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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. stocks rallied last week on signs that negotiators are making headway in trade talks 
between America and China. 

 2/15 Close 2/22 Close Price Change 
Dow Jones 25,883 26,032 Up 0.6% 
S&P 500 2,776 2,793 Up 0.6% 
NASDAQ 7,472 7,528 Up 0.7% 
KBW Bank Index 99.40 99.99 Up 0.6% 
    

Financials 

 Regulators closed no banks last week; year-to-date closures remain at zero. 

 The U.S. banking industry demolished previous profit records, making $237 billion last year 
as lenders benefited from lower taxes and soaring revenue, according to the Federal 
Deposit Insurance Corp. last week. 

 Apple Inc. and Goldman Sachs Group Inc. will begin testing a jointly developed credit card 
with employees in the next few weeks, the Wall Street Journal reported last week. The card 
will pair with new iPhone software features that will help users manage their finances. 

 Distressed America is Wall Street’s hottest new investment vehicle, as hedge funds, 
investment banks and money managers are trying to raise tens of billions of dollars this 
year for so-called opportunity funds, a creation of President Trump’s 2017 tax package 
meant to steer money to poor areas by offering potentially large tax breaks. 

Credit Markets 

 Longer-term Treasury yields remained largely unchanged for the week, while minutes from 
the January FOMC meeting repeatedly saw participants advocate for a patient approach to 
future policy action. 

 2/15 Close 2/22 Close Yield Change 
3-month Tsy 2.42% 2.45% Up 3 bps 
2-year Tsy 2.52% 2.50% Down 2 bps 
5-year Tsy 2.49% 2.47% Down 2 bps 
10-year Tsy 2.66% 2.65% Down 1 bp 
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Credit Markets cont. 

 Traders of U.S. money-market interest rates, already grappling with an uncertain outlook 
for Federal Reserve monetary policy, appear to be factoring in a bold prediction for Libor 
by a Credit Suisse research analyst last week. The analyst, Zoltan Pozsar, predicted that the 
Libor/OIS spread, currently around 33 basis points, will reach 10 basis points by June, and 
could even go negative. 

Treasury/Fed/Administration/Congress 

 Last week, the Federal Reserve in its Open Market Committee meeting reiterated a patient 
stance on future interest-rate changes in a robust domestic economy facing potential 
headwinds including global growth and market volatility. 

 Federal Reserve policy makers look to be leaning toward shortening the average maturity 
of their holdings of Treasury securities once they complete normalization of the balance 
sheet later this year. A shift in the central bank’s portfolio away from longer-dated bonds 
toward bills would tend to put downward pressure on short-term interest rates, unless the 
Treasury Department elected to issue more bills in response. 

Economy 

 Sales of previously owned U.S. homes fell in January to the weakest pace since November 
2015, indicating that the housing market remained in a slowdown despite a decline in 
mortgage rates. 

 U.S. consumer confidence jumped the most in a decade from a two-year low, erasing much 
of the decline created in response to the recent government shutdown and stock-market 
plunge. 

This Week 

Economic data scheduled to be released this week include housing starts, pending home sales, 
personal income and spending, and a first reading on 4th quarter GDP. 

Quote 

“Anyone can hold the helm when the sea is calm.” 

-- Publilius Syrus 

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


