
 
 

SSW Research Department 
Office: (601) 605-1776 

Email: brianf@ssw1776.com 
Website: www.ssw1776.com 

 

 
 

Ju
ne

 2
, 2

01
7 

Financial Week 
Newsletter

. . .as summarized by Smith Shellnut Wilson

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Equity Markets 

 U.S. stocks rose for the second consecutive week, bringing the Dow Jones Industrial Average, the 
S&P 500 and the Nasdaq Composite to new highs; the smaller-cap benchmarks remained slightly 
below the records they established earlier in the year. 

 5/26 Close 6/2 Close Change 
Dow Jones 21,080 21,206 Up 0.6% 
S&P 500 2,416 2,439 Up 1.0% 
NASDAQ 6,210 6,306 Up 1.5% 
KBW Bank Index 90.83 89.38 Down 1.6% 
    

Financials 

 Regulators closed no additional banks last week, leaving year-to-date closures at six. 

 Morgan Stanley CEO James Gorman indicated last week his firm is seeing similar trading declines 
as competitors JPMorgan Chase and Bank of America, which said second-quarter trading revenue 
is on pace to drop at least 10% from a slump in fixed-income due to low market volatility. 

 A former Sterne Agee & Leach managing director pled guilty to lavishing a portfolio manager at 
New York state’s pension fund with trips to luxury vacation destinations in exchange for steering 
hundreds of millions in trading business her way, while expensing the costs to Sterne Agee. 

Credit Markets  

 Long-term Treasury yields declined to the lowest level since before the election after the latest 
jobs report offered mixed signals on the strength of the American labor market. 

 5/26 Close 6/2 Close Change 

3 month Tsy 0.94% 0.98% Up 4 bps 
2 year Tsy 1.30% 1.28% Down 2 bps 
5 year Tsy 1.79% 1.71% Down 8 bps 
10 year Tsy 2.25% 2.15% Down 10 bps 
    

 S&P Global Ratings cut Illinois’ credit rating to one step above junk last week, the lowest grade 
that it has given to a U.S. state on record. The company warned that the nation's fifth-largest 
state is at risk of losing its investment-grade status unless it passes a budget that addresses a 
gaping structural deficit. The unprecedented step would only deepen the government’s financial 
strain. 
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Treasury/Fed/Administration/Congress 

 Investors are convinced that the Fed will raise the overnight rate at its mid-June meeting, as 
Bloomberg’s World Interest Rate Probability function calculates a 95% chance of a hike.  Market 
odds on a September hike haven’t yet followed suit, however, remaining at only about 30%. 

 Federal Reserve Bank of San Francisco President John Williams sees a “much smaller” Fed 
balance sheet in about five years, at the end of an unwinding process that could start with a 
small step later this year. Policy makers are working on a plan to gradually reduce the central 
bank’s $4.5 trillion in assets, while aiming to minimize market reactions. 

 The Trump administration has selected candidates for at least two of the three open positions 
on the Federal Reserve’s Board of Governors. The expected nominees include Randal Quarles, a 
Treasury Department official in the George W. Bush administration, and Marvin Goodfriend, a 
former Fed official who is now a professor of economics at Carnegie Mellon University. 

Economy 

 After being a major drag on economic growth in the first quarter, consumer spending 
rebounded in April, rising 0.4% and in line with expectations. Personal income growth also rose 
0.4% after a 0.2% gain prior, which was driven by a solid jump in wages and salaries growth. 

 While income and spending results were favorable, the Fed’s preferred inflation gauge slowed 
on a year-over-year basis in April to 1.5% vs. 1.6% prior, hardly showing signs of hitting the 
Fed’s 2% annual target anytime soon. 

 Imports to the U.S. climbed in April while exports fell, resulting in a wider trade deficit, which 
will be a drag on second-quarter economic performance and may be a sign that the elevated 
dollar is curtailing demand for U.S. manufacturers and associated exports. 

 Pending home sales declined 1.3% in April on the back of a 0.9% drop in March; consensus 
expectations had projected a modest rebound of 0.5%. Demand remains strong as housing is 
still affordable, despite rising prices, thanks to low mortgage rates and higher incomes; 
however, an acute shortage of inventories continues to limit the pace of sales. 

 Job creation fell sharply in May with just 138,000 new positions created, significantly missing 
the 182,000 expected by consensus and following a downwardly revised increase during April; 
the unemployment rate fell to 4.3%, a new cyclical low, from 4.4% in April. Private hiring remains 
exceptionally strong as private-sector growth surged to 253,000 in May, from 174,000 prior. 

This Week 

Economic data scheduled to be released this week includes nonfarm productivity and factory orders. 
 

Quote 

“With self-discipline most anything is possible.”  

- - Theodore Roosevelt 
 
 

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


