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. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. equity indexes fell last week on an escalation in trade and currency tensions between
the U.S. and China.

8/2 Close 8/9 Close Price Change 
Dow Jones 26,485 26,287 Down 0.7%
S&P 500 2.932 2,919 Down 0.4%
NASDAQ 8,004 7,959 Down 0.6%
KBW Bank Index 97.99 94.48 Down 3.6%

 The gap between the dividend yield on the S&P 500 Index and the yield on 10-year
Treasury notes turned positive last week for the first time since Donald Trump was elected
president, encouraging income-oriented investors to overweight stocks.

Financials 

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

 Domestic banks responding to the Federal Reserve’s July senior loan officer survey reported
tightened lending standards for commercial real estate loans and eased standards for small
commercial and industrial loans due to increased competition; demand for commercial and
industrial loans on the part of smaller companies fell, while banks reported stronger
demand for consumer loans.

Credit Markets 

 U.S. Treasury yields fell last week in response to weak economic and inflation data.

8/2 Close 8/9 Close Yield Change 
3-month Tsy 2.06% 1.99% Down 7 bps
2-year Tsy 1.71% 1.65% Down 6 bps
5-year Tsy 1.66% 1.58% Down 8 bps
10-year Tsy 1.85% 1.75% Down 10 bps

 The probability of a Fed rate cut at the next scheduled FOMC meeting in September 
remains at 100%, according to readings in the fed funds futures market.
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Credit Markets (cont’d) 

 The latest eruption in the U.S.-China trade dispute pushed a closely-watched U.S.
recession indicator to the highest alert level since 2007; 10-year U.S. Treasury notes
fell to 1.75% last week, 24 basis points below the yield on 3-month Treasury bills, the
most extreme inversion in this part of the yield curve since just before the 2008
crisis.

 Investors are becoming increasingly concerned that escalating trade tensions
between the U.S. and China could further reduce U.S. inflation; bond market
measures of forward inflation expectations over the next ten years have fallen to 1.6%
from approximately 1.8% just a week ago.

Treasury/Fed/Administration/Congress 

 The FDIC’s “2019 Risk Review Report”, released last week, highlighted increasing
bank credit risk signals in the agriculture, commercial real estate, energy, housing
and leveraged lending sectors.

 The Federal Reserve, rebuffing an intensive Wall Street lobbying campaign, plans to
launch real-time payments system by 2024 that will compete with a venture dubbed
“Real-Time Payments” launched in 2017 by a coalition of big banks, including
Citigroup and Wells Fargo.

Economy 

 A gauge of U.S. service industries declined in July to a three-year low as orders
continued to cool, indicating a sluggish start to the third quarter for the largest
sector of the economy.

 China’s de facto devaluation of the yuan last week effectively nullifies recent tariff
add-ons against China by the Trump administration by making Chinese imports
cheaper for U.S. importers in dollar terms.

 A measure of underlying U.S. producer prices unexpectedly fell by 0.1% in July, the
first monthly decline since early 2017.

This Week 

Economic data scheduled to be released this week include consumer prices, retail sales 
and housing starts. 

Quote 

“I am a Ford, not a Lincoln.” 

-- Gerald R. Ford 

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


