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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 Equity markets fell sharply last week, with volatility at its highest level since late March, 
according to the CBOE Volatility Index; worries about rising interest rates and trade 
tensions with China weighed on stocks, with the faster-growing and more cyclical 
sectors taking the biggest hit. 

 10/5 Close 10/12 Close Price Change 
Dow Jones 26,447 25,340 Down 4.2% 
S&P 500 2,886 2,767 Down 4.1% 
NASDAQ 7,788 7,497 Down 3.7% 
KBW Bank Index 106.55 100.47 Down 5.7% 
    

Financials 

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

 PNC Financial Services Group reported third quarter earnings of $2.82 per share, easily 
beating estimates; however, some analysts said results were supported by a low tax 
rate, and concerns about high expenses and weak loan growth remain. 

 JPMorgan, the nation’s largest bank, beat expectations with profits of $8.38 billion in 
the third quarter, or $2.34 per share, which is up 24% from a year ago; the company’s 
revenues rose 5% during the quarter, as better-than-expected retail banking results 
offset weakness in bond trading. 

 Citigroup reported better-than-expected earnings for the third quarter as the 
company’s bottom line received a boost from lower corporate taxes. 

 Wells Fargo & Co. reported third quarter earnings per share of $1.17, which was 
slightly below analyst expectations; the company, however, posted a surprise boost in 
revenue as a result of rising interest rates and consumer loan growth. 
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Credit Markets 

 Last week’s sell-off in equities seemed to push some investors into the bond market, as 
intermediate- to long-term Treasury yields declined. 

 10/5 Close 10/12 Close Yield Change 
3-month Tsy 2.21% 2.27% Up 6 bps 
2-year Tsy 2.89% 2.86% Down 3 bps 
5-year Tsy 3.07% 3.02% Down 5 bps 
10-year Tsy 3.23% 3.16% Down 7 bps 
    

 Despite the recent bond-market slump, most Wall Street strategists maintain views that 
the yield curve will continue to narrow through the first half of 2019, according to yield 
forecasts compiled by Bloomberg; this expectation suggests that the Fed will keep 
tightening, while subdued growth and contained inflation cap longer-term Treasury 
yields. 

Economy 

 The core consumer price index, a gauge of U.S. inflation, rose 2.2% in September from a 
year earlier, the same pace as in August and less than the 2.3% median estimate; while the 
moderate increase partially reflects the biggest drop in used-car prices in 15 years, the 
figures indicate there’s little danger that inflation will drift far above the Fed’s 2% goal. 

 U.S. wholesale prices rose in September for the first time in three months amid a surge in 
gauges reflecting airfares and rail-transportation costs; core PPI matched consensus 
estimates with a 0.2% increase, while PPI excluding food, energy and trade services – 
stripping out the most volatile components – rose 0.4%, the most since January. 

 The Small Business Optimism Index retraced slightly in September from the record high in 
August, as companies struggling to find qualified workers continue to boost 
compensation; a recent annual survey conducted by the Fed showed that higher entry-
level wages was the number one response to address hiring difficulties. 

 Ex-petroleum import prices remained unchanged last month after falling for three 
consecutive months, in lagged response to dollar appreciation earlier in the year; 
Bloomberg Economics expects this trend to persist for several months and depress goods 
prices in the PPI and CPI, which could push the core PCE deflator – the Fed’s primary 
gauge of inflation – below the FOMC 2% target. 

This Week 

Economic data scheduled to be released this week include retail sales, housing starts, existing 
home sales, and minutes from the September FOMC meeting. 

Quote 

“No man ever listened himself out of a job.” 

--Calvin Coolidge 

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


