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Equity Markets 

 U.S. equities posted strong gains last week on the back of commentary from the Federal Reserve 
and a strong revision to first-quarter GDP. The S&P experienced its seventh consecutive daily gain 
on Friday, pushing the index to a new record high. 

 5/19 Close 5/26 Close Change 
Dow Jones 20,805 21,080 Up 1.3% 
S&P 500 2,382 2,416 Up 1.4% 
NASDAQ 6,084 6,210 Up 2.1% 
KBW Bank Index 90.02 90.83 Up 0.9% 
    

Financials 

 Regulators closed one additional bank last week, bringing year-to-date closures to six. 

 Last week, a Minneapolis federal court ruled that Wells Fargo is liable for a 20% negligence 
penalty in connection with $350 million of foreign tax credits that it claimed based on its 
participation in an abusive tax shelter called Structured Trust Advantaged Repackaged Securities 
(STARS), which were designed to exploit differences between U.S. and U.K. tax laws. 

 Goldman Sachs Group Inc. sued two former vice presidents in the bank’s private wealth 
management unit in Chicago, claiming they poached clients for their own new investment 
advisory business, Grey Street Capital LLC. 

 The spike in U.S. mortgage rates since the November presidential election has somewhat 
subsided, as the average rate on a 30-year fixed mortgage dropped to 3.95% last week. 

 Apple Inc. and Visa Inc. are facing claims by Universal Secure Registry, a small Boston-area 
company, that their mobile-payment partnership infringes four of its patents. 

Credit Markets  

 Treasury yields remained stubbornly low last week forcing Wall Street banks such as Goldman 
Sachs and JPMorgan to cut year-end yield forecasts despite expectations of impending rate hikes. 

 5/19 Close 5/26 Close Change 

3 month Tsy 0.92% 0.94% Up 2 bps 
2 year Tsy 1.28% 1.30% Up 2 bps 
5 year Tsy 1.79% 1.79% Unchanged 
10 year Tsy 2.23% 2.25% Up 2 bps 
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Treasury/Fed/Administration/Congress 

 Minutes from the recent FOMC meeting were relatively straightforward, shrugging off the first 
quarter’s sluggish growth and maintaining the position that economic conditions are ripe for 
another rate hike. Fed officials also discussed their intention to gradually reduce its balance 
sheet, which may put upward pressure on longer-term interest rates. 

 The White House is starting to warn that the U.S. government could reach its borrowing limit 
late this summer, sooner than previously expected. Conservatives are already girding for a 
battle over raising the debt ceiling, while the House Freedom Caucus said last week that any 
increase in the borrowing limit should be paired with spending cuts. 

 In efforts to balance the budget within a decade, the Trump Administration released its first full 
budget proposal last week, which included substantial cuts to education and entitlement 
programs, such as Medicaid and food stamps, for lower-income Americans. 

Economy 

 The second reading of first-quarter GDP revealed that U.S. economic growth slowed less sharply 
than initially thought. GDP increased at a 1.2% annual rate instead of the 0.7% pace reported last 
month, pushing the year-over-year pace to 2.0%. Economic growth needs to accelerate to 2.1% 
in 2017 in order to reach the Fed’s growth target. 

 New home sales plummeted 11.4% in April, following a 5.8% jump in March; economists 
surveyed by Bloomberg had projected a 1.8% decline. Sales fell in all four regions, but the 
biggest drop was in the West, where homes tend to skew toward the higher price points. 

 Sales of previously-owned homes fell 2.3% in April, weighed down by a stubborn shortage of 
houses on the market that’s keeping prices high and repelling prospective buyers. April’s 
retracement fell below the 1.1% decline estimated by economists.  

 Home prices in the U.S. increased 6% in the first quarter from a year earlier, mainly due to 
competition created by a lack of inventory combined with the demand for real estate as a result 
of strong recent job growth.  

This Week 

Economic data scheduled to be released this week includes personal income, pending home sales, 
productivity, construction spending and the national employment situation. 
 

Quote 

“Through the unknown, we’ll find the new.”  

- - Charles Bauderlaire 
 
 

The source for the information above is Bloomberg News unless otherwise noted. 


