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Ongoing Growth Amid Concerns 

 

Tying Up 2018 Earnings 

 Earnings Season in Full Swing. A little less than 7% of the S&P 500 will report results for Q4 this week, including a 

large portion of the financial sector. The blended year-over-year growth rate expectation for Q4 earnings 

currently stands at 10.6%, with the energy and communication services sectors expected to lead the way. 

 Coming Down from the Tax Cut Sugar High. The first three quarters of 2018 showed the S&P 500 growing earnings 

at rates close to 25% year-over-year. Much of this growth can be attributed to the one-time boost in profitability 

from corporate tax reform in the U.S. Naturally, as the effects of tax reform settle in, markets expect earnings 

to return to more normal levels of earnings and sales growth. 
  

Our Take: After a year of hefty earnings gains, corporate profits should return to more normal levels moving forward. 
 

Fed Walking Back Rate Guidance 

 Meeting Minutes Show a Patient Fed. The Fed released the minutes from its December meeting last week, 

providing more color on its policy decision to approve a 0.25% rate hike. Recent market volatility and slowing 

global growth were acknowledged as risks that are causing the policy path ahead to become less clear. 

Muted inflation pressure also allows the committee to remain patient in weighing future policy changes. 

 Communicating a Flexible Outlook. Fed Chair Powell’s comments in early October were perceived by the 

market as hawkish, contributing to a pickup in volatility. However, investors were given a clear message last 

week: the Fed is not on autopilot. Both the meeting minutes and live speeches conducted by Powell 

conclude that economic conditions remain stable, allowing officials to monitor risk and react accordingly. 
  

Our Take: Fed officials have adopted a more cautious and pragmatic tone regarding monetary policy. 
 

Longest Shutdown in History 

 Little Lasting Economic Impact. As the shutdown continues into a new week, some investors are on edge about 

the economic effects. Glenmede estimates that the lack of non-defense discretionary spending from the 

government has totaled about 0.2% of GDP through the first two weeks of the year. However, past precedents 

point to minimal lasting impacts on the economy in the long-term, since the period following a shutdown 

typically sees an increase in consumer spending as federal employees receive their delayed paychecks. 

 “Where’s My Paycheck?” The ongoing shutdown impacts approximately 800,000 government workers, with 

380,000 furloughed and the remainder working without pay. This lack of income will likely have a negative 

impact on consumer and household spending in the near-term. According to the Office of Personnel 

Management, the average non-postal federal employee makes $84,913 annually. 
 

Our Take: Government shutdowns eventually end and have little lasting economic impact. 
 

Key Events Ahead for Brexit 

 Parliament Votes Tuesday on Brexit. This week, British Parliament will gather to vote on May’s long-negotiated 

deal for its separation from the E.U. Outlook for the vote is largely pessimistic as the opposition party cites 

negligible progress since the delay last month. Complicating matters further, lawmakers voted to demand a 

contingency plan within 3 days if the deal fails to pass, putting more severe pressure on British leadership. 

 The Magnitude of May’s Loss Will Matter. E.U. officials are estimating that a defeat by ~60 lawmakers or greater 

would indicate the agreement, as it stands now, would be close to dead and the negotiations would likely sail 

into unchartered waters. The opposition party may be inclined to push for a vote of no confidence if May loses 

by such a margin, and the risk of Britain leaving the E.U. without a deal (i.e. hard Brexit) becomes plausible. 
 

Our Take: The outlook on Brexit remains uncertain, with a risk profile that may become clearer in the near-term. 
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Chart of the Week:  

Fundamental Growth Projected to Return to More Normal Levels 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Dates of interest:  
1/14: Eurozone Industrial Production; China Trade Balance 

1/15: U.S. Empire State Index & PPI; Eurozone Trade Balance; Japan Retail Sales 

1/16: U.S. Import/Export Price Indexes, Retail Sales & NAHB Housing Index; Germany CPI 

1/17: U.S. Building Permits & Housing Starts (shutdown permitting), Jobless Claims & Philly Fed Index; Eurozone CPI; 

Japan CPI & Industrial Production; China Q4 GDP 

1/18: U.S. Capacity Utilization, Industrial Production & Michigan Sentiment 
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Source: Glenmede, FactSet Data through 1/11/2018

Data shown is per share earnings and revenue growth for the S&P 500 index. Textured bars denote projections for quarters 

that have not  yet occurred via FactSet Market Aggregates. Q3 data are blended figures, which combine actual results for 

companies that have reported so far and consensus estimates for those that have not.  Actual results may vary materially.


