
OIL 
After a strong recover last year, oil prices have softened to below $45/bbl this week (Bloomberg).  
Several factors are driving this, including record production from US shale producers, seemingly 
ineffective OPEC production cuts, and surprisingly lower end demand.  In fact, gasoline inventories rose 
last week; a surprise considering the summer driving season usually results in lower inventories. As we 
learned from the oil collapse in 2014 and recovery in 2016, shale producers will turn off production 
when it’s not profitable, but can also bring it back on steam quickly when prices rise.  Which means (in 
my opinion) it’s unlikely we’ll see oil revisit the lows of 2014-2015, but also unlikely we’ll see it rise much 
higher than the recovery we saw last year.   
 
US CONSUMER 
More concerning to me than low oil prices is the US consumer trends.  As previously mentioned, 
gasoline stockpiles rose surprisingly last week, indicating less summer vacation driving than expected.  
Also, car sales seem to be weakening, with May US auto sales -1.4% from April, and -3.2% over May 
2016 (Wall Street Journal).  Housing activity is weaker as well, with May existing home sales -2.3% 
(National Association of Realtors), and new homes sales -11.4% in April (Trading Economics).  These 
negative data points may not be as negative as they seem as there are bright spots to these reports as 
well.  For example, most of the lower sales in gasoline is due to lower prices/gallon, not fewer gallons 
being purchased.  Also, part of the weakness in existing home sales is due to such low inventory in 
houses for sale; anecdotally I’m hearing more stories of bidding wars and houses selling for above listing 
prices in many areas of the country.  As for new homes, part of the weakness in sales is due to lower 
inventories; surveys of home builders indicate they’re generally still very optimistic about growth in the 
housing industry.  So the data points are mixed, but considering the US consumer accounts for about 
70% of US GDP, I’ll be keeping an eye on these data points to see if they’re anomalies or the beginning 
of trends.  
 
TREASURY RISK 
Bloomberg published an interesting article this week, highlighting an undesirable side effect of the 
global recovery; a lack of “safe-haven” investments.  Typically when companies, individuals, and 
governments need to hold cash for relatively short periods of time, they need to keep those investments 
very safe, which historically means government bonds.  And not bonds issued by just any government; 
US Treasuries are generally considered the safest, with German, Japanese, and British bonds also 
generally considered very safe.  However, due to the global recovery, there is a much higher demand for 
safe haven assets than there are safe haven options, which theoretically leads to artificially high prices 
for these bonds.  China is seen as the best candidate for an emerging-market alternative to the US or 
other developed nations, but development as a safe and trusted alternative will take time.  Until then, 
the high reliance on Treasuries means that market could be particularly vulnerable to shocks if investors 
decide to leave en masse.  See the full article here: https://www.bloomberg.com/news/articles/2017-
06-13/synchronous-global-recovery-masks-a-deepening-asset-imbalance?srnd=157393012 
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Stocks offer long-term growth potential, but may fluctuate more and provide less current income than 
other investments. An investment in the stock market should be made with an understanding of the 
risks associated with common stocks, including market fluctuations. 
 

While stocks generally have a greater potential return than government bonds and treasury bills, they 
involve a higher degree of risk. Government bonds and treasury bills, unlike stocks, are guaranteed as to 
payment of principal and interest by the U.S. Government if held to maturity. 
 
Investing in foreign securities presents certain risks not associated with domestic investments, such as 
currency fluctuation, political and economic instability, and different accounting standards. This may 
result in greater share price volatility. 
 
Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond 
prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can 
result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments 
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Investing in foreign securities presents certain risks not associated with domestic investments, such as 
currency fluctuation, political and economic instability, and different accounting standards. This may 
result in greater share price volatility. 
 
Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond 
prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can 
result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments of 
interest and/or principal. This risk is heightened in lower rated bonds. If sold prior to maturity, fixed 
income securities are subject to market risk. All fixed income investments may be worth less than their 
original cost upon redemption or maturity 
 
Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), Member SIPC. WHF Wealth Management is a separate entity from WFAFN. 
 


