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There seems to be no stopping the U.S. economy in the final 
quarter of 2017—people are spending, consumers are happy, 
the expansion continues, and stock market indexes push on 
to higher highs.  

The Economy: Many economic reports released during October showed an economy that 
appears to be running on all cylinders. At the top level, the first reading of Q3 
Gross Domestic Product came in at a year-over-year growth rate of 3.0%. That 
initial release topped analyst estimates and beat expectations for a potential 
slowdown due to the effects of Hurricanes Harvey, Irma and Maria. Other 
measures of economic activity were also robust: retail sales, consumer sentiment, 
new home sales, durable goods orders and factory activity all advanced according 
to last month’s reports. Headline inflation also showed some signs of life, hitting 
its highest level since April on rising energy prices. (See chart below.) Crude oil 
prices neared $55 per barrel by month-end, a level also not seen in five months. 
The only lowlight for October was the September jobs report, released earlier in 
the month, showing a 30,000 drop in payrolls, the first contraction in the job 
market since 2010. Much of the blame for the losses were pinned on the late 
summer hurricanes in Houston, Florida and Puerto Rico.
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Chart 1: U.S. inflation rate, year-on-year; Oct. 2016-Oct. 2017



Equities: U.S. stocks continued their strong run in October, with the S&P 500 Index 
posting a 2.3% gain for the month. For the year-to-date, the benchmark U.S. 
large-cap index is up nearly 17%. Growth stocks maintained their year-long 
momentum, driven by steady demand for technology stocks. Both Apple and 
Facebook finished October at respective all-time highs. More broadly speaking, 
multinational companies also drove stock indexes higher, powered by a pickup 
in economic growth outside of the U.S., especially in Europe. The strength of 
multinationals was behind the Dow Jones Industrial Average’s 4.4% jump for 
October, which beat S&P 500 for the month. On the earnings front, just over 
half of S&P 500 companies have reported Q3 earnings as of month-end and 
three-quarters of them have beat analyst estimates, according to FactSet. FactSet 
also reported a Q3 earnings growth rate for the S&P 500 of 4.7% as of October 
27. The growth rate would have been higher if not for insurance companies, 
whose earnings were hit hard by hurricane-related claims. 
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Sector Performance:
Ranked by previous month 
total return best to worst

Technology 7.8% The big tech names continue to lead, but chip and 
software firms also did well.

Utilities 3.9% A powerful month for the big electrics, even as bond 
yields rose.

Materials 3.9% Good performance for the chemical firms; metals lost 
luster as gold prices gave back recent gains.

Financials 2.9% Strong returns from the big banks; storm damage claims 
dented the P&C insurers.

Consumer Discretionary 2.1% Internet retailers gained 11%, but weakness in cable and 
entertainment held back returns.

Real Estate 0.7% Retail and health care REITs struggled, but residential 
and hotels helped the sector recover.

Industrials 0.2% Strong results for construction machinery producers; 
weakness in airlines and railroads.

Energy -0.7% Despite rising oil prices, equipment and services 
dragged on sector returns.

Health Care -0.8% More confusion and uncertainty over Obamacare 
changes weighed on many firms.

Consumer Staples -1.4% Drug retailers dropped 15% in the month; grocers and 
superstores gained.

Telecom -7.6% AT&T declined over 14%; Verizon dropped over 3%.

Source for equity sector total return data: S&P Dow Jones Indices, Index Dashboard: U.S., October 31, 2017
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Past performance does not guarantee future results. There is no guarantee that any investment strategy or account will be profitable or will not 
incur loss. Investors should consider the investment objectives, risks, charges and expenses that make up this investment strategy carefully before 
investing. Investing involves risk, including the possible loss of principal. Share price, principal value, and return on investments will vary, and you 
may have a gain or a loss when you sell your investment.

Post Oak Private Wealth Advisors may have an interest in securities or sectors highlighted in this report. This presentation and the data herein 
is neither an offer to sell nor a solicitation of any offer to buy any securities, investment product or investment advisory services offered by Post 
Oak Private Wealth Advisors. (“Post Oak”) This presentation is subject to a more complete description and does not contain all of the information 
necessary to make an investment decision, including, but not limited to, the risks, fees and investment strategies of any Post Oak products or 
services. Any offering is made only pursuant to the relevant information memorandum and accompanying, subscription materials, including Post 
Oak’s Form ADV Part 2, all of which must be read in their entirety. This information is not an advertisement and is not intended for public use or 
distribution and is intended exclusively for the use of the person to whom it has been delivered. The contents of this report have been compiled from 
original and published sources believed to be reliable, but are not guaranteed as to accuracy or completeness.  Market opinions contained herein are 
intended as general observations and are not intended as specific investment advice. Market index performance is provided by a third-party source 
deemed to be reliable. Indexes are unmanaged and have been provided for comparison purposes only. No fees or expenses have been reflected. 
Individuals cannot invest directly in an index.

Bonds: Positive news on the U.S. economy helped U.S. government bond rates climb higher 
in October. Rates on the shorter end of the yield curve rose more than longer-term 
rates in October: for example, the 2-year Treasury rate finished 11 basis points 
higher at 1.60%, while the 10-year note closed just 4 basis points higher at 2.38%. 
The strong economic reports have virtually guaranteed a quarter-point hike in the 
Federal Reserve’s target rate at their December meeting, according to Fed funds 
futures data. In the corporate bond markets, companies continue to borrow at a 
brisk rate, taking advantage of the current low interest rate environment to lock in 
long-term financing before rates rise any farther. Yields on corporate debt declined 
more in the investment-grade market than among high-yield debt securities.

The Month Ahead: Investors appear to be optimistic about the final two months of the year, both in 
terms of economic performance and market results. Attention is likely to focus on 
Washington D.C. in the coming weeks as market analysts look for cues on direction 
as Republican proposals on tax reform emerge and are negotiated. There will also be 
a cautious eye turned toward the ongoing investigations into Russian interference 
in the last presidential election and possible collusion with the Trump campaign. 
Additionally, retailers and consumer goods companies will be closely watched over 
the next two months as the Christmas shopping season hits full stride. It has been 
a tough year for most retail firms, with the exception of Amazon, and many will be 
looking for end-of-year consumer spending to shore up their financial results.


