, with their cur-
rencies suffering.  Any increase in vola-
tility could lead investors to seek safe 
havens such as the U.S. dollar, deliver-
ing more damage to their currencies 
and, thus, their respective economies.   
    Yet, despite all these concerns, the 
market remains resilient and the econo-
my shows no sign of slowing down.  
Investors have focused on the funda-
mentals that drive long-term investment 
returns – namely corporate profits.  Cor-
porate profit growth has provided the 
biggest tailwind to our financial mar-
kets.  So far this year, companies have 
delivered 20%+ earnings growth in the 
first and second quarter.  While tax cuts 
provided a boost, companies also re-
ported strong revenue growth, implying 



 

 

Year-to-date through 10/15/18: DJIA  25,250.55  +2.1% — S&P 500  2,750.79  +2.9% — NASDAQ  7,430.74  +7.6% 
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Closing 
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Procter & Gamble (PG) 
Worldwide mfr of consumer goods 

80.13 3.58% 4.38  The Walt Disney Co. (DIS)  
Media networks and resort destinations 

113.44 15.6 7.25 

AT&T (T) 
Worldwide telecom holding company 

32.36 6.18% 3.64  JPMorgan Chase & Co. (JPM) 
Global financial services firm 

106.34 10.6 10.05 

Alerian MLP Fund  (AMLP) 
Energy MLP ETF 

10.55 7.82% 2.03  AbbVie, Inc. (ABBV) 
Biopharmaceutical company 

89.18 10.2 8.73 

International Paper (IP) 
Global paper and packaging mfr. 

42.70 4.45% 5.72  Apple, Inc. (AAPL) 
Multinational technology company 

217.36 16.2 13.44 

Kimberly Clark (KMB)  

Global health and hygiene products 
110.29 3.63% 6.99  Comcast (CMCSA) 

Global telecommunications conglomerate 
35.09 12.5 2.80 

         

Pfizer (PFE) 
Global biopharmaceutical company 

43.12 3.15% 3.08  Biogen (BIIB) 
Leading biopharmaceutical company 

328.41 12.0 27.48 

LyondellBasell Industries (LYB) 
3rd largest chemical company 

96.94 4.13% 11.44  Skyworks Solutions  (SWKS) 
Mfr of radio frequency chips for wireless mkts 

87.05 11.9 7.34 

Prudential Financial  (PRU)  
Large life insurance co 

97.40 3.70% 13.06  Gilead Sciences (GILD)  
Biotech company 

72.78 10.9 6.68 

Johnson and Johnson (JNJ)  
Manufacturer healthcare products 

133.95 2.69% 8.62  Alphabet Inc. (GOOGL) 
Internet search engine, cloud computing, delivery svs 

1,102.44 22.6 48.74 

Walmart (WMT)  
Retail giant 

93.82 2.22% 4.72  Check Point Software (CHKP)  
Internet security solution provider 

111.11 20.2 5.50 
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Pfizer (PFE) The company recently announced that its CEO, Ian Read, will be succeeded by Dr . Alber t Bour la, Pfizer ’s 
Chief Operating Officer, at the end of the year.  Read is leaving on a high note. Pfizer has several drugs in the pipeline in late stag-
es of development that have caught investors’ eye.  Several show promise and one recently approved for lung cancer is likely to be 
well received.  Dr. Albert Bourla has been with the company for 25 years, assuring investors that research initiatives should contin-
ue under his leadership. 
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