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Equity Markets 

 U.S. equities retreated late last week after poor housing data and a slump in consumer sentiment 
added to signs the American economy’s growth rate may be slower than forecast.  

 6/9 Close 6/16 Close Change 
Dow Jones 21,272 21,384 Up 0.5% 
S&P 500 2,432 2,433 No change 
NASDAQ 6,208 6,152 Down 0.9% 
KBW Bank Index 93.79 93.74 Down 0.1% 
    

 The broader market remained remarkably unchanged for the week despite another plunge from 
the NASDAQ, an interest rate hike by the Fed and a market-moving buyout of Whole Foods 
Market by Amazon. 

Financials 

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

 Goldman Sachs and Bank of America have pledged to help fund Amazon’s $13.7 billion takeover 
of Whole Foods Market Inc., marking the year’s second-largest bridge loan. The banks are 
splitting the financing commitment equally, with each pledging $6.85 billion. 

 The enduring search for yield and a renewed bull market in Treasuries have positioned corporate 
debt allocations at an all-time high of 37% of assets, according to Stone & McCarthy Research 
Associates’ weekly survey of fixed-income portfolio managers.  

Credit Markets  

 Treasury prices fell slightly last week as low volatility continues to be the thought on everyone’s 
mind. Bank of America’s MOVE index, a gauge of price swings in Treasury options, fell last week 
to the lowest level since May 2013. 

 6/9 Close 6/16 Close Change 
3 month Tsy 1.01% 1.03% Up 2 bps 
2 year Tsy 1.35% 1.32% Down 3 bps 
5 year Tsy 1.77% 1.75% Down 2 bps 
10 year Tsy 2.21% 2.16% Down 5 bps 
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Credit Markets cont. 

 Minnesota’s bond rating was put on watch for a potential downgrade by S&P last week after 
Governor Mark Dayton used his line-item veto when he approved Minnesota’s $46 billion 2018-
2019 biennial budget and struck appropriations used to cover debt service on outstanding debt 
for the legislature. Sluggish tax revenue growth at the state-level has resulted in governments 
having to slash budgets in the middle of the year and resort to using reserve funds. 

Treasury/Fed/Administration/Congress 

 Federal Reserve officials forged ahead with an interest-rate hike of 25 basis points last week, as 
well as additional plans to tighten monetary policy despite growing concerns over weak 
inflation. Policy makers maintain their outlook for one more hike in 2017 and have issued 
forecasts showing an additional three quarter-point rate increases in 2018. 

Economy 

 The Federal Reserve is facing some major hurdles for future rate hikes as inflation indicators 
continue to decelerate. Headline CPI fell 0.1% in May versus expectations for a flat reading; 
similarly, core CPI, which excludes food and energy, undershot forecasts of 0.2%, rising just 
0.1%. The large drop in energy was the main contributor to the headline index decline. May’s 
underwhelming CPI results pushed year-over-year growth down to 1.9% from 2.2% prior. 

 Lower costs of food, gasoline and other fuels kept wholesale U.S. inflation in check in May, 
according to Labor Department data; however, inflationary pressures in the production pipeline 
remain elevated as PPI, year-over-year, is currently up 2.4%, compared to zero in August 2016. 

 Three straight months of declines in new-home construction indicate U.S. homebuilding may 
weigh on second-quarter growth. In May, residential starts fell 5.5%, partially a result of 
declining construction in the South, which reached its weakest level since October 2015. This 
follows a 2.7% decline in April and a 7.7% drop in March. Home construction is still up 3.2% 
year-to-date, but that increase has been too modest to address the dwindling supply of homes. 

 Retail sales in the U.S. recorded their biggest drop in more than a year in May amid declining 
purchases of motor vehicles and discretionary spending. The 0.3% decline in sales fell 
significantly below consensus expectations of no change for the month. 

 Import prices fell 0.3% in May, the steepest decline since the index dropped 0.5% in February 
2016, the Labor Department reported last week. As with CPI and PPI, the decline was a function 
of energy prices, as petroleum prices fell 3.9% for the month. 

This Week 

Economic data scheduled to be released this week includes new and existing home sales. 
 

Quote 

“He who undervalues himself is justly undervalued by others.”  

- - William Hazlitt 
 
 

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


