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Newsletter

. . .as summarized by Smith Shellnut Wilson

Equity Markets 

 Broad-based U.S. stock indexes powered ahead last week even in the face of 
geopolitical flare-ups in the Middle East. 

 1/3 Close 1/10 Close Price Change 
Dow Jones 28,634 28,824 Up 0.7% 
S&P 500 3,235 3,265 Up 0.9% 
NASDAQ 9,021 9,179 Up 1.8% 
KBW Bank Index 112.48 111.14 Down 1.2% 
    

 Since 2009, earnings growth has been the primary driver of the equities market, 
accounting for 67% of S&P 500 returns; however, according to a research piece by 
Goldman Sachs, earnings growth explained just 8% of the S&P 500 return in 2019, 
with valuation expansion accounting for the preponderance of the market’s return 
last year. 

Financials 

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

Credit Markets 

 U.S. Treasury yields rose slightly last week as the U.S. and Iran appear to have backed 
away from escalating their conflict. 

 1/3 Close 1/10 Close Yield Change 
3-month Tsy 1.51% 1.53% Up 2 bps 
2-year Tsy 1.53% 1.57% Up 4 bps 
5-year Tsy 1.59% 1.63% Up 4 bps 
10-year Tsy 1.79% 1.82% Up 3 bps 
    

 Thirty-year fixed-rate mortgage rates averaged 3.64% during the week ended 
January 9th, down eight basis points from the prior week, according to a report 
released by Freddie Mac; the rate on thirty-year mortgages is nearly a full percentage 
point lower than it was at this time a year ago, when the rate was 4.46%. 



 

 
Smith Shellnut Wilson, LLC 
150 Fountains Blvd., Ste A 
Madison, MS 39110-6377 

Office: (601) 605-1776 
Fax: (601) 605-1710 

Website: www.ssw1776.com 
 

 
4853-0030-3378, v. 37 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Treasury/Fed/Administration/Congress 

 Former Federal Reserve Chairman Ben Bernanke delivered what he called “a relatively 
upbeat” assessment of the central bank’s ability to fight the next recession, noting 
that while the Fed has limited room to cut short-term rates because they are already 
so low, quantitative easing and forward guidance could provide enough extra punch 
to combat a future economic contraction. 

 Michael Kiley, one of the Federal Reserve Board’s top economists, said last week that 
a U.S. recession could drive both short- and long-term Treasury yields close to zero, 
limiting the tools the central bank has to aid the economy; the Fed’s overnight policy 
rate was cut to almost zero in 2008 and held there until 2015, but long-term rates 
remained well above that level. 

Economy 

 The U.S. trade deficit fell to a more than three-year low in November as imports 
declined further, likely weighed down by the Trump administration’s trade war with 
China, while exports rebounded, suggesting that the U.S. economy ended 2019 on 
solid footing. 

 The rebound in the ISM services-sector index in December should dispel any 
concerns that the slump in the manufacturing index in December heralds a further 
broad-based economic slowdown; instead, economic growth appears to be 
bottoming out at close to its trend rate of 2.0%. 

 Orders for U.S. capital equipment barely increased in November, consistent with a 
downshift in investment throughout last year that has weighed on economic growth. 

 The U.S. labor market ended the year with less momentum, as December nonfarm 
payrolls rose by a weaker-than-expected 145,000, the lowest since May, after a 
downwardly-revised 256,000 advance in November, and wages rose at the slowest 
pace since 2018. 

This Week 

Economic data scheduled to be released this week include producer and consumer price 
indexes and retail sales for December. 

Quote 

“Don’t look where you fall, but where you slipped.” 

-- African Proverb 

 

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


