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Newsletter 

. . .as summarized by Smith Shellnut Wilson 

Equity Markets 

• U.S. stock indexes closed mostly down last week on mixed economic data.

4/27 Close 5/4 Close Price Change 
Dow Jones 24,311 24,263 Down 0.3% 
S&P 500 2,670 2,663 Down 0.3% 
NASDAQ 7,120 7,210 Up 1.3% 
KBW Bank Index 108.35 106.50 Down 1.7% 

• The cyclically adjusted price-earnings ratio of U.S. stock, at 26.2x, has dropped from
its highest level in about 17 years as stock prices declined from their January highs;
still the metric has further room to fall to reach its 20-year average of 22.0x.

• Japan’s biggest bank has been accused by New York officials of dodging tough
oversight by swapping its state license for a federal one, putting itself under a U.S.
agency on the front lines of President Donald Trump’s push to ease financial rules.

• America’s regional banks are preparing to defend their turf: Amazon, already a lender
to small businesses, is now in early discussions to create a product for retail customers
similar to checking accounts.

Financials 

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

Credit Markets 

• U.S. Treasury yields were little changed last week, maintaining their “bull flattening”
stance.

4/27 Close 5/4 Close Yield Change 
3-month Tsy 1.81% 1.83% Up 2 bps 
2-year Tsy 2.49% 2.50% Up 1 bp 
5-year Tsy 2.80% 2.79% Down 1 bp 
10-year Tsy 2.96% 2.95% Down 1 bp 

• The U.S. Treasury borrowed $488 billion from January through March, a record high for
a first quarter, as the department increased its cash buffer and prepares for widening
budget deficits.
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Treasury/Fed/Administration/Congress 

• Federal Reserve officials left interest rates unchanged at their FOMC meeting last week,
acknowledging that inflation is close to target without indicating any intention to veer
from their gradual tightening of monetary policy.

Economy 

• U.S. hiring rebounded in April and the unemployment rate dropped below 4% for the first
time since 2000, while wage gains cooled by more than forecast, a sign that the labor
market still isn’t tight enough to spur inflation.

• March durable goods orders topped expectations, rising 2.6% versus a consensus forecast
of 1.6%; February orders were revised up to 3.5% versus 3.0% as last reported.

• The 0.7% rise in productivity in the first quarter was in line with paltry gains in efficiency
over the last decade, amid relatively modest wage pressures and recent technological
advances that have failed to spur a big increase output per man hour.

• Growth in the U.S. service industries cooled in April to a four-month low and hiring in the
sector eased, adding to signs that the economy is off to a softer start this quarter, an
Institute for Supply Management survey showed last week.

• U.S. factories have been given too much of a good thing, with surging demand leading to
system-wide bottlenecks that are weighing on business and potentially the broader
economy; the latest evidence came last Tuesday in the Institute for Supply Management’s
April manufacturing survey, which showed that despite robust orders, production cooled
as suppliers’ delivery times lengthened, backlogs mounted, materials prices picked up,
and hiring slowed.

• With the calendar’s turn from April to May, the U.S. economic expansion has become the
nation’s second-longest on record.

• U.S. consumer spending picked up in March while the Federal Reserve’s preferred inflation
gauge came close to the central bank’s 2% target for the first time in a year, reinforcing
the outlook for further interest-rate hikes.

This Week 

Economic data scheduled to be released this week include inflation statistics and import prices. 

Quote 

“Experience is not what happens to you; it’s what you do with what happens to you.” 

- - Aldous Huxley 

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