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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 The financial sector led modest gains in U.S. equity indexes last week. 

 4/26 Close 5/3 Close Price Change 
Dow Jones 26,543 26,505 Down 0.1% 
S&P 500 2,940 2,948 Up 0.2% 
NASDAQ 8,146 8,164 Up 0.2% 
KBW Bank Index 101.20 102.67 Up 1.5% 
    

 Like flipping a light switch, Vanguard Group has figured out a way to shut off taxes in its 
mutual funds by attaching a more tax-efficient ETF to an existing mutual fund and 
siphoning appreciated stocks out of the mutual fund via a series of rapid-fire trades 
without incurring distributable taxable gains. 

Financials 

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

 For the biggest U.S. banks, not all consumer debt is created equal, as credit-card losses 
are outpacing losses on auto and home loans at a rate not seen in at least a decade - - 
the question is whether banks’ plastic problem is an outlier or an omen. 

Credit Markets 

 U.S. Treasury yields fell last week on several large block trades. 

 4/26 Close 5/3 Close Yield Change 
3-month Tsy 2.43% 2.42% Down 1 bp 
2-year Tsy 2.39% 2.33% Down 6 bps 
5-year Tsy 2.38% 2.32% Down 6 bps 
10-year Tsy 2.57% 2.53% Down 4 bps 
    

 Bond traders will have one word on their minds as they gear up for the latest readings on 
inflation this week - - “transitory”; that’s how the Fed characterized the factors behind 
muted price pressures after last week’s FOMC meeting, only six weeks after describing 
low inflation as “one of the major challenges of our time.” 
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Treasury/Fed/Administration/Congress 

 In a tweet last week, President Trump suggested that the Fed lower rates by one 
percentage point and resume quantitative easing in order to bolster economic growth. 

 Federal Reserve policymakers last week kept the target funds rate steady at a range of 
2.25-2.50%, while noting that economic growth remains “solid” while transient 
influences have caused inflation to run below the Fed’s 2% target. 

Economy 

 U.S. consumer spending rebounded in March, rising by 0.9% from the prior month and 
representing the best monthly gain in a decade personal income rose 0.1% in March, 
falling short of economists’ forecasts. 

 Contract signings to purchase previously-owned U.S. homes rebounded 3.8% in March 
for the second gain in three months, adding to hopes that the housing market may be 
stabilizing. 

 A gauge of U.S. manufacturing strength fell in April to the weakest level in two years on 
weakness in orders and output, signaling that manufacturing headwinds are extending 
into the second quarter as companies continue to confront uncertainty over trade 
flows; separately, a gauge of the U.S. services sector dropped to the lowest level since 
August 2017. 

 Productivity gains in the U.S. accelerated by more than expected last quarter to the 
fastest pace since 2014, adding fuel to the Trump administration’s argument that its 
tax cuts are boosting the economy without stoking inflation. 

 U.S. payrolls rose by 263,000 in April after a downwardly revised 189,000 advance in 
March. 

This Week 

Economic data scheduled to be released this week include producer and consumer prices 
and the U.S. trade balance. 

Quote 

“The fool wonders, the wise man asks.” 

-- Benjamin Disraeli 

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


