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The S&P 500 rose 3.1% in November, bringing year-to-date gains to 20.5%. After 13 straight monthly
gains—the second-longest on record—some question whether the streak can continue. However,
markets aren’t serially correlated, and they move on fundamentals. Streaks like this are fun trivia, but
they aren’t predictive.
Trade and taxes dominated policy discussions in November, but they are unlikely to derail stocks.
President Trump went to China in early November, but anyone expecting harsh anti-trade campaign
rhetoric to carry through was left disappointed. Trump met with President Xi Jinping without rancor
and praised China instead. Rather than announcing punitive tariffs, Trump touted over $250 billion in
new bilateral investment and spending deals. This is a far cry from worries over rising trade barriers
when Trump entered office, and is emblematic of how the Trump administration’s actions on trade
differ from tough campaign rhetoric. It is also fairly typical. Every president since Lyndon Johnson has
talked tough on trade on the campaign trail only to change tune once in office.
While NAFTA talks got tougher during November, the deal still seems unlikely to collapse. The
negotiations’ fifth round—concluded November 21—failed to resolve issues such as rules of origin,
investor dispute resolution and how government contracts are awarded. With talks scheduled to
conclude in March, many fear the clock is ticking, but this is an arbitrary deadline—easily extendable.
Although it is possible US trade negotiators walk away and Trump invokes NAFTA’s six-month
withdrawal notice, threats to do so are likely a negotiating tactic. As discussed in past writings, many
states that voted for Trump—including Texas—are among NAFTA’s biggest beneficiaries and
cheerleaders. Alienating these voters by abandoning NAFTA would be an odd move politically. Trade
talks are often contentious, but all parties have a vested interest in compromise.
Tax reform remained in the spotlight as the House passed a bill early in the month and the Senate was
finalizing its own bill at month’s end (it passed in December’s opening days). Despite the apparent
progress, however, we believe it remains premature to assess the potential impact. The House and
Senate’s bills are quite far apart—the differing number of individual tax bands is only one notable
difference—and Trump has implied the final corporate tax rate might exceed the 20% in both bills.
Lawmakers hope to reconcile the bills, pass the revised plans and have a final package on Trump’s
desk by Christmas. Perhaps they do, or perhaps it takes longer (or falls apart). Either way, the
likelihood of meaningful market impact (for good or ill) appears low. As is usual, the debate has played
out publicly, weakening potential surprise power, and lawmakers have already watered their plans
down heavily. As for economic impact, history shows temporary tax changes—as these will likely be—
have little impact, as businesses focus on gaming the short-term cuts rather than executing new longterm business plans. Plus, taxes are only one driver of investment decisions. Other factors—economic
outlook, customer demand, etc.—matter much more.
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On that note, economic drivers remained strong in November. Q3 GDP growth was revised up to 3.3%
annualized, faster than the preliminary estimate’s 3.0% and Q2’s 3.1%. While better than expected, it is
also two months past, and the upward revision came mostly from inventories, which are always open
to interpretation. Yet more recent data show ongoing growth in Q4, even as the economy works
through hurricane-related skew. October retail sales rose 0.2% m/m, slowing from September’s 1.9%.
The slowdown mostly reflects a return to normal spending behavior after a rebuilding and replacement
surge to repair hurricane damage. This was also visible in broader personal consumption expenditures,
which moderated to 0.3% m/m growth in October from September’s 0.9%. October industrial
production accelerated to 0.9% m/m from September’s 0.4%, but much of the jump stemmed from
hurricane effects. Excluding those, industrial output advanced 0.3%.
More forward looking, in our view, the Institute for Supply Management’s manufacturing purchasing
managers’ index (PMI) hit 58.7 in October (readings over 50 indicate expansion). Although a bit lower
than September’s 60.8, a high-50s reading indicates manufacturing growth is broad based. It should
also continue, as forward-looking new orders hit 63.4. Furthermore, ISM’s non-manufacturing PMI rose
to 60.1 in October from September’s 59.8. This was the highest level since its 2008 inception and
suggests the US’s services-based economy is in fine shape. The outlook remains strong, too, with New
Orders at 62.8. Also looking ahead, the Conference Board’s Leading Economic Index (LEI) rose 1.2% in
October, while September’s reading was revised to 0.1% from -0.2% m/m, extending its positive streak
to 14 months. No recession has ever occurred in the LEI’s nearly 60-year history when it is high and
rising.
Outlook:
While we will unveil our formal 2018 forecast in the coming weeks, we see no signs of a bear market
forming. Economic growth continues in the US and globally, with leading indicators pointing
positively. With the GOP spending significant political capital on tax reform efforts, the likelihood of
sweeping legislation from here appears low. And sentiment, while more optimistic, remains short of
the euphoria that usually accompanies market peaks.
Sources: The Conference Board, FactSet, US Bureau of Economic Analysis, US Census, US Federal
Reserve, Institute for Supply Management.
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Fisher Investments (FI) is an investment adviser registered with the Securities and Exchange Commission. As of September
30, 2017, FI managed over $88 billion, including assets sub-managed for its wholly-owned subsidiaries. FI and its
subsidiaries maintain four principal business units – Fisher Investments Institutional Group (FIIG), Fisher Investments
Private Client Group (FIPCG), Fisher Investments International (FII), and Fisher Investments 401(k) Solutions Group
(401(k) Solutions). These groups serve a global client base of diverse investors including corporations, public and multiemployer pension funds, foundations and endowments, insurance companies, healthcare organizations, governments and
high-net worth individuals. FI’s Investment Policy Committee (IPC) is responsible for investment decisions for all
investment strategies. For purposes of defining “years with Fisher Investments,” FI was established as a sole proprietorship
in 1979, incorporated in 1986, registered with the US SEC in 1987, replacing the prior registration of the sole proprietorship,
and succeeded its investment adviser registration to a limited liability company in 2005. “Years with Fisher Investments” is
calculated using the date on which FI was established as a sole proprietorship through September 30, 2017. FI is wholly
owned by Fisher Investments, Inc. Since Inception, Fisher Investments, Inc. has been 100% Fisher-family and employee
owned, currently Fisher Investments Inc. beneficially owns 100% of Fisher Investments (FI), as listed in Schedule A to FI's
Form ADV Part 1. Ken Fisher beneficially owns more than 75% of Fisher Investments, Inc. as noted in Schedule B to FI's
Form ADV Part 1.
The foregoing information constitutes the general views of Fisher Investments and should not be regarded as personalized
investment advice or a reflection of the performance of Fisher Investments or its clients. Investment in securities involves the
risk of loss. Past performance is no guarantee of future returns. Other methods may produce different results, and the results
for different periods may vary depending on market conditions and the composition of a portfolio or index. If you have asked
us to comment on a particular security then the information should not be considered a recommendation to purchase or sell
the security for you or anyone else. We provide our general comments to you based on information we believe to be reliable.
There can be no assurances that we will continue to hold this view; and we may change our views at any time based on new
information, analysis or reconsideration. Some of the information we have produced for you may have been obtained from a
third party source that is not affiliated with Fisher Investments. Fisher Investments does not provide tax advice and is not
registered as a tax advisor. Fisher Investments requests that this information be used for your confidential and personal use.
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