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Deadly Hurricanes 

The most significant events in the United States 
over the past two weeks clearly involved the 
weather.  

Hurricane Harvey hit south Texas and parts of 
Louisiana, and Hurricane Irma plowed through 
many Caribbean islands and the entire State of 
Florida, and is now headed for other parts of the 
southeast.  

Torrential rains, storm surges, and high winds 
have resulted in the loss of life, significant 
flooding, and damage to homes and other 
buildings. Beyond the human tragedies and 
heroic stories, of which there are many, the 
economic effects will be felt for years to come.  

One immediate impact of the storms has been 
the rapid rise in the price of gasoline. As of mid-
day Saturday (Sept. 9), the average price of 
regular unleaded gasoline had risen to 
$2.67/gallon on a national basis, up from 
$2.35/gallon one month ago.  

On a short-term basis, the storms will likely 
shave growth from U.S. GDP, as employment 
and commerce are adversely impacted in the 
affected areas.  

Looking at the long-term effects, in an interview 
with CNBC, New York Fed President William 
Dudley said, “The long-run effect of these 
disasters unfortunately is it actually lifts 
economic activity because you have to rebuild all 
the things that have been damaged by the 
storms.” 

Market Behavior Last Week 

The holiday-shortened first week of September 
seemed longer than just four days and was 
dominated by hurricane activity and geopolitical 
tensions involving North Korea.  

Also, President Trump made a deal with the 
Democratic leadership to raise the debt ceiling 
and provide needed funds for Hurricane Harvey 
relief. In doing so, he upset many in the 
Republican leadership and rank and file. We will 
see how that plays out when tax reform is 
debated. 

Amid the news headlines, the S&P 500 declined 
a modest -0.6% on the week, as volatility was 
evident in the markets, particularly early in the 
week. International equities fared better on the 
week, and the ten-year U.S. Treasury bond 
closed the week lower in yield at 2.05%, one 
basis point (0.01%) shy of its lowest closing level 
of 2017. 

What About the Top Line? 

In the recently completed second quarter 
earnings reporting season, the year-over-year 
blended earnings growth rate for S&P 500 
companies was a strong 10.44%. This number 
came on the heels of a strong fourth quarter of 
2016 and first quarter of 2017.  

There is considerable focus on corporate 
earnings, as there should be, as earnings are the 
fundamental driver of equity prices. However, 
the critical issue of revenue growth has also 
shown signs of life.  
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The graph below indicates that the revenue 
growth rate rose to +4.8% on an annualized 
basis, which compares favorably to the long-
term rate of +3.9%. In the second quarter of this 
year, 68% of companies beat their expected 
revenue growth rates, which is much higher than 
the 15-year average of 59%. 

S&P 500 Trailing 12-Month Sales Growth 
1/1/1994 – 6/30/2017 

 

Source: Strategas Research  

Tax Reform Moves 
To the Front Burner 

The market’s focus continues to be on tax reform 
and the likelihood of Congress passing it. It is our 
view that there will be some form of tax relief, 
be it tax cuts (short-term) or systemic tax reform 
measures (long-term). We believe the latter is 
more important for providing a favorable 
backdrop for corporate planning and long-term 
capital spending projects.  

Domestic equity indices currently reflect full 
valuation, based on earnings prospects on a 12-
month going-forward basis. We see value in 
other global markets, with our international 
equity positions currently overweight to the 
emerging markets. As to fixed income, we 
remain overweight on credit versus government 
debt. 

 

 

 

The views expressed herein are those of Bryn Mawr Trust as of the date above and are subject to change based on market conditions and other 
factors. Past performance is no guarantee of future results. This publication is for informational purposes only and should not be construed as 
a recommendation for any specific security or sector. Information has been collected from sources believed to be reliable but has not been 
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© 2017 The Bryn Mawr Trust Company 

BMT Wealth Management 
 Ernest E. Cecilia, CFA | Chief Investment Officer 

610.254.2030 | ececilia@bmtc.com 
bmtc.com/wealth 

https://www.bmtc.com/wealth/
https://www.bmtc.com/wealth/
https://www.bmtc.com/wealth
https://www.bmtc.com/wealth/
https://www.bmtc.com/wealth/
https://www.bmtc.com/wealth/

