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Equity Markets 

• For the second consecutive week, the Dow Jones outperformed the S&P 500 by a percent. While the S&P 
finished at a gain, there have been some concerns under the hood; the “equal-weight S&P”, which strips 
out market-value biases, posted its biggest weekly drop since May and its worst week versus the 
regular S&P 500 all year. While mega cap stocks rose to keep the index afloat, single-stock blowups 
were aplenty as 13 companies posted weekly declines greater than 10%. 

 7/28 Close 8/4 Close Change 
Dow Jones 21,830 22,093 Up 1.2% 
S&P 500 2,472 2,477 Up 0.2% 
NASDAQ 6,375 6,352 Down 0.4% 
KBW Bank Index 95.23 97.22 Up 2.1% 
    

Financials 

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

• The Federal Housing Finance Agency may suspend Fannie Mae’s and Freddie Mac’s quarterly dividends 
to the Treasury to reduce the threat of future losses eroding investor confidence and burdening taxpayers. 
Treasury is committed to $258 billion in funding to the companies to cover future losses. 

• The vast majority of S&P 500 companies don’t have enough money set aside to meet all their obligations 
to current and future retirees, with a total gap of at least $375 billion for the 200 largest plans; with 
companies eager to get out of the pension business, more are offloading their plans, paying insurance 
companies to take them on instead. 

 

Credit Markets  

• Last week, Treasury prices fell after hiring data from last month came in stronger than forecast, 
underpinning the case for tighter monetary policy. The dollar surged by the most in six weeks as 
investors sought faster growth in economies outside the U.S. 

 7/28 Close 8/4 Close Change 

3 month Tsy 1.08% 1.08% Unchanged 
2 year Tsy 1.34% 1.36% Up 2 bps 
5 year Tsy 1.83% 1.82% Down 1 bp 
10 year Tsy 2.30% 2.27% Down 3 bps 
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Credit Markets Cont. 

• China’s improving economy has recently lowered demand for its longer-term notes. Yields on 
10-year government bonds have settled at around 3.6%, well over a percentage point more than 
those on U.S. Treasuries and roughly 3 percentage points over what’s available in Europe. As a 
result, China’s yield curve is currently the steepest since May. 

• A Federal Reserve-sponsored group has been working on an alternative to Libor. The new rate, 
which the Fed plans to begin publishing daily in the first half of 2018, eventually could be the 
benchmark for pricing some $350 trillion of U.S. derivatives, student loans, home mortgages 
and many other types of credit. 

Treasury/Fed/Administration/Congress 

• Alan Greenspan is warning that the U.S. may be headed for stagflation, a period of rising prices 
and economic stagnation. “By any measure, real long-term interest rates are much too low and 
therefore unsustainable,” the former Fed chairman said in an interview last week. “When they 
move higher they are likely to move reasonably fast. We are experiencing a bubble, not in stock 
prices but in bond prices. This is not discounted in the marketplace.” 

Economy 

• The U.S. economy added 209,000 jobs in July according to the Labor Department, well above 
the expected gain of 180,000. Stronger household incomes and consumer confidence are 
helping to propel demand, while a rebound in global growth has provided more opportunities 
for American exporters. Wage growth rose 0.3% - but remains stagnant YOY at 2.5% - and 
unemployment fell to 4.3% from 4.4% previously. 

• Contract signings rebounded 1.5% in June after a 0.7% drop in May; consensus had projected a 
1% rebound. The increase puts the gauge in line with its average since the start of 2016 and 
shows growth in the market is being sustained while contributing little to the economy. 

• Personal consumption rose 0.1% in June while incomes were little changed after a 0.3% jump in 
the prior month. The core PCE deflator, the Fed’s preferred inflation measure, showed inflation 
steady at 1.5% YOY in June, well below the Federal Reserve’s 2% target. The Fed’s preferred 
inflation gauge has exceeded policy makers’ target in just one month since April 2012. 

This Week 

Economic data scheduled to be released this week includes consumer prices, producer prices and 
productivity. 
 

Quote 

“Endurance is patience concentrated.”  

- Thomas Carlyle 
 

 

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