Weekly Update
Stocks Buoyant on Bullish News
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The Economy
 U.S. equity markets advanced in the first week of the year in
response to the U.S. economy adding a robust 312,000 jobs last
month. Stocks also rallied on comments made by Federal Reserve
(Fed) Chairman Jerome Powell that the central bank will take a
more cautious approach to interest-rate hikes, easing fears of a
tighter monetary policy in the short-term.
 Nonfarm payrolls expanded by a better-than-expected 312,000 in
December. Average hourly earnings rose by 3.2% year over year,
and the jobless rate inched up from a historical low of 3.7% to 3.9%.
The U.S. dollar jumped in response to the positive reading.
 The Markit manufacturing purchasing managers’ index (PMI)
softened to 53.8 in December from 55.3 in November, hitting a 15month low amid decelerating manufacturing activity and waning
optimism. Most U.S. manufacturers reported higher costs due to the
rise in prices from tariffs. The reading also hinted at signs of slower
demand growth. A similar report from the Institute for Supply
Management echoed these findings. Despite the slipping readings,
activity in the manufacturing sector remained in expansion mode.
 Motor-vehicle sales registered a soft finish for the year. Rising
interest rates have weighed heavily on new sales (higher interest
rates translate to more expensive monthly car payments for
consumers, discouraging vehicle purchases).
 Initial jobless claims increased by 15,000 to 231,000 in the week
ending December 29. The more stable four-week moving average
grew modestly by 750 to 218,750. Continuing claims expanded by
32,000 to 1.74 million.
 Mortgage-purchase applications dropped by 8.0% in the week
ending December 28, while refinancing activity (which can be
sensitive to even small rate changes) shrank 12.0%. Despite the
recent decline in mortgage rates in the past month, many
Americans have put home buying on hold due to stock-market
turmoil. The average interest rate on a 30-year fixed-rate mortgage
dipped to 4.84%, the lowest level in three months.
 China’s manufacturing PMI decelerated from 50.2 in November to
49.7 in December. Output production nevertheless moved slightly
higher in the month.
 The eurozone’s December manufacturing PMI slipped to 51.4 from
51.8 in November, recording the slowest pace of growth since
February 2016. Soft new orders and a net decline in export trade
weighed on the reading, while production increased modestly.
Business confidence regarding output hit the lowest level since
December 2012.

U.S. Economic Calendar
 January 7: Markit Services PMI
 January 8: International Trade, Job Openings and Labor Turnover
Survey (JOLTS), Consumer Credit
 January 9: Mortgage Applications
 January 10: Jobless Claims
 January 11: Consumer Prices
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Stocks
 Global equity markets were negative this week; developed
markets led emerging markets.
 U.S. equity sector performance was mostly positive. Energy and
telecommunication led, while utilities and information technology
lagged. Value stocks beat growth stocks, and small-cap stocks
outperformed large-cap stocks.
Bonds
 Global bond markets were mostly positive this week. Global
government bonds led, followed by global corporate bonds and
global high-yield bonds.
 The 10-year Treasury bond yield retreated to 2.66%.
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Source: Bloomberg. Equity-index returns are price only, others are total return. *100 basis
points = 1 percentage point. **Increases in U.S. dollars (USD) per euro or pound indicate a
decline in the value of the USD; increases in yen or Canadian dollars per USD indicate an
increase in the value of the USD.
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Index Definitions:
S&P 500 Index: The S&P 500 Index is a capitalization-weighted index made up of 500 widely held large-cap U.S. stocks.
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Index returns are for illustrative purposes only and do not represent actual fund performance.
Index performance returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged,
and one cannot invest directly in an index. Past performance does not guarantee future results.
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principal. SIMC is a wholly owned subsidiary of SEI Investments Company.
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