
 
 
 
 

SSW Research Department 
Office: (601) 605-1776 

Email: rayt@ssw1776.com 
Website: www.ssw1776.com 

 

 
4853-0030-3378, v. 40 

Au
g.

 1
7,

 2
02

0 

Financial Week 
Newsletter

. . .as summarized by Smith Shellnut Wilson

INVESTMENT COUNSEL 
AND MANAGEMENT  

Equity Markets 

 U.S. equity markets rose modestly last week on generally positive economic news. 

 8/7 Close 8/14 Close Price Change 
Dow Jones 27,719 27,931 Up 0.8% 
S&P 500 3,350 3,373 Up 0.7% 
NASDAQ 10,966 11,019 Up 0.5% 
KBW Bank Index 78.29 78.94 Up 0.8% 
    

Financials 

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

Credit Markets 

 U.S. Treasury yields jumped last week on an unexpected uptick inflation 

 8/7 Close 8/14 Close Yield Change 
3-month Tsy 0.10% 0.09% Down 1 bp 
2-year Tsy 0.13% 0.15% Up 2 bps 
5-year Tsy 0.23% 0.30% Up 7 bps 
10-year Tsy 0.57% 0.71% Up 14 bps 
    

 The Federal Reserve last week announced that it is reducing borrowing costs by half of a 
percentage point for state and local governments that use its municipal liquidity facility; 
municipalities that want to borrow from the Fed will now need to pay a still- punitive 1.0 to 5.4 
percentage points above benchmark interest rates for loans up to three years. 

 The Federal Reserve this summer vowed not to run “like an elephant” through the U.S. corporate 
bond market, roughly a month after making its historic leap into buying corporate debt for the 
first time ever; the Fed’s latest holdings, pegged at $3.6 billion worth of corporate debt at the 
end of July, indicate that it has been tiptoeing through the booming market instead, using only 
a smidgeon of its total $750 billion corporate debt-buying capacity and recently tapering its 
purchases down to a trickle. 
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 Treasury/Fed/Administration/Congress 

 Average inflation targeting (or so-called “price-level targeting”) may be an effective 
monetary policy tool in the current environment, where sluggish price increases have forced 
central banks to keep interest rates low, constraining the tools at their disposal in times of 
crisis, according to a new research paper from the Federal Reserve Board of San Francisco.

Economy 

 U.S. job openings increased in June but remained below their pre-COVID-19 pandemic level,
underscoring the view that it could take the labor market years to absorb the tens of millions
of unemployed U.S. workers.

 The 0.6% month-over-month surge in core consumer prices in July, which pushed the annual
core CPI inflation rate back up to 1.6% from 1.2%, should end any speculation that the
pandemic-related slump in demand will quickly push the economy into a deflationary spiral.

 The number of Americans applying for initial unemployment benefits fell below 1 million for
the first time since the pandemic began in March, suggesting that the economic recovery is
gaining some traction in the face of the coronavirus pandemic.

 U.S. productivity rose at a 7.3% rate in the second quarter, the largest quarterly increase
since 2009, following a 0.3% decline in the first quarter, while labor costs rose 12.2%.

 The modest 1.2% gain in retail sales in July highlights that the consumer recovery slowed last
month, but that is not a huge disappointment given that sales are now back above pre-
pandemic levels.

 Industrial production rose 3.0% in July after increasing 5.7% in June, leaving the index 8.4%
below its pre-pandemic level.

 U.S. consumer sentiment remained weak in August as survey participants expect a bumpy
ride ahead for an economy coping with an unfettered coronavirus pandemic and widespread
joblessness.

This Week 

Economic data scheduled to be released this week include housing starts and the index of 
leading economic indicators. 

Quote 

“Between two evils, choose neither; between two goods, choose both.” 

-- Tryon Edwards 

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


