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Economics 

U.S. economic growth is on track to end 2017 on 
solid footing, supported by consumer spending 
and an improving housing market. 

Consumers were active during the holiday 
season, boosting their spending in the final 
quarter of the year. Personal spending jumped 
+0.6% in November, compared to a +0.2% 
increase in the prior month. High consumer 
confidence levels, although dipping in 
December, coinciding with low inflation and low 
unemployment, continue to support healthy 
consumer spending and overall economic 
growth. 

The housing sector, a beneficiary of the benign 
interest rate environment, is recording numbers 
last experienced approximately 10 years ago. In 
November, existing home sales (orange line in 
the graph below), which make up roughly 90% of 
sales in the housing sector, increased at an 
annualized rate of 5,810,000, while new home 
sales (red line) increased at an annual rate of 
733,000. 

Existing and New Home Sales: 
11/30/2007 through 11/30/2017 

 

Source: Bloomberg Finance L.P. 

It is also worth noting that the Federal Reserve 
(the Fed) recently upgraded its projection for 
economic growth in 2018 from 2.1% to 2.5%, but 
maintained its expectations for three interest 
rate hikes during the year.  

Interestingly, the Fed left its inflation forecast 
unchanged, despite the ongoing economic 
expansion and the tightening labor market. 

Equity Markets 

The domestic equity market ended 2017 on a 
sour note, with the major indices dropping in the 
final week of the year. The S&P 500 and the 
Russell 2000 (small cap stocks) fell -0.33% 
and -0.42%, respectively. Investors headed to 
the sidelines as they digested the new tax 
legislation signed into law by President Trump on 
Dec. 22, and its possible impact on future 
corporate earnings.  

Although down for the week, the S&P 500 Index 
recorded its ninth consecutive month of gains, 
returning +1.11% in December. The Index has 
performed very well in 2017, returning +21.83%. 

Around the globe, international stocks were 
strong performers last week, as both 
international developed and emerging markets 
ended the year in the black. The MSCI EAFE Index 
and the MSCI Emerging Markets Index were up 
+0.95% and +1.56%, respectively, while 
domestic markets took a breather. 
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Fixed Income 

In fixed income, the U.S. Treasury curve 
continued to flatten, led by the long end of the 
yield curve. The 10-year U.S. Treasury note yield 
dropped seven basis points (-0.07%) and ended 
the year at 2.41%, while the two-year Treasury 
note was unchanged on the week and closed out 
the year at 1.89%.  

Credit spreads continued to grind tighter last 
week, a familiar theme in 2017. Demand from 
domestic and international investors for 
investment grade corporate bonds has driven 
credit spreads to the tightest level in roughly 
10 years. 

Our View 

This past year was good for stocks and bonds as 
well as domestic and international exposure. As 
we enter 2018, we believe changes in global 
central bank policy and global economic growth 
momentum will be key drivers for asset 
performance.  

We also will be monitoring closely any changes 
to company fundamentals due to the enactment 
of the Tax Cuts and Jobs Act.  

Much to do and look forward to in 2018! 

 

 
 

 

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 
verified for accuracy.  

Securities and insurance products: (1) are not bank deposits; (2) are not insured or guaranteed by the FDIC or any other government agency; 
(3) are not obligations of, or guaranteed by, any financial institution; and (4) involve investment risks, including the potential for fluctuations 
in investment return and the possible loss of principal. 
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