
 

 

Market Update:  July 2017 

Stock prices continued their relentless climb in July, as global equity markets 
advanced nearly 3% for the month.  In just seven months, U.S. and foreign stocks have 
returned 10.99% and 18.30%, respectively. 

 

Political bumbling, monetary policy shifts, and geopolitical tensions 
have all escalated, but the bull continues to power ahead, largely 
unscathed by the tumult that surrounds it. 

Liz Ann Sonders, Schwab Market Perspectives – 7/21/2017 

 

Companies in the S&P 500 are expected to report profit growth of 11% for the second 
quarter, following the 15% increase reported for the first quarter.  Earnings have been 
helped by the declining dollar, strong consumer spending, and years of cost-cutting. 

 

You could argue that the stock-market investor overestimated Trump 
but underestimated earnings. 

Christopher Probyn, State Street Global Advisors – WSJ 8/1/2017 

 

Bond yields were flat for the month, with the yield on the 10-year U.S. Treasury note 
ending July basically unchanged.  Inflation data remained relatively soft.  Bond 
markets apparently reflect the widespread opinion that global central banks will be 
slow to raise rates against a low-inflation backdrop. 

 

There’s only so much that yields can rise in the U.S. when you have a 
very low inflation environment and a Fed that’s not going to be 
aggressive. 

John Briggs, NatWest Markets – WSJ 8/1/2017 

 

Tighter job markets are supposed to fuel wage inflation.  But inflation levels remain 
stubbornly low, even in the face of historically low unemployment levels.   Economists 



are now blaming three major deflationary influences: demographics, technology, and 
debt.  Their reasoning in a nutshell … aging populations spend less, technology 
advances are inherently deflationary, and excess debt encourages more savings.     

 

The worrisome thing is how inflation seems to have befuddled central 
bankers.  Inflation may be in retreat, but in the stock market, prices 
seem only to march higher. 

Kopin Tan, Barron’s – 7/24/2017 

 

The Commerce Department reported that gross domestic product rose 2.6% during 
the second quarter, up from the first quarter’s 1.2% rise. 

 

We’ve been growing at 1.5% to 2% in spite of stupidity and political 
gridlock because the American business sector is powerful and strong 
and is going to grow regardless. 

James Dimon, CEO: J.P Morgan Chase & Co. – June 2017 

  

The U.S. dollar is down over 9% against over global currencies this year.  Even after 
that decline, the International Monetary Fund recently estimated the dollar to be 15% 
overvalued relative to other currencies. 

Remember, as a U.S. investor, whatever you earn on foreign investments has to be 
translated back to dollars.  With the dollar in decline against other world currencies, 
you can now buy more dollars with your foreign gains.  This currency effect is the 
reason foreign stocks are giving us oversized returns this year.   

 

 

 

The U.S. economy continues to advance at a 2% pace … the weakest post WWII 
expansion on record.  Still, corporate profits are very strong and stock markets are at 
record highs.   

The Labor Department reported (Friday, August 4) a strong advance in July payrolls, 
with an extremely low 4.3% headline unemployment rate.  Job gains have now been 
recorded for the past six years and ten months … almost three years longer than the 
second-best stretch (1986-1990).  



What could possibly go wrong?  Aside from geopolitical threats and ballooning Chinese 
debt, market valuations are probably the biggest concern. 

All investors need to understand that stock valuations are extremely high.  The 
cyclically adjusted (10-year) price earnings ratio (CAPE) is currently at the 97th 
percentile of all historical observations.  Put another way, the current CAPE reading 
estimates that U.S. stocks are 80% – 90% overvalued. 

 

There are no cheap assets anywhere. 

Cliff Noreen, MassMutual – Barron’s 7/31/2017 

 

Investors are buying companies that are generating strong growth.  Companies like 
Facebook, Apple, and Amazon are on a tear.  U.S. growth style investments overall 
are up over 16% year-to-date, nearly three-fold the returns of value oriented stocks.   

 

Late in economic expansions, earnings growth slows and profit margins 
narrow.  That puts a premium on companies that are able to keep 
generating growth.  Indeed, in the latter stages of both the bull market 
that ended in 2007 and the one that ended in 2000, growth stocks 
outperformed. 

Justin Lahart – WSJ 7/28/17 

 

We may be in the late stages of this business cycle, and the bull may be running on 
fumes, but no one ever knows for sure.  Even if you are convinced of the outcome, 
you can never know when the change of direction will occur.  A crystal ball would be 
nice, but we will just have to remain humble and disciplined. 

Daniel G. Corrigan, CPA/PFS, CFP® 

 

 


