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Financial Week 
Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 U.S. equity indexes erased early-week gains as U.S.-Iran tensions escalated over 
the assassination of Iran’s most prominent military leader. 

 12/27 Close 1/3 Close Price Change 
Dow Jones 28,645 28,634 Down 0.1% 
S&P 500 3,240 3,235 Down 0.2% 
NASDAQ 9,007 9,021 Up 0.2% 
KBW Bank Index 113.52 112.48 Down 0.9% 
    

 The combined dividend yield and bond yield available to U.S. investors, a proxy for 
forward market returns, ended the year at the lowest level since 1970, suggesting 
that the stellar performance of financial assets over the past decade has created a 
fairly modest outlook for the current one. 

Financials 

 Regulators closed no banks last week, starting the year off on solid footing in the 
banking sector. 

Credit Markets 

 U.S. Treasury yields fell for the week as investors scrambled for safe havens in the 
wake of a flare up in U.S.-Iran relations. 

 12/27 Close 1/3 Close Yield Change 
3-month Tsy 1.57% 1.51% Down 6 bps 
2-year Tsy 1.59% 1.53% Down 6 bps 
5-year Tsy 1.68% 1.59% Down 9 bps 
10-year Tsy 1.88% 1.79% Down 9 bps 
    

 U.S. Treasury debt recorded its sixth straight annual gain in 2019 as interest-rate 
cuts and other measures by the Federal Reserve, the U.S.-China trade war, and 
gains in European government bonds helped drag U.S. yields down, offsetting 
upward pressure on U.S. yields from rising stock markets and the widening federal 
budget deficit. 
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Treasury/Fed/Administration/Congress 

 In the minutes of the December 10th-11th FOMC meeting released last week, Fed 
officials said that the current monetary policy stance would likely remain 
appropriate through 2020 even amid what they saw as persistent downside risks. 

Economy 

 Contract signings to purchase previously-owned U.S. homes increased in 
November for the third time in four months, consistent with steady progress in 
the residential real estate market. 

 The U.S. merchandise-trade deficit unexpectedly narrowed for a third month in 
November to the smallest shortfall in three years as exports increased and 
imports declined, the latest sign that economic growth was holding up as 2019 
drew to a close. 

 U.S. home prices rose at the fastest pace in five months in October, posting a 
third straight monthly acceleration as real estate markets showed fresh strength 
at the beginning of the fourth quarter. 

 U.S. manufacturing closed out a tumultuous year with the weakest monthly 
performance in December since 2009, with orders shrinking and factories 
continuing to dial back production; the Institute for Supply Management’s 
purchasing manager index fell to 47.2 in December from 48.1 in November, the 
fifth straight month of contraction. 

 Construction spending increased by 0.6% on a month-over-month basis in 
November, driven by a 1.2% monthly increase in residential spending. 

This Week 

Economic data scheduled to be released this week include a reading on the health of 
the services sector in December, durable goods orders and nonfarm payrolls. 

Quote 

“An optimist stays up until midnight to see the new year in; a pessimist stays up to 
make sure the old year leaves.” 

-- Bill Vaughn 

 

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


