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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. Stocks extended recent gains last week, with the S&P 500 closing near its record high, 
after the U.S. and China agreed to suspend new tariffs and resume negotiations at the G-20 
summit last weekend. 

 6/28 Close 7/5 Close Price Change 
Dow Jones 26,600 26,922 Up 1.2% 
S&P 500 2,942 2,990 Up 1.7% 
NASDAQ 8,006 8,162 Up 1.9% 
KBW Bank Index 97.99 99.62 Up 1.7% 
    

Financials 

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

Credit Markets 

 Treasury yields surged last week after a strong jobs report clouded the Federal Reserve’s 
rate plans. 

 6/28 Close 7/5 Close Yield Change 
3-month Tsy 2.09% 2.22% Up 13 bps 
2-year Tsy 1.76% 1.86% Up 10 bps 
5-year Tsy 1.77% 1.83% Up 6 bps 
10-year Tsy 2.01% 2.04% Up 3 bps 
    

 Louisiana will become the second state to securitize payments it receives from oil spill 
disaster funds, using the proceeds to pay for planned-but-unfunded transportation 
projects. 

Treasury/Fed/Administration/Congress 

 European Union leaders are considering making International Monetary Fund Managing 
Director Christine Lagarde the next president of the European Central Bank, according to 
officials briefed on discussions at a summit in Brussels last week. 
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Treasury/Fed/Administration/Congress (cont’d) 

 While the Fed has viewed market-based inflation expectations cautiously (because of 
potential distortions arising from differences in the relative liquidity and supply of 
Treasury notes and bonds and inflation-protected Treasury securities), the survey-
based measures they’ve tended to put more stock in have plunged this year as well—
the University of Michigan gauge of inflation expectations for the next five to ten 
years declined in May to 2.2%, the lowest reading since the survey began. 

Economy 

 The current U.S. expansion last week became the longest on record dating back to 
1854, notching 121 months of expansion. 

 A gauge of U.S. factory activity fell in June by less than forecast as output improved 
while new orders stalled, highlighting the repercussion of trade uncertainty and 
slower growth abroad. 

 U.S. construction spending dropped 0.3% in May, the first decline since last 
November; spending on residential construction fell for the first time since December. 

 The U.S. trade deficit rose to a five-month high in May as imports surged the most 
since 2015, suggesting that net exports will continue to be a drag on U.S. economic 
growth. 

 A gauge of U.S. service industries dropped by more than expected in June to the 
weakest level in almost two years, led by a cooling in employment that may further 
temper optimism about the labor market. 

 The June nonfarm payroll gain exceeded the top end of the consensus forecast range, 
dispelling concerns that economic momentum was buckling in the face of heightened 
trade tensions and slowing global growth. Despite the strong report, there is still a 
100% probability of the Fed cutting rates at this month’s meeting on the back of other 
weak economic data and in order to steepen the yield curve; just two months ago, the 
probability of a rate cut by July was only at 12%. 

This Week 

Economic data scheduled to be released this week include consumer and producer prices, 
hourly earnings, and minutes from the June 19th FOMC meeting. 

Quote 

“America is too great for small dreams.” 

-- Ronald Reagan 

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


