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Equity Markets 
 U.S. equities rose last week, with the NASDAQ recording the biggest jump and the S&P 500 and Dow 

Jones indices both reaching new all-time highs despite a first round of disappointing bank earnings. 

 7/7 Close 7/14 Close Change 
Dow Jones 21,414 21,638 Up 1.0% 
S&P 500 2,425 2,459 Up 1.4% 
NASDAQ 6,153 6,312 Up 2.6% 
KBW Bank Index 97.13 96.29 Down 0.9% 
    

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

 JPMorgan Chase reported second-quarter earnings last week that smashed Wall Street estimates as 
strong lending results offset a 14% decline in trading revenue. The bank has earned $26.5 billion in 
profit over the past 12 months, the most ever by any major U.S. bank. However, its shares fell as the 
bank lowered its net interest income forecast for the year by approximately 10%. 

 Wells Fargo, the third-largest U.S. bank, easily beat Wall Street expectations on earnings, but revenues 
came in at $22.2 billion, below the $22.5 billion consensus estimate. The bank’s net income was 
reported at $5.8 billion, a 4.5% increase from a year ago. 

 Citigroup reported better-than-expected second-quarter results last week with earnings at $3.87 billion. 
Due to a renewed focus on investment banking, including some major hires, the bank boosted revenue 
22% to $1.49 billion, trouncing analysts’ estimates. Revenue from fixed-income trading sits just shy of 
the long-running leader, JPMorgan Chase.  

 PNC Financial’s second-quarter earnings and revenue topped estimates as the regional bank's lending 
continued to grow. The Pittsburgh-based bank said loans grew 4.3% from a year ago to $218 billion, 
fueled by a rise in commercial and consumer lending balances. 

Credit Markets  
 Treasury prices had their first weekly surge in the last month, bolstered by Fed Chair Janet Yellen’s 

gradualist tone to policy tightening as inflation languishes below the central bank’s 2% target. 
 7/7 Close 7/14 Close Change 
3 month Tsy 1.05% 1.04% Down 1 bp 
2 year Tsy 1.40% 1.35% Down 5 bps 
5 year Tsy 1.95% 1.87% Down 8 bps 
10 year Tsy 2.39% 2.33% Down 6 bps 
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Credit Markets cont. 

 Corporate bonds are finding favor as central bankers mull tightening monetary policy, sending
government debt tumbling around the world. Spreads have tightened to the narrowest level in
three years and a few basis points away from the lowest levels in nearly a decade.

Treasury/Fed/Administration/Congress 

 A third Federal Reserve interest-rate hike no longer looks like a sure thing after last week’s
weaker-than-expected retail sales and inflation data, as well as dovish testimony from Fed
Chair Janet Yellen. The odds of a hike by year-end, based on fed funds futures, stand at about
45%, down from 60% a few weeks ago.

 Federal Reserve Bank of Dallas President Robert Kaplan wants evidence that inflation will rise to
2% over time before hiking rates again, but is comfortable with moving ahead with the balance-
sheet unwind. “As early as September might be appropriate to begin the process”, says Kaplan.

 The Bank of Canada raised its interest rates for the first time since 2010 last week, citing a
recent acceleration of growth that it predicts will eliminate fully the economy’s slack by the end
of this year. The benchmark rate was raised to 0.75%, from 0.50% prior.

Economy 

 U.S. consumer prices were flat in June, with the index climbing by 1.6% year-over-year, below
expectations of 1.7%. The report indicates inflation may remain stuck below the goal of Fed
policy makers for a longer period of time. Core CPI rose by 0.1%, with the biggest price drops
coming from airfares, new and used vehicles, and wireless phone services.

 After rising steadily in 2016 and early 2017, U.S. wholesale inflation has suddenly tapered,
suggesting that inflation is well contained. The PPI index rose 0.1% in June with a pickup in
services costs led by a 4% rise in prices for securities brokerage and investment advice.

 Retail sales unexpectedly dropped for a second straight month in June, signaling cautious
consumers are providing only modest support for the U.S. economy. Headline sales fell 0.2%,
versus forecast of a 0.1% gain, after falling 0.1% in May.

 Sentiment fell last week to the lowest level since before the election, as consumers are losing
hope for any major policy action. Expectations of health-care reform, tax cuts and regulatory
changes fueled consumer optimism since November, but have faded as those initiatives have
not yet surfaced. On the other hand, an improved financial situation has become the major
driver behind gains in consumers’ assessment of economic conditions.

This Week 

Economic data scheduled to be released this week includes import prices and housing starts. 

Quote 

“It is easier to resist at the beginning than at the end.”  

- Leonardo da Vinci 

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


