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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. stock indexes rose last week, as an ongoing pause in trade tensions outweighed a
mixed start to earnings season.

7/6 Close 7/13 Close Price Change 
Dow Jones 24,456 25,019 Up 2.3%
S&P 500 2,760 2,801 Up 1.5%
NASDAQ 7,688 7,826 Up 1.8%
KBW Bank Index 104.33 104.53 Up 0.2%

Financials 

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

 Bank of the Ozarks, incongruously the nation’s largest construction lender, may set off
concerns across the banking industry after comments suggesting that competitors in
commercial real estate are getting more aggressive with credit structures and pricing;
the Bank has chosen to pull back on lending rather than continuing to compete for
higher-risk deals.

 JPMorgan, Citigroup and PNC reported higher-than-anticipated second-quarter
earnings, while Wells Fargo posted an 11% drop in earnings, missing analysts’
estimates, as average loans declined and mortgage fees fell to the lowest in five years.

Credit Markets  

 Intermediate-term U.S. Treasury yields rose slightly last week, as broad gauges of
inflation advanced.

7/6 Close 7/13 Close Yield Change 
3-month Tsy 1.95% 1.97% Up 2 bps
2-year Tsy 2.54% 2.58% Up 4 bps
5-year Tsy 2.72% 2.72% Unchanged
10-year Tsy 2.82% 2.83% Up 1 bp

 According to Morgan Stanley, the Federal Reserve next March will probably map out an
end to the contraction in its balance sheet, helping to support longer-dated bond
yields and resulting in an inverted yield curve by mid-2019.
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Treasury/Fed/Administration/Congress 

 New Federal Deposit Insurance Corp Chairman Jelena McWilliam’s willingness to re-
examine how regulators grade banks has the industry optimistic that changes could come
to the opaque system; banks have long complained that the CAMELS system –- which
evaluates banks for capital adequacy, asset quality, management capability, earnings,
liquidity, and sensitivity to market risk -- lacks objective metrics, is skewed too much to
past performance, lacks transparency, and focuses too heavily on the “M”, or
management, component.

 U.S. President Donald Trump is pushing his trade conflict with China toward a point where
neither side can back down; by August 30th, as the U.S. nears mid-term elections vital for
Trump’s legislative agenda, the White House will be ready to impose 10% tariffs on $200
billion of Chinese-made products, ranging from clothing to television parts to
refrigerators.

Economy 

 U.S. consumer prices rose less than expected in June amid falling utility prices and a
record decline in hotel costs, even as the broader trend showed a pickup in annual
inflation that may keep the Federal Reserve on track for gradual interest-rate hikes; the
overall gauge rose 2.9% in the 12 months through June, the most since 2012, while the
core gauge climbed 2.3%, the biggest gain since January 2017.

 The tightest trucking market in years is testing the limits of an otherwise well-conditioned
U.S. economic expansion; it is also tinder for accelerating inflation should the capacity
constraints spark moves by companies to pass on those higher delivery costs.

 U.S. wholesale prices rose in the 12 months ended in June by 3.4%, the most since
November 2011, as the cost of services accelerated, according to Labor Department
statistics released last week.

 U.S. consumer sentiment dipped to a six-month low in July as Americans became
increasingly concerned about the fallout from an expanding trade war, a University of
Michigan survey showed late last week.

This Week 

Economic data scheduled to be released this week include retail sales, industrial production and 
housing starts. 

Quote 

“Great things are done by a series of small things brought together.” 

- - Vincent Van Gogh 

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




