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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 Major U.S. stock indexes rose last week, but a cautious mood prevailed ahead of the
weekend’s G-7 trade talks and next week’s Fed policy-setting meeting.

6/1 Close 6/8 Close Price Change 
Dow Jones 24,635 25,317 Up 2.8%
S&P 500 2,735 2,779 Up 1.6%
NASDAQ 7,554 7,646 Up 1.2%
KBW Bank Index 107.49 110.00 Up 2.3%

 Warren Buffett and Jamie Dimon are doubling down on their plea for corporations to
stop providing quarterly earnings guidance; Buffett, who runs Berkshire Hathaway, and
Dimon, JPMorgan’s chief executive officer, said in a joint Wall Street Journal editorial
that they are encouraging all public companies to consider moving away from the
practice, arguing that it can stifle long-term investments.

Financials 

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

 Wall Street’s megabanks can expect new limits on how much credit exposure they can
have to one another as the Federal Reserve prepares to approve long-delayed Dodd-
Frank Act restrictions this week; the so-called single-counterparty credit limit, set for a
final vote by Fed governors at a June 14th meeting, was prescribed by lawmakers to
keep banks from becoming as interdependent as they were before the 2008 financial
crisis.

Credit Markets  

 U.S. Treasury yields generally rose last week ahead of this week’s heavy auction supply.

6/1 Close 6/8 Close Yield Change 
3-month Tsy 1.91% 1.91% Unchanged
2-year Tsy 2.47% 2.50% Up 3 bps
5-year Tsy 2.75% 2.79% Up 4 bps
10-year Tsy 2.90% 2.95% Up 5 bps
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Treasury/Fed/Administration/Congress 

 President Donald Trump said Russia should be allowed back into the G-8 bloc as he
prepared for trade talks with allies, pressing his case that the U.S. loses through poor
economic deals negotiated by his predecessors.

 The Federal Open Market Committee meets again this week to decide on the course of
monetary policy; fed funds futures indicate a 100% probability that the Fed will raise
short-term rates by a quarter-point at the meeting.

Economy 

 Global growth is set to slow over the next two years as central banks raise borrowing
rates and U.S. fiscal stimulus starts to fade, according to a World Bank report; the world
economy will grow 3.1% this year and 3% in 2019, the development lender said last week
in its latest “Global Economic Prospects” report.

 U.S. consumer debt outstanding rose in April by the least in seven months, reflecting a
slowdown in non-revolving credit, Federal Reserve figures showed last week.

 The U.S. trade deficit narrowed to the lowest level since September, as exports rose to a
record amid Trump administration tariffs and trade threats that risk hurting global
commerce; the gap decreased 2.1% in April to $46.2 billion, from a revised $47.2 billion
in the prior month.

 U.S. productivity rose at a tepid 0.4% in the first quarter, revised down from an initial
estimate of 0.7%, while unit labor costs rose 2.9%, according to a Bureau of Labor
Statistics report.

 U.S. service industries expanded in May at a faster pace than forecast on stronger orders
and sales, while a gauge of materials prices continued to advance, according to data from
the Institute for Supply Management.

 New orders for U.S. made goods fell by 0.8% in April, weighed down by declines in
demand for transportation equipment and machinery, but the underlying trend continued
to suggest strong momentum in the manufacturing sector.

This Week 

Economic data scheduled to be released this week include consumer and producer price indexes, 
and consumer sentiment. 

Quote 

“A consultant is someone who saves his client almost enough to pay his fee.” 

- - Arnold H. Glasow 

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


