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The Markets
It was a good week for a lot of stocks but not bank stocks.
The Standard & Poor’s 500 (S&P 500) Index and the Dow Jones Industrial Average (DJIA) both
finished at record highs last week. Barron’s indicated investors owe Federal Reserve Chair Janet
Yellen a debt of gratitude:
“The main force behind the rally was the dovish performance by Federal Reserve
Chair Janet Yellen in Congress on Wednesday and Thursday when she reiterated
that rate hikes would most likely be gradual. On balance, her remarks were
interpreted as evidence of continued accommodative monetary policy and, from
there, stocks were off to the races. The ignition of the rally can almost be timestamped to her appearance. Before her speech, the market was down for the
week.”
Of course, some sectors of the stock market did better than others last week. In the S&P 500,
Real Estate, Information Technology, and Consumer Staples stocks had the highest percentage
gains at the close on Friday, while Financials, Telecommunications, and Consumer Discretionary
stocks lagged, according to Fidelity.
In the Financials sector, banks were the weakest performers, finishing Friday almost a full
percent lower. It was a bit of a mystery, wrote Financial Times (FT), since several banks beat
earnings expectations. FT reported:
“Perhaps the most important factor that weighed on bank stock prices, however,
had nothing to do with the comments from executives nor the quarterly financial
results. Macroeconomic data published on Friday showed U.S. inflation at the
consumer level cooled last month while retail sales fell short of estimates, pushing
Treasury bond yields lower. Lower interest rates are bad news for banks, which
make more money if they can charge borrowers more.”
Investors appear to believe there is smooth sailing ahead. The CBOE Volatility Index remained
below 10.
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S&P 500, Dow Jones Global ex-US, Gold, Bloomberg Commodity Index returns exclude reinvested dividends (gold does not pay a
dividend) and the three-, five-, and 10-year returns are annualized; the DJ Equity All REIT Total Return Index does include reinvested

dividends and the three-, five-, and 10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the
day on each of the historical time periods.
Sources: Yahoo! Finance, Barron’s, djindexes.com, London Bullion Market Association.
Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. N/A means not applicable.

MERRIAM WEBSTER DEFINES ‘DISRUPT’ AS ‘TO BREAK APART,’ AND ‘TO
THROW INTO DISORDER.’ While disruption doesn’t sound like something anyone would
enjoy much, it has the potential to create investment opportunities for those who share a vision
and are willing to take risks.
Morgan Stanley recently wrote, “It’s hard to think of an industry that won’t be touched in some
way by technological disruption over the next decade.” Here are a few of the trends that may
really stir things up during the next few decades:
•

Machine learning. “The transportation and medical industries are likely to be first in line
for disruption,” Morgan Stanley suggested. A disruptive change researcher wrote, “If we
think about what machine learning really is, it’s pattern recognition. We might see
radiology and scans detecting cancers earlier than they’re detected today. And it’s
possible that in the future we can also use machine learning to scan for genes that might
predispose us to certain kinds of diseases.”

•

Autonomous vehicles. The auto industry, as we know it, is likely to change in some
significant ways when self-driving vehicles become more prevalent. Other industries will
be affected, too. For instance, insurance could change dramatically. After all, who do you
insure when software is driving?
In addition, cities may lose a source of revenue if there is less need for parking. CNBC
wrote, “Reports estimate self-driving vehicles have the potential to reduce parking space
by about 61 billion square feet, which is about the size of Connecticut and Vermont
combined.” This may be a boon for the real estate market.
The responsibilities of law enforcement may change, too, and crash test dummies may be
out of work.

•

Augmented reality. Imagine a surgeon being able to practice a surgery, a rigger learning
their craft without scaling heights to lift heavy objects, or a teacher making students’
textbooks come alive. Augmented reality has the potential to help professionals refine
their skills, make dangerous training safer, and fascinate students at all levels of learning.

Morgan Stanley also pointed out that Blockchain, which enables electronic contracts and
custody, may change the financial industry, and Clustered Regularly Interspaced Short
Palindromic Repeats (CRISPR) may help cure disease at the genetic level.
We live in interesting times!

Weekly Focus – Think About It

“Companies don’t have ideas. Only people do. And what motivates people are the bonds of
loyalty and trust they develop around each other.”
--Margaret Heffernan, International businesswoman and author
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