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Financial Week 
Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 After three straight weeks of gains, U.S. stocks finished slightly lower last 
week after a spike in oil prices caused by an attack on key oil infrastructure in 
Saudi Arabia. 

 9/13 Close 9/20 Close Price Change 
Dow Jones 27,220 26,935 Down 1.1% 
S&P 500 3,007 2,992 Down 0.5% 
NASDAQ 8,177 8,118 Down 0.7% 
KBW Bank Index 101.94 100.39 Down 1.5% 
    

Financials 

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

 U.S. prosecutors took an unusually aggressive turn last week in their 
investigation of price fixing at JPMorgan, describing its precious metals 
trading desk as a criminal enterprise operating inside the bank for nearly a 
decade. 

 The FDIC and the OCC last week finalized a rule establishing the community 
bank leverage ratio (“CBLR”) at the initially-proposed 9% Tier 1 capital 
threshold level; community banks with less than $10 billion will be able to 
circumvent complex capital rules under the Basel III international regulatory 
framework if they exceed the newly-established leverage ratio. 

Credit Markets 

 U.S. Treasury yields fell last week as geopolitical concerns in the Middle East sent 
investors into safe-haven assets. 

 9/13 Close 9/20 Close Yield Change 
3-month Tsy 1.96% 1.91% Down 5 bps 
2-year Tsy 1.80% 1.69% Down 11 bps 
5-year Tsy 1.75% 1.60% Down 15 bps 
10-year Tsy 1.90% 1.72% Down 18 bps 
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Treasury/Fed/Administration/Congress 

 For the first time in more than a decade, the Federal Reserve bank of New York 
took steps via repurchase agreement transactions last Tuesday to relieve 
pressures that were pushing short-term interest rates higher than the central 
bank wanted; bids in the fed-funds market reached as high as 5% while 
general-collateral repurchase agreement rates spiked to 10% last Tuesday due 
to a shortage of funds in the banking sector stemming from rising government 
deficits and the central bank’s decision to shrink its security holdings in recent 
years. 

Economy 

 The stronger-than-expected 0.6% monthly increase in industrial production 
in August suggests that the drag on U.S. producers from weaker global 
demand may be starting to fade, even as survey data indicate that the recovery 
may not be sustained. 

 U.S. home construction surged in August to the fastest pace since mid-2007 
on more apartment projects and single-family houses--a welcome sign for an 
economic engine that has struggled to gain momentum; building permits, a 
proxy for future construction, also increased to a 12-year high. 

 Sales of previously-owned U.S. homes rose in August to the highest level in 
more than a year amid lower borrowing costs and sustained income gains, 
adding to signs that housing is breaking out of a slump. 

 The Conference Board’s index of leading economic indicators rose by 1.1% on 
a year-over-year basis in August in a straight decline from its 2018 peak of 
6.0%--a negative reading on this index is generally associated with recessions. 

This Week 

Economic data scheduled to be released this week include new and pending home 
sales, personal income and spending, inventories and a third reading of second 
quarter GDP. 

Quote 

“If you’re mad at your kid, you can either raise him to be a nose tackle or send 
him out to play on the freeway--it's about the same.” 

-- Bob Golic 

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


