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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S equities closed last week at a record high as investors remained cautiously optimistic 
about prospects for monetary policy easing. 

 7/5 Close 7/12 Close Price Change 
Dow Jones 26, 922 27,332 Up 1.5% 
S&P 500 2,990 3,014 Up 0.8% 
NASDAQ 8,162 8,244 Up 1.0% 
KBW Bank Index 99.62 99.48 Down 0.2% 
    

Financials 

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

 More than three months into Wells Fargo’s hunt for a chief executive officer, the field of 
potential candidates has narrowed, but there is little sign that an appointment is imminent. 

 The Trump administration is growing wary of taking bold steps toward freeing Fannie Mae 
and Freddie Mac from federal control before the 2020 election, in part because of the 
political risk of potentially upending the U.S. mortgage market. 

Credit Markets 

 Better-than-expected inflation data sent the yields on longer-dated Treasuries to their 
highest level in a month. 

 7/5 Close 7/12 Close Yield Change 
3-month Tsy 2.22% 2.13% Down 9 bps 
2-year Tsy 1.86% 1.85% Down 1 bp 
5-year Tsy 1.83% 1.87% Up 4 bps 
10-year Tsy 2.04% 2.12% Up 8 bps 
    

 According to UBS strategists, lower-income U.S. consumers have seen little net worth 
improvement since the crisis relative to overall market growth, and if the economy enters a 
recession, any possible credit crunch could be “material”. 
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Treasury/Fed/Administration/Congress 

 The Federal Reserve plans to release a fresh revamp of the Volcker Rule by this year’s 
fourth quarter after Wall Street assailed an earlier proposal as not going far enough to 
ease burdens on banks and simplify the post-crisis trading limits. 

 The U.S. government could potentially run out of cash in early September unless 
Congress allows the administration to increasing borrowing, Treasury Secretary 
Steven Mnuchin warned last week. The Treasury has been taking extraordinary steps 
since March to shuffle its cash around to continue paying its bills after hitting the $22 
trillion debt limit set by Congress. 

 Federal Reserve Chairman Jerome Powell suggested last week to the Senate Banking 
Committee that the central bank has room to ease monetary policy as the tie between 
the inflation and jobless rates has broken down. Further, Chicago Fed President 
Charles Evans said that two rate cuts could bring inflation to the Fed’s 2% goal. 

Economy 

 The core consumer price index – the Fed’s preferred inflation measure – which 
excludes food and energy, topped projections in June, rising 0.3% from May, the 
largest monthly jump since January 2018, and 2.1% from a year earlier. Despite the 
strong data coupled with recent comments from Fed Chairman Jerome Powell, traders 
are still pricing in a July rate cut as a certainty.  

 Driven primarily by trade services, wholesale prices in the U.S. increased in June by 
more than forecast, indicating inflation may be starting to stabilize. Excluding food 
and energy, the index increased 2.3% in June from a year earlier, matching May’s 
annual advance and more than the median forecast of 2.1%. 

This Week 

Economic data scheduled to be released this week include import and export prices, retail 
sales, housing starts, business inventories and industrial production. 

Quote 

“Diligence is the mother of good fortune.” 

-- Miguel De Cervantes 

 

 

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


