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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. equities finished the week at a record high as investors counted down to the holiday 
break. 

 12/13 Close 12/20 Close Price Change 
Dow Jones 28,135 28,455 Up 1.14% 
S&P 500 3,169 3,221 Up 1.65% 
NASDAQ 8,735 8,925 Up 2.18% 
KBW Bank Index 112.64 113.16 Up 0.47% 
    

 The S&P 500 Index had its biggest weekly gain since September and was on pace to 
gain 28% this year. 

Financials 

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

 Many of the largest U.S. banks pointed to regulatory restrictions on their balance sheets 
and reduced risk appetite to explain why they stood on the sidelines during the mid-
September spike in overnight funding rates instead of profiting from the excess demand 
for short-time lending, according to a Federal Reserve survey. 

 Freddie Mac has priced the first commercial-mortgage securitization to contain a class 
of bonds indexed to the Secured Overnight Financing Rate, or SOFR, the heir 
presumptive to the beleaguered LIBOR benchmark. 

Credit Markets 

 The U.S. Treasury yield curve reached it steepest point in over a year this week amid an 
improving growth outlook that has boosted investors’ inflation expectations in recent 
weeks. 

 12/13 Close 12/20 Close Yield Change 
3-month Tsy 1.56% 1.58% Up 2 bps 
2-year Tsy 1.61% 1.63% Up 2 bps 
5-year Tsy 1.65% 1.73% Up 8 bps 
10-year Tsy 1.82% 1.92% Up 10 bps 
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Treasury/Fed/Administration/Congress 

 With the Federal Reserve getting back into the business of buying Treasuries, the supply-
demand picture for U.S. government debt is set to get a lot better in 2020; not only will 
the central bank’s purchases reduce the amount the U.S. will need to borrow at auctions 
by almost a half-trillion dollars, but the Fed will also soak up nearly 60% of the Treasury’s 
net issuance to the public, according to JPMorgan Chase. 

 Last week, Federal Reserve Bank of Dallas President Robert Kaplan said that for him to 
support changing interest rates there “would have to be a material change in my outlook 
for GDP growth, inflation and the path of the unemployment rate.” 

Economy 

 U.S. consumer spending rose in the third quarter at a 3.2% annualized pace, up from a 
previously reported 2.9% gain, according to the Commerce Department; personal income 
also rose 0.5% in November from the prior month, exceeding the median estimate for a 
0.3% gain. 

 The pace of growth in the U.S. economy was left at 2.1% in the final third-quarter estimate 
released last week, as the surge in consumer spending was offset by weaker business 
investment and inventories. 

 Sales of previously owned U.S. homes fell 1.7% in November to a five-month low, indicating 
lean inventories are holding back a residential real estate market that has been supported 
by low mortgage rates and solid job growth. 

 New home construction in the U.S. rose by more than anticipated in November, while 
permits to build new homes climbed to a 12-year high as optimistic buyers and builders 
continue to create demand despite lean inventories. 

This Week 

Economic data scheduled to be released this week include durable goods and new home sales. 

Quote 

“Some things have to be believed to be seen.” 

-- Ralph Hodgson 

 

 

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