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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. stock indexes were little changed last week, masking volatile intra-week trading 
sessions. 

 10/12 Close 10/19 Close Price Change 
Dow Jones 25,340 25,444 Up0.4% 
S&P 500 2,767 2,768 Unchanged 
NASDAQ 7,497 7,449 Down 0.6% 
KBW Bank Index 100.47 99.81 Down 0.7% 
    

 Sears Holdings Corp., the 125-year-old retailer that became an icon for generations of 
American shoppers, filed for bankruptcy last week, saddled with billions of dollars of 
debt racked up as it struggled to adjust to the rapid shift toward online consumption -- 
will J.C. Penney be far behind? 

 The stock-market swings over the past week were caused by “dynamic hedging of index 
options,” which generally leads to reversals in the opposite direction, according to Marko 
Kolanovic, global head of macro quantitative and derivatives research at JPMorgan 
Chase. 

Financials 

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

Credit Markets 

 U.S. Treasury yields inched higher last week on the back of hawkish comments by Fed 
officials and generally upbeat economic reports. 

 10/12 Close 10/19 Close Yield Change 
3-month Tsy 2.27% 2.31% Up 4 bps 
2-year Tsy 2.86% 2.91% Up 5 bps 
5-year Tsy 3.02% 3.05% Up 3 bps 
10-year Tsy 3.16% 3.19% Up 3 bps 
    

 The global dollar benchmark rate that everyone loves to hate and which regulators have 
marked for extinction approached a 10-year high last week, adding to strains on some 
emerging economies and U.S. companies alike; three-month U.S. dollar Libor is now at 
2.48%, the highest since November 2008. 
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Treasury/Fed/Administration/Congress 

 Federal Reserve officials stepped deeper into a debate over how high to push interest rates 
at their FOMC meeting that concluded on September 26, with a majority appearing to favor 
an eventual and temporary move above the level they deem neutral for the economy in the 
long run; in their most recent projections, officials estimated the long-run neutral level -- 
where policy is neither stoking nor slowing the economy -- to be about 3%. 

Economy 

 U.S. new-home construction fell in September on a decline in the South that may reflect 
disruptions from Hurricane Florence, government figures showed last week; single-family 
starts dropped 5.3% last month, while multi-family home starts fell a sharp 15.2%. 

 Industrial production rose more than expected in August, with much of the increase 
stemming from a pickup in utilities production and automobile manufacturing, two sectors 
known for idiosyncratic monthly swings; growth in the manufacturing sector has slowed in 
recent months, but the 12-month pace rose in August, signaling that some of the 
retracement may be set to reverse. 

 U.S. retail sales rose less than forecast in September, as a broad-based increase was 
overshadowed by a drop in restaurant receipts that may reflect the impact of Hurricane 
Florence; the value of overall sales rose 0.1% for a second month, while so-called retail 
control-group sales -- which are used to calculate gross domestic product and exclude 
food services, auto dealers, building-materials stores and gasoline stations -- climbed 
0.5%, slightly more than estimated. 

 The Conference Board’s index of 10 leading economic indicators rose 0.5% in September, 
after having risen 0.4% in August and 0.7% in July; on a year-over-year basis the index 
posted a gain of 7.0% in September, far from the negative threshold that usually precedes 
recessions. 

 Sales of previously owned U.S. homes eased in September for the fifth straight month to 
the weakest pace in almost three years, a sign that rising prices and mortgage costs are 
keeping potential buyers on the sidelines. 

This Week 

Economic data scheduled to be released this week include new and pending home sales, 
durable goods orders, and a first read on third-quarter GDP. 

Quote 

“There are no easy answers, but there are simple answers.” 

--Ronald Reagan 

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




