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U.S. stocks registered a respectable 1.0% gain in April, as measured 
by the S&P 500 Index, to keep the current bull market going. 
Americans continue to feel good about future growth, even though 
there are some signs of potential trouble on the horizon.

The Economy: Since President Trump’s election last November, consumers and businesses had 
grown more optimistic about future economic conditions. This optimism has helped 
push U.S. stock market indexes to record highs throughout 2017. But increasingly, 
this “soft” sentiment data has been undercut by “hard” data telling a different story. 
Case in point was the initial estimate for Q1 economic growth, which came in at an 
annual rate of 0.7%--the weakest GDP growth since 2014. (See chart below.) Much 
of the blame for this tepid pace of growth was pinned on slower consumer spending, 
especially a 2.5% drop in durable goods purchases. Also, a smaller-than-expected 
increase in job growth for March, reported earlier in April, underscored an apparent 
disconnect between consumers’ sunnier outlook and a darker view presented by 
the raw numbers. Markets are still trading on a lot of belief, mostly due to high 
expectations for tax and other pro-growth reforms from the Trump administration. 
Much will now depend on how these proposals progress through Congress. 
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Chart 1: U.S. gross domestic product (GDP) growth rate, Q2 2013-Q1 2017

Source: U.S. Bureau of  Economic Analysis (bea.gov); www.tradingeconomics.com



Equities: Technology stocks enjoyed another banner month, helping the Nasdaq Composite 
Index make headlines late in April when it crossed the 6.000-point barrier for the 
first time. Performance for the tech sector has been impressive recently, but it’s 
important to note much of the return achieved thus far in 2017 has been powered 
by just a handful of companies. In fact, five companies—Apple, Amazon, Alphabet 
(parent company of Google), Facebook and Netflix—are responsible for one-third 
of the S&P 500’s 6.7% year-to-date return, according to Barron’s. Apple by itself 
has contributed 10% to the performance of the broad stock market index. The 
strong returns may be justified by the outstanding earnings for Q1 reported by 
many of these firms. Still, investors should be concerned whenever market breadth 
narrows. When fewer stocks are participating in the market’s growth, the risk for 
investors can increase.
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Sector Performance:
Ranked by previous month 
total return best to worst

Technology 2.5%
A strong month for the software and services 
sector, but chip firms lagged.

Consumer Discretionary 2.4%
Cable and internet retailing enjoyed strong 
returns; home improvement stores also stood out. 

Industrials 1.7%
Defense and aerospace firms rose nearly 4% for 
the month.

Health Care 1.5%
Medical equipment makers had a good month, 
but pharma and biotech were mostly flat.

Materials 1.4%
Positive returns for speciality chemicals, but 
commodity and diversified producers declined.

Consumer Staples 1.0%
Weakness in household products and tobacco 
constrained sector returns.

Utilities 0.8%
Uncertainty around interest rates aided yield-
producing electric companies.

Real Estate 0.1%
Retail and office REITs were clobbered in April, 
but residential REITs were positive.

Financials –0.8%
Big banks declined as interest rates struggled for 
direction.

Energy –2.9%
Another volatile month for oil prices pinched 
returns for the sector.

Telecom –3.3%
Price competition among cellular carriers is chip-
ping away at performance.

Source for equity sector total return data: S&P Dow Jones Indices, Index Dashboard: U.S., April 28, 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.

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: Interest rates for long-term U.S. Treasury notes continued to slide in April, 
reaching a year-to-date low of 2.175% on the 18th. Yields recovered in the second 
half of the month but still ended April lower at 2.281%. The story was different 
on the shorter end of the bond maturity scale: two-year Treasuries also declined 
earlier in the month, but recovered to end April higher at 1.266%. The change 
in Treasury yields resulted in a flatter yield curve to end the month, a signal of 
growing discontent in the bond market about the prospects for future economic 
growth. The souring mood could also be seen in the changing expectations for 
future Federal Reserve rate hikes: while a June hike remains likely, prospects for 
one more Fed increase by year-end were just 50/50, according to the Fed funds 
futures market on April 28th. In the corporate bond market, both investment-
grade and high-yield bonds gained as yields fell. The spread between AAA-rated 
and junk bonds narrowed somewhat as demand for high-yield remained robust.

The Month Ahead: Expect more attention to be paid to future economic releases, as the market looks for 
clearer signals on the state of the economy from business and consumers. Corporate 
earnings in Q1 appear to be strong, which should give stock investors enough 
reason to keep the upward momentum growing. Policy debates should take more a 
backstage role in the near term; investors know that any effort to reform existing tax 
law will take time. Plus, if tax reform happens, the effects aren’t likely to be felt for 
many months, 2018 at the soonest.


