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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. broad-market indexes notched record levels again last week, while weaker 
revenue forecasts for some technology stocks weighed on that sector. 

 9/14 Close 9/21 Close Price Change 
Dow Jones 26,155 26,744 Up 2.3% 
S&P 500 2,905 2,930 Up 0.9% 
NASDAQ 8010 7,987 Down 0.3% 
KBW Bank Index 107.56 110.07 Up 2.3% 
    

 When third-quarter earnings reports come out in a few weeks, the bottom lines of 
companies in the S&P 500 are expected to be up an average of nearly 20% compared 
with the quarter a year earlier, signaling a continuation of good times for corporate 
America; profits rose more than 24% on a year-over-year basis in the second quarter. 

Financials 

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

 U.S. accounting rulemakers will consider a yet-to-be-detailed banking-industry 
proposal to alter upcoming credit-loss rules that the industry says will require it to set 
aside too much money to cover potential losses on loans; banks and other lenders --
including American Express and Capital One-- want Congress, the Federal Reserve, 
and the Securities and Exchange Commission to engage the Financial Accounting 
Standards Board and encourage it to change rules regarding expected credit losses by 
private and public companies. 

Credit Markets 

 U.S. Treasury yields rose last week in anticipation of further increases in interest rates 
by the Federal Reserve. 

 9/14 Close 9/21 Close Yield Change 
3-month Tsy 2.15% 2.17% Up 2 bps 
2-year Tsy 2.78% 2.80% Up 2 bps 
5-year Tsy 2.90% 2.95% Up 5 bps 
10-year Tsy 3.00% 3.06% Up 6 bps 
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Credit Markets (cont’d) 

 When the Federal Reserve announces its widely-anticipated interest-rate increase this 
week, it will take its benchmark rate above core inflation for the first time since 2008, 
driving positive real yields on money-market instruments. 

Treasury/Fed/Administration/Congress 

 Federal agencies plan to conduct on-site information-gathering reviews of community 
and regional banks beginning next year to ensure that they are prepared for new loan-
loss accounting rules; the reviews will not be considered part of a formal exam. 

 President Donald Trump plans to nominate Nellie Liang, a former Federal Reserve 
economist with expertise in financial stability, to the central bank’s Board of Governors, 
the White House announced last week. 

 U.S. bank regulators issued a notice of proposed rulemaking last week to revise the 
capital treatment for high volatility commercial real estate, as required by a recent law 
overhauling the Dodd-Frank Act; the new law required regulators to narrow capital 
requirements on such loans and expand exemptions. 

 Fed policy makers face an important decision at their FOMC meeting this week: whether to 
retain optionality around a potential fourth interest-rate increase at the December 
meeting; markets are already assigning a probability of more than 75% for such a move. 

Economy 

 U.S. new home construction rose more than forecast to a three-month high in August, 
while permits unexpectedly saw the biggest drop since February 2017, adding to signs 
that homebuilding is struggling to stabilize, government figures showed last week. 

This Week 

Economic data scheduled to be released this week include a read on the health of the 
manufacturing and service sectors, factory orders, and non-farm payroll growth. 

Quote 

“Computers are useless. They can only give you answers.” 

--Pablo Picasso 

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


