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For the week ending January 26 

This summary is provided by BMT Wealth Management. 

 

 

Financial Market Recap 

Global equity markets continued their march 
upward last week, with some domestic 
benchmarks hitting new highs.  

The broad market benchmark S&P 500 ended 
the week up 2.23%, recording its 14th record 
high in this young new year. The narrow Dow 
Jones Industrial Average and the tech-heavy 
Nasdaq Composite also set record highs. 

International equities had a similarly good week, 
with developed markets notching a gain of 
1.50% (MSCI EAFE) and emerging markets ahead 
a strong 3.29% (MSCI EM). 

What Does a  
Weak U.S. Dollar Mean? 

Against the backdrop of strong equity returns, 
the U.S. dollar hit a three-year low last week, 
compared to a basket of major world currencies.  

To de-mystify the currency chat, let’s look at 
some of the consequences of the U.S. dollar 
being weak.  

For starters, a weak U.S. dollar (versus other 
currencies) makes U.S. exports more attractive 
to foreign buyers.  

In addition, prices for commodities (such as oil, 
natural gas, gold, silver, agricultural products, 
and livestock) generally rise in periods of U.S. 
dollar weakness, because most commodities are 
priced in U.S. dollars. Or, looking at it another 
way, it takes more U.S. dollars to buy the same 
quantity of goods. 

The graph below highlights the U.S. Dollar Index 
(gold line) versus the GSCI Commodity Indexed 
Trust (blue line), the latter being used as a proxy 
for commodity prices. 

U.S. Dollar Index vs. GSCI Commodity Indexed Trust  
Last 12 Months (through 1/24/2018) 

Indexed to 100 

 

Source: FactSet, Inc. 

As illustrated above, commodity prices 
bottomed in late June 2017, while the U.S. Dollar 
Index continued to decline. Since late June 2017, 
there has been upward pressure on commodity 
prices.  

A weak U.S. dollar can also have positive 
implications, however. For example, when U.S. 
multinational companies convert their foreign-
sourced earnings back into U.S. dollars for 
reporting purposes, the conversion from a 
stronger currency to a weaker currency elevates 
earnings. 

It is also interesting to note that in protracted 
periods of U.S. dollar weakness, emerging 
market equities tend to perform quite well.  

In the seven-year period from June 30, 2001 
through June 30, 2008, the U.S. dollar slid 39% 
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versus other major world currencies, while 
emerging market equities (MSCI EM) advanced 
21.75% on an annualized basis. In the past 13 
months, from Jan. 1, 2017 through last Friday 
(Jan. 26, 2018), the U.S. dollar tumbled 13%, 
while emerging market equities advanced 
45.98%. 

Looking Ahead 

Our view is that interest rates will gradually drift 
higher as economic growth continues. This 

economic momentum is certainly a positive for 
corporate earnings and a necessary element to 
this long-running bull market. 

However, we do have some concerns about the 
degree of investor complacency, given very low 
levels of market volatility, and we advise that 
asset allocations be carefully monitored. 

 

 

 

BMT in the Press 

Bryn Mawr Trust professionals are regularly sought after by the media for their insights on financial 
matters. The following is a recent highlight. 

What’s Your Number? The Ins and Outs of Net Worth (1/25/2018) 
Lisa Piergallini, Senior Vice President and Wealth Advisor at Bryn Mawr Trust, spoke with U.S. News & 
World Report about how she helps clients calculate their net worth. Lisa underscored the importance of 
diversifying the assets that make up net worth, as not all assets can be easily converted to cash in the 
event of an emergency. 
 

 
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. 

By clicking on the link above, you will be directed to a website that is not operated or controlled by Bryn Mawr Trust. Bryn Mawr Trust is not 
responsible for the content on, or availability of, the linked website. Bryn Mawr Trust does not endorse or guarantee any products or services 
made available on the linked website and makes no representation or warranty regarding the accuracy of the information contained on the 
linked website. If you have any questions or concerns about the information provided on the linked website, please contact that third party 
directly. 
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