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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. stocks posted losses last week amid mounting tensions in the Persian Gulf and 
diminished expectations that the Fed will lower rates by a full half-point when it meets 
again next week. 

 7/12 Close 7/19 Close Price Change 
Dow Jones 27,332 27,154 Down 0.7% 
S&P 500 3,014 2,977 Down 1.2% 
NASDAQ 8,244 8,146 Down 1.2% 
KBW Bank Index 99.48 99.15 Down 0.3% 
    

Financials 

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

 JPMorgan joined rivals including Wells Fargo, Citibank and Bank of America in cutting the 
outlook for its net interest income from traditional leading businesses that have benefited 
from higher rates, which, until recently, had bolstered the bank’s revenue stream. 

Credit Markets 

 U.S. Treasury yields fell last week amid speculation that the Fed favors a quarter-point cut in 
its target Fed funds range at its upcoming policy meeting. 

 7/12 Close 7/19 Close Yield Change 
3-month Tsy 2.13% 2.07% Down 6 bps 
2-year Tsy 1.85% 1.82% Down 3 bps 
5-year Tsy 1.87% 1.82% Down 5 bps 
10-year Tsy 2.12% 2.06% Down 6 bps 
    

 Prior to previous economic recessions, the implied one-year forward 3-month/10-year 
Treasury yield curve spread inverted before the onset of recession; in the current cycle, the 
spread has yet to turn negative, and has in fact been steepening since late 2018. 

 Fed funds futures indicate an 80% chance of a quarter-point rate cut and a 20% chance of a 
half-point rate cut when the FOMC meets again at the end of July. 
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Treasury/Fed/Administration/Congress 

 Federal Reserve Chairman Jerome Powell said last week that the central bank is
“carefully monitoring” mounting downside risks to U.S. growth and “will act as
appropriate to sustain the expansion,” cementing expectations for an interest-rate
cut later this month.

 The Financial Accounting Standards Board last week voted unanimously to give small
banks and credit unions until 2023 to comply with the new current expected credit
losses (CECL) accounting standard.

Economy 

 U.S. retail sales rose 0.4% in June with broad gains across most categories,
underscoring Fed Chairman Jerome Powell’s view that consumer spending remains
healthy amid a tight labor market that’s been supporting the economic expansion.

 U.S. factory output rose by more than expected in June on a solid gain in motor-
vehicle production, suggesting that American manufacturing is regaining a foothold
despite fluctuating trade policies and a global economic slowdown.

 U.S. new home construction fell in June for a second month as a drop in apartment
building outweighed a pickup in single-family projects; building permits, a proxy for
future construction, fell 6.1%, also reflecting a slump in applications to build
multifamily units.

 The U.S. index of leading economic indicators fell by 0.3% in June- -the first month
without an increase since January- -reflecting weakness in factory orders, a May
swoon in stocks, and erratic jobless claims, according to Conference Board data.

This Week 

Economic data scheduled to be released this week include new and existing home sales, 
durable goods orders, and an advance reading on second-quarter GDP. 

Quote 

“Advice is what we ask for when we already know the answer but wish we didn’t.” 

-- _Anonymous 

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


