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. . .as summarized by Smith Shellnut Wilson 

Equity Markets 

• After a strong start to the month, U.S. equity markets were choppy last week as
investors turned the page on the first-quarter earnings reporting season and weighed
the implications of rising interest rates and ongoing trade tensions between the U.S.
and China.

5/11 Close 5/18 Close Price Change 
Dow Jones 24,831 24,715 Down 0.5% 
S&P 500 2,728 2,713 Down 0.5% 
NASDAQ 7,403 7,354 Down 0.7% 
KBW Bank Index 110.83 109.51 Down 1.2% 

Financials 

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

• Wall Street is poised to get a big reprieve from the Volcker Rule, as U.S. agencies
prepare to scrap a restrictive presumption that most positions held by banks for less
than 60 days are speculative and violate the proprietary trading restrictions of the
post-crisis regulation.

• Wells Fargo, the scandal-ridden bank, uncovered yet another one when it found that
employees in its wholesale unit added information to internal customer records
without clients’ knowledge in order to satisfy regulatory demands related to anti-
money-laundering controls.

Credit Markets 

• U.S. Treasury yields generally rose last week, driving a rally in the dollar and a dip in
gold prices.

5/11 Close 5/18 Close Yield Change 
3-month Tsy 1.90% 1.89% Down 1 bp 
2-year Tsy 2.54% 2.55% Up 1 bp 
5-year Tsy 2.84% 2.89% Up 5 bps 
10-year Tsy 2.97% 3.06% Up 9 bps 
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Credit Markets (cont’d) 

• Blame the U.S. central bank for the flattening the yield curve, according to Federal Reserve
Bank of St. Louis President James Bullard, who urged his colleagues to avoid aggressive
policy tightening that would push shorter-term rates above those on longer-dated
Treasuries, risking a recession.

Treasury/Fed/Administration/Congress 

• Wall Street’s love affair with bitcoin and other digital currencies could bring chaos to parts
of the U.S. economy, a top Federal Reserve official warned, with certain banks and
companies issuing the equivalent of unsanctioned private currencies; the problem of
private currencies was last resolved after the Civil War, when the federal government
consolidated all money under the U.S. dollar.

Economy 

• The Conference Board’s index of leading economic indicators rose 0.4% in April, after
rising 0.4% in March and 0.7% in February.

• U.S. factory production regained its footing in April, rising 0.5%, to push capacity
utilization to the highest since 2015, indicating that the industry should provide support
to economic growth this quarter.

• U.S. new home construction declined 3.7% in April as fewer starts of apartment projects
outweighed a modest improvement in single-family structures, government figures
showed last week.

• U.S. retail sales rose in a weak, but broad fashion in April as bigger after-tax paychecks
helped compensate for rising fuel costs, signaling that consumer demand was off to a
firm start this quarter.

• Borrowers in the U.S. are defaulting on subprime auto loans at higher rate than during the
financial crisis, according to Fitch Ratings; lenders are responding by pulling back on
financing to applicants with shaky credit histories and requiring higher standards for
loans that they bundle and sell to investors.

This Week 

Economic data scheduled to be released this week include new and existing home sales, durable 
goods orders and consumer sentiment. 

Quote 

“Intellectual property has the shelf life of a banana.” 

- - Bill Gates 

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