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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. stocks edged up last week as the acceleration of earnings growth in the second
quarter improved investor sentiment.

7/27 Close 8/3 Close Price Change 
Dow Jones 25,451 25,463 Up 0.1%
S&P 500 2,819 2,840 Up 0.8%
NASDAQ 7,737 7,812 Up 1.0%
KBW Bank Index 109.52 110.34 Up 0.7%

 As August arrives, 2019 looms larger for equity investors, who are turning more of 
their attention to next year in order to get a handle on what valuation to put on the 
stocks in their portfolios; the big picture - - meaning at the S&P 500 level - - shows 
that company analysts are getting more optimistic about 2019, pegging the year-
over-year earnings growth rate at 10.3.%

Financials 

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

 A new international tax that was supposed to deter U.S. technology and pharmaceutical
companies from shifting their profits offshore could instead catch Wall Street banks in
its crosshairs; the levy on international profits - - called “Gilti” - - is only supposed to
kick in if a company is paying an especially low tax rate in foreign countries, but quirks
in the way the tax is calculated mean it will likely hit big banks with offshore
operations, even when they already pay effective foreign tax rates above the threshold.

Credit Markets 

 Intermediate to long-term U.S. Treasury yields fell slightly last week as concerns
surrounding rising trade tensions increased demand for safe-haven assets.

7/27 Close 8/3 Close Yield Change 
3-month Tsy 1.99% 2.00% Up 1 bp
2-year Tsy 2.67% 2.64% Down 3 bps
5-year Tsy 2.84% 2.81% Down 3 bps
10-year Tsy 2.96% 2.95% Up 1 bp
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Credit Markets (cont’d) 

 The U.S. Treasury Department said it plans to borrow more this quarter than previously 
estimated, as tax cuts and spending hikes inflate the nation’s budget deficit; the new 
projections put total net borrowing at $769 billion for the second half of 2018 and $1.33 
trillion for the year as a whole. 

Treasury/Fed/Administration/Congress 

 The Federal Reserve raised its already high marks for the state of the economy on 
Wednesday, refusing to bow to President trump’s recent push for the central bank to 
pause its march toward higher interest rates; Federal Open Market Committee officials 
voted unanimously at the end of their two-day meeting to keep interest rates unchanged, 
at a range of 1.75% to 2%, but the statement they issued keeps the Fed on track to raise 
rates next month and again in December, after two rate increases in the first half of the 
year. 

Economy 

 Contract signings to purchase previously-owned U.S. homes rose in June for the first time 
in three months, indicating that the housing market is stabilizing on the heels of a 
modest pick-up in listings, lower taxes and a robust labor market. 

 U.S. employment costs accelerated by 2.8% on a year-over-year basis in the second 
quarter, the most during this expansion, on faster growth in worker pay and benefits, 
according to Labor Department data released last week. 

 U.S. consumer spending post a fourth-straight solid advance in June, fueled by steady 
income growth and underscoring strength in the biggest part of the economy; the Fed’s 
preferred measure of core inflation, meanwhile, increased at 1.9% on a year-over-year 
basis, just shy of the Fed’s 2% symmetric goal. 

 S&P says its updated baseline forecast for U.S. real GDP growth puts it on a trajectory to 
expand by 3% in 2018, which would be the first time since 2005 the economy achieved 3% 
growth. 

 U.S. hiring cooled in July, while the unemployment rate slipped back below 4% and wage 
increases remained subdued; non-farm payrolls advanced 157,000 versus consensus 
expectations for a gain of 193,000 jobs. 

This Week 

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

Quote 

“I’d rather live with a good question than a bad answer.” 

--Aryeh Frimer 

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


