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Newsletter

. . .as summarized by Smith Shellnut Wilson

 

Equity Markets 

 U.S. stock market indexes were mixed last week, as tariffs and the Fed took center 
stage and bank stocks were hit by a further flattening of the yield curve, which impairs 
bank profit margins. 

 6/8 Close 6/15 Close Price Change 
Dow Jones 25,317 25,090 Down 0.9% 
S&P 500 2,779 2,779 Unchanged 
NASDAQ 7,646 7,746 Up 1.3% 
KBW Bank Index 110.00 107.67 Down 2.1% 
    

Financials 

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

Credit Markets  

 Treasury yields were mixed last week as generally favorable economic news was offset 
by concerns over renewed China trade tensions. 

 6/8 Close 6/15 Close Yield Change 
3-month Tsy 1.91% 1.92% Up 1 bp 
2-year Tsy 2.50% 2.55% Up 5 bps 
5-year Tsy 2.79% 2.80% Up 1 bp 
10-year Tsy 2.95% 2.92% Down 3 bps 
    

 The Treasury yield curve flattened last week to levels not seen since August 2007 after 
Federal Reserve officials hiked rates and signaled a faster pace of tightening ahead. 

Treasury/Fed/Administration/Congress 

 President Donald Trump’s administration moved the U.S. to the brink of a trade war 
with China, announcing tariffs on $50 billion in Chinese imports that America’s biggest 
trading partner has vowed to retaliate against. 
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Treasury/Fed/Administration/Congress (cont’d) 

 The Fed raised the funds rate a quarter-point to a range of 1.75%-2.00% and updated 
interest rate projections to show that officials now anticipate an additional two 25bp hikes 
this year (up from one hike in the March projections) and a further three 25bp hikes in 
2019. 

Economy 

 U.S. retail sales rose in May by the most in six months, exceeding forecasts and bolstering 
expectations for an acceleration in economic growth this quarter; the value of overall 
sales advanced 0.8% from the prior month, double the median estimate of economists and 
following an upwardly revised 0.4% gain in April. 

 U.S. inflation accelerated in May to the fastest pace in more than six years, reinforcing the 
Federal Reserve’s outlook for additional interest-rate hikes while eroding wage gains that 
remain relatively tepid despite an 18-year low in unemployment; headline and core CPI 
measures rose 2.8% and 2.2%, respectively, on a year-over-year basis. 

 U.S. producer prices rose more than forecast in May as the cost of fuels surged by the 
most in three years and U.S.-imposed tariffs on steel and aluminum took hold, a Labor 
Department report showed last week; on a year-over-year basis, headline PPI rose 3.1%, 
the most in six years, while core PPI rose 2.4%. 

 U.S. consumer sentiment rose in June amid more-favorable personal finances, while tariffs 
weighed on Americans’ optimism for the economy and helped boost inflation 
expectations to a three-year high, according to a University of Michigan report published 
last week. 

 U.S. industrial production fell slightly in May amid a sharp drop in manufacturing output; 
overall industrial production fell 0.1% last month after an upwardly revised 0.9% increase 
in April. 

This Week 

Economic data scheduled to be released this week include housing starts and existing home 
sales. 
 

Quote 

“There is no such thing as a good tax.” 

- - Winston Churchill 
 
 
 
 

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


