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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. equity indexes increased last week on modestly stronger than expected U.S. economic 
growth and improving economic data in China. 

 7/19 Close 7/26 Close Price Change 
Dow Jones 27,154 27,192 Up 0.1% 
S&P 500 2,977 3,026 Up 1.6% 
NASDAQ 8,146 8,330 Up 2.3% 
KBW Bank Index 99.15 103.12 Up 4.0% 
    

 The last time that value shares fared this poorly, the Vietnam War had just ended, “Jaws” 
was breaking box office records and the U.K. was voting to stay in Europe’s common 
market; a measure of value stocks versus growth stocks across developed markets has 
slumped to the lowest since 1975, making more than four decades since shares deemed 
inexpensive traded at such depressed levels versus those with the best earnings growth. 

Financials 

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

Credit Markets 

 U.S. Treasury yields rose slightly last week as a key measure of inflation picked up steam. 

 7/19 Close 7/26 Close Yield Change 
3-month Tsy 2.07% 2.12% Up 5 bps 
2-year Tsy 1.82% 1.85% Up 3 bps 
5-year Tsy 1.82% 1.85% Up 3 bps 
10-year Tsy 2.06% 2.07% Up 1 bp 
    

 President Donald Trump last week announced a bipartisan deal to suspend the U.S. debt 
ceiling and boost spending levels for two years, capping weeks of frenzied negotiations 
that averted the risk of a damaging payments default. 

 The Fed’s preferred inflation measure, the core year-over-year personal consumption 
expenditures index, firmed to 1.8% in the second quarter from 1.2% in the first quarter, 
closer to policy makers’ 2% objective. 
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Treasury/Fed/Administration/Congress 

 Judy Shelton, President Trump’s intended nominee to fill an open seat on the Federal 
Reserve Board, is calling for a large rate cut at the FOMC’s July meeting; when asked 
whether she would support reducing interest rates by half a percentage point in July, 
Shelton said she would and indicated she would have voted for that size of a cut in 
June had she been on the Fed board at that time. 

 The FDIC proposed easing disclosure requirements for banks to sell home-mortgage 
obligations, as part of an effort to spur competition in a market dominated by 
government-backed entities such as Fannie Mae and Freddie Mac. 

 Former Federal Reserve Chairman Alan Greenspan last week endorsed the idea that 
the U.S. central bank should be open to a pre-emptive interest-rate cut in order to 
counter risks to the economic outlook, even if the probability of the worst happening 
is relatively low; in tandem, former Fed Chairman Ben Bernanke said that further 
asset purchases on the part of the central bank may be necessary in order to 
stimulate further economic growth. 

Economy 

 U.S. economic growth slowed in the second quarter to 2.1% from 3.1% in the first 
quarter as consumer spending topped estimates, although weaker business 
investment and exports underscored the risks spurring the Federal Reserve toward 
an expected interest-rate cut this week. 

 Sales of previously-owned U.S. homes declined by 1.7% in June, missing estimates in 
the latest sign of weakness in the housing market as a limited supply of low- to 
mid-priced properties continued to restrain demand. 

 Sales of new homes in June rose by less than forecasted and purchases in the prior 
three months were revised lower, adding further evidence of continued weakness in 
the housing sector. 

This Week 

Economic data scheduled to be released this week include personal income and 
spending, consumer sentiment and nonfarm payrolls. 

Quote 

“The best time to plant a tree was 20 years ago; the second best time is now.” 

-- Chinese Proverb 

 

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


