S&P 500 Closes at Another New Record
Weekly Update – July 25, 2016
Stocks ended a fourth straight week of gains, sending the S&P 500 index to another record high.i For the
week, the S&P 500 gained 0.61%, the Dow grew 0.29%, the NASDAQ added 1.40%, and the MSCI EAFE
closed flat.ii
Second-quarter earnings season is in full swing, and the picture thus far is much like that of the last four
quarters: uninspiring performance eked out on very little revenue growth. However, there are some
encouraging signs that could presage better performance in the months to come.
As of July 22nd, we have data from 126 S&P 500 companies, accounting for almost one-third of the index’s
total capitalization. Overall Q2 earnings for these companies are down 1.1% from the second quarter of last
year on 2.6% lower revenues. However, over 70% have managed to beat earnings estimates, indicating that
managers did a good job of setting the bar low.iii There are also plenty of revenue surprises from firms that saw
more demand than expected.
Though it’s disappointing to see another quarter of negative growth, the picture for U.S. firms appears to be
improving. Revenue growth is tracking above what we saw from this same group in the first quarter. That’s a
sign that demand is better than it was earlier this year.
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In the week ahead, all eyes will turn to the Federal Reserve’s Open Market Committee Meeting to see what
guidance the central bank will issue. Though virtually no one on Wall Street expects the Fed to raise interest
rates at this meeting, many analysts believe strong domestic data will give the Fed the confidence it needs to
raise rates before the end of the year. Traders will be watching closely to see whether the Fed strengthens the
language in its statement to prepare markets for a future hike. The week ahead is also a decisive one for
earnings, with nearly 1,000 companies reporting, including 189 S&P 500 firms.iv

ECONOMIC CALENDAR:
Monday: Dallas Fed Manufacturing Survey
Tuesday: S&P Case-Shiller HPI, New Home Sales, Consumer Confidence
Wednesday: Durable Goods Orders, Pending Home Sales Index, EIA Petroleum Status Report,
FOMC Meeting Announcement 2:00 PM ET
Thursday: International Trade in Goods, Jobless Claims
Friday: GDP, Employment Cost Index, Chicago PMI, Consumer Sentiment
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Notes: All index returns exclude reinvested dividends, and the 5-year and 10-year returns are annualized. Sources: Yahoo! Finance, S&P
Dow Jones Indices and Treasury.gov. International performance is represented by the MSCI EAFE Index. Corporate bond performance is
represented by the SPUSCIG. Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into
directly.

HEADLINES:
June housing starts rise. Groundbreaking activity on new homes rose 4.8% last month, beating
expectations. However, revised May numbers suggest the housing sector isn’t picking up speed. v
Weekly jobless claims fall to three-month low. The number of Americans filing for new
unemployment benefits fell last week to the lowest reading since April, supporting strong labor market
trends.vi
Home resales rise in June. Sales of existing homes surged 1.1% last month to the fastest pace in
nine years. Low mortgage rates likely contributed.vii
Manufacturing activity expands more than expected. A measure of manufacturing sector activity
surged to a nine-month high in July, indicating that demand for U.S. factory goods may be rising in
the third quarter.viii

“It's always helpful to learn from your mistakes because then your mistakes seem worthwhile."
– Garry Marshall
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