
Black Friday and Beyond
• Black Friday Kicks Off Shopping Season

• The domestic consumer continues to appear healthy heading into the 
year’s premier shopping season

• Central Banks’ Accommodative Streak
• Monetary policy in the U.S. and abroad remains accommodative to 

prolong the expansion

• Pursuing Earnings Into Year-End
• The earnings recession, though expected to continue through Q4, 

remains reasonably contained
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Black Friday Kicks Off Shopping Season

• Healthy Consumers Appear Prepared to Spend. Entering the year’s premier shopping
season, U.S. households appear poised to spend in record amounts for the holidays.
A survey conducted by the National Retail Federation unveiled intentions by
consumers to spend, on average, $1,048 on items such as gifts, decorations and
other personal items. This would represent a more than 4% increase year-over-year,
another positive development for the healthy U.S. consumer.

• Consumers Remain Confident. The Conference Board’s U.S. consumer confidence
index declined month-over-month, down to 125.5 from 126.1 in October, though still
remains at relatively elevated levels observed over the past few years. The decline
was largely due to households’ softening assessments of the current business
environment, though their forward expectations for business activity, income and
employment remained robust.

• Consumption Continues to Drive Economic Growth. The second release of Q3 GDP
for the U.S. showed a better than expected 2.1% growth rate in the overall economy
during the period; however, most of that growth was largely due to personal
consumption expenditures, which alone contributed 2.0% to the headline growth
number. Q3 marks the second straight quarter that the consumer was responsible for
the lion’s share of economic growth, keeping the wheels turning on this record-long
economic expansion.
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Monetary policy in the U.S. and abroad remains 
accommodative to prolong the expansion
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Pursuing Earnings Into Year-End

• Earnings Are Improving, Once Again. With approximately 98% of companies
reporting so far, the blended year-over-year growth in Q3 earnings, which combines
actual results with analyst expectations for companies that have yet to report,
stands at -2.2% for the S&P 500 Index. This represents a significant improvement
relative to the -4.8% reading expected at the beginning of the quarter, as 75% of
companies have reported positive earnings surprises, outperforming analysts’
expectations.

• Earnings Recession ≠ Economic Recession. As Q3 continues as expected, it will
represent the third straight quarter of negative year-over-year earnings growth for
the S&P 500. This is the first time the index has seen such a decline since late 2015.
Then, the earnings recession remained contained within a few sectors and did not
result in a broader economic downturn. That appears to be the base case in this
environment, as the U.S. economy seems set to stomach another growth scare.

• Q4 Earnings Outlook Still Negative. Expectations for Q4 S&P 500 earnings growth
currently sit at -1.8%. If the quarter develops as expected, it will mark the 4th straight
quarter of negative year-over-year growth. However, removing just four constituents
from these calculations would have resulted in a 1.1% gain in earnings. Exxon,
Boeing and General Motors are respectively facing short-term headwinds, such as
the trade war’s effect on the semiconductor industry, commodity-related volatility,
product recalls and an auto workers’ union dispute.

Central Banks’ Accommodative Streak

• The Federal Reserve’s Growing Balance Sheet. Last month, the Fed began
expanding its balance sheet, thereby increasing the supply of excess reserves to
help mitigate the risk of further disruptions in the repo market as experienced earlier
this year. The Fed expanded its balance sheet to $4.1T, from $3.8T at the end of
August. The Fed’s actions have coincided with a notable rally in the S&P 500 and
rising confidence that easing policies will help the expansion continue.

• Fed’s Latest Beige Book Shows U.S. Modestly Improving. The Fed’s Beige Book report
indicated that economic activity expanded modestly from October through mid-
November, comparable to the pace of growth seen over the prior periods reported.
Most districts reported stable to moderately growing consumer spending, and more
reported an expansion in manufacturing compared to the previous period.
Mentions of tariffs rose, stating the ability for firms to raise prices to cover higher costs
remained limited, but companies affected by tariffs noted they were more likely to
pass on the cost to consumers.

• Global Monetary (and Fiscal) Support. The European Central Bank’s (ECB) President
Lagarde emphasized earlier this month that fiscal policy can be a more effective
tool to drive economic growth in partnership with monetary policy. The Bank of
Japan (BOJ) Governor Kuroda endorsed government plans to compile a fiscal
spending package as a measure to help support the economy. Both stress
monitoring potential risks and remaining flexible to changing economic outlook.

The earnings recession, though expected to continue 
through Q4, remains reasonably contained
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