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INVESTMENT COUNSEL 
AND MANAGEMENT  

Equity Markets 

 U.S. equity indexes generally fell last week as initial jobless claims rose for the first time 
in four months. 

 7/17 Close 7/24 Close Price Change 
Dow Jones 26,672 26,470 Down 0.8% 
S&P 500 3,225 3,216 Down 0.3% 
NASDAQ 10,503 10,363 Down 1.3% 
KBW Bank Index 73.11 75.55 Up 3.3% 
    

 The four-month rally in the U.S. stock market can be attributed “almost entirely” to lower 
costs for corporate borrowing, according to Johnathan Golub, chief U.S. equity strategist 
at Credit Suisse Group; Golub compared the S&P 500 Index to a Moody’s Index tracing the 
yield gap between company bonds rated “Baa” and Treasuries, which has narrowed to 
3.32 percentage points from 5.15 percentage points in March, as the S&P 500 rose 40%, 
noting that stock prices tend to zig and zag more closely with spreads than with absolute 
yield levels. 

Financials 

 Regulators closed no additional banks last week; year-to-date closures remain at two. 

Credit Markets 

 U.S. Treasury yields were mostly unchanged last week despite an increase in U.S. trade 
tensions with China. 

 7/17 Close 7/24 Close Yield Change 
3-month Tsy 0.11% 0.11% Unchanged 
2-year Tsy 0.15% 0.15% Unchanged 
5-year Tsy 0.28% 0.28% Unchanged 
10-year Tsy 0.63% 0.59% Down 4 bps 
    

 Last week, interest-rate volatility hit a record low, as measured by the Bank of America 
Merrill Lynch MOVE index, suggesting an increased certainty on the part of investors that 
low interest rates are a fixture into the foreseeable future. 
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Treasury/Fed/Administration/Congress 

 The Federal Reserve’s effort to keep the corporate bond markets running smoothly 
continues to raise questions, with a Congressional Oversight Commission report asking 
whether it was a necessary use of government funds given that corporate bond markets 
are functioning well and big companies are issuing bonds at a rapid pace. 

 The FDIC is considering new rules that would make it easier for community banks to 
partner with financial technology firms; the regulator issued a request for comment last 
week on establishing a standards-setting body that would allow banks to shorten the 
vetting process for fintech partners. 

 European Union leaders agreed last week on an unprecedented stimulus package worth 
750 billion euros ($860 billion) to pull their economies out of the worst recession in 
memory and strengthen the financial bonds holding their 27 nations together. 

 The upcoming FOMC meeting, which concludes on July 29th, will probably be 
uneventful, but the Fed could strengthen its forward guidance, announce revisions to its 
so far disappointing municipal lending facility, or up the pace of its Treasury securities 
purchases to prevent a further contraction in the size of its balance sheet. 

Economy 

 U.S. existing home sales increased by the most on record in June, jumping 20.7%, 
boosted by historically low mortgage rates as new home sales rose by 13.8%, but the 
outlook for housing remains clouded by low inventory and high unemployment amid 
the COVID-19 pandemic. 

 New jobless claims unexpectedly rose last week, signaling a weakening trend in the 
labor market as states across the U.S. grapple with a resurgence in coronavirus cases; 
another 1.4 million Americans filed for first-time unemployment insurance benefits last 
week, up from just over 1.3 million the prior week, marking the first week-over-week 
increase in new claims since March. 

 The Conference Board’s leading economic index rose 2% in June, after rising by 3.2% in 
May and falling by 6.3% in April. 

This Week 

Economic data scheduled to be released this week include personal income and spending 
for June and an advance reading on second-quarter GDP. 

Quote 

“Under capitalism, man exploits man; under socialism, the reverse is true.” 

-- Polish Proverb 
 
 

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


