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Equity Markets 

• Stocks finished lower for the second consecutive week as more drama unfolded in Washington,
involving the departure of White House Chief Strategist Steve Bannon, a terrorist attack in Barcelona,
Spain and recent violence in Charlottesville, Virginia.

8/11 Close 8/18 Close Change 
Dow Jones 21,858 21,675 Down 0.8% 
S&P 500 2,441 2,426 Down 0.7% 
NASDAQ 6,257 6,217 Down 0.6% 
KBW Bank Index 93.76 93.24 Down 0.6% 

Financials 

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

• A former Bank of America project consultant was sued last week by the U.S. Securities and Exchange
Commission after he leaked nonpublic information on dozens of planned mergers and acquisitions to
friends who made millions of dollars trading on the tips between 2014 and 2017.

• Goldman Sachs has provided short-term bridge loans to help fund two of this year’s biggest deals,
including Discovery Communications buyout of Scripps Networks and Amazon.com’s purchase of Whole
Foods Market. Putting up the cash gives the firm a chance to capture revenue at nearly every turn.

• According to Wall Street Journal reports, Goldman Sachs lost more than $100 million trading natural gas
in the second quarter after failing to properly hedge bets on the direction of gas prices. As a result, its
commodities business posted the worst quarterly results since the firm went public in 1999.

Credit Markets 

• U.S. Treasuries were largely unchanged last week as minutes from July’s FOMC meeting reinforced
expectations for an announcement of the beginning of balance sheet unwinding at the Fed's September
19–20 meeting, but also highlighted concerns about stubbornly low inflation.

8/11 Close 8/18 Close Change 

3 month Tsy 1.03% 1.02% Down 1 bp 
2 year Tsy 1.30% 1.33% Up 3 bps 
5 year Tsy 1.74% 1.77% Up 3 bps 
10 year Tsy 2.19% 2.19% Unchanged 
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Credit Markets Cont. 

• Despite bond traders grappling with the Fed’s tightening path, uncertainty around fiscal policy
in Washington and heightened geopolitical risk, the U.S. Treasury market is having its most
tranquil period dating back to 1990, with the benchmark 10-year yield remaining range-bound
over the past three months.

• Cleveland, Ohio has overtaken Las Vegas as the top spot for seriously underwater homes, in
which the homeowner owed at least 25% more than the estimated market value of the home.

Treasury/Fed/Administration/Congress 

• The minutes from the July FOMC meeting signaled that policy makers are largely prepared to
initiate the balance-sheet runoff “relatively soon”, assuming the economy continues on its
current trajectory and financial markets are not destabilized by debt ceiling issues due to arise
in October. The minutes also showed that policy makers are considering a reduction in the pace
of interest-rate normalization over the medium term.

Economy 

• Residential starts declined 4.8% in July, a big miss from estimates of a 0.4% gain, on an abrupt
slowdown in apartment construction and a modest decline in single-family homebuilding that
indicates little industry support for the economy.

• U.S. retail sales recorded their biggest increase in seven months in July – a 0.6% gain versus
0.3% estimates - as consumers boosted purchases of motor vehicles, as well as discretionary
spending, suggesting a robust start to consumer spending in the third quarter.

• Headline import prices edged up 0.1% in July following two straight monthly declines. Overall,
prices are up 1.5% in year-over-year terms, but the trend has been decelerating since early
2017. The increase was driven by rising costs for petroleum products and food, but underlying
imported inflation remained muted.

• A slump in motor vehicle production drove U.S. factory output unexpectedly down in July and 
has kept it flat for months. Auto production fell 3.6%, while total factory output dropped 
0.1%, missing consensus expectations of a 0.2% gain.

This Week 

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

Quote 

“Only those who dare to fail greatly can ever achieve greatly.” 

- Robert F. Kennedy 

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