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Financial Week 
Newsletter 

. . .as summarized by Smith Shellnut Wilson 

INVESTMENT COUNSEL 
AND MANAGEMENT  

Equity Markets 

• Broad-based U.S. equity indexes closed at new record highs last week on upbeat earnings 
reports and prospects for 2021. 

 2/5 Close 2/12 Close Price Change 
Dow Jones 31,148 31,458 Up 1.0% 
S&P 500 3,887 3,935 Up 1.2% 
NASDAQ 13,856 14,095 Up 1.7% 
KBW Bank Index 106.28 108.59 Up 2.2% 

• Investors awash in optimism have bid up equities to their best start of the year relative to 
bonds in almost a decade; the S&P 500 climbed more than 4% in the first 28 trading days of 
2021, while long-dated Treasuries lost more than 5%, according to data compiled by 
Bespoke Investment Group. 

Financials 

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

• The Federal Reserve isn’t pulling punches in its latest stress tests, as it plans to subject Wall 
Street banks to hypothetical scenarios that include a massive spike in unemployment and a 
tanking stock market; in a statement released last week, the Fed detailed its 2021 scenarios 
while giving no signs that the central bank plans to ease up on restrictions it has imposed 
on banks’ dividend payments. 

Credit Markets 

• U.S. Treasury yields rose slightly last week on prospects for strong economic growth this 
year. 

 2/5 Close 2/12 Close Yield Change 
3-month Tsy 0.03% 0.04% Up 1 bp 
2-year Tsy 0.10% 0.11% Up 1 bp 
5-year Tsy 0.46% 0.49% Up 3 bps 
10-year Tsy 1.17% 1.21% Up 4 bps 
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Treasury/Fed/Administration/Congress 

• Federal Reserve Bank of San Francisco leader Mary Daly said that the central bank is 
unlikely to pull back on its bond-buying stimulus this year, and that another round of 
government aid is not likely to overheat the economy. 

• The Office of the Comptroller of the Currency has provided a self-assessment tool for 
community banks/institutions to assess their readiness for the cessation of LIBOR (OCC 
Bulletin 2021-7), noting that while many community banks/institutions may not offer 
products or services tied to LIBOR, they could have exposure in such positions as 
Federal Home Loan Bank borrowings, mortgage-backed securities, or other bonds in the 
banks’/institutions’ investment portfolios, noting, also, that for small and non-complex 
banks/institutions with limited exposure to LIBOR-indexed instruments, less extensive 
and less formal transition efforts may be appropriate. 

Economy 

• A core measure of prices paid by U.S. consumers was unchanged in January for a second 
straight month, underscoring the pandemic’s lingering restraint on inflation that 
financial markets see heating up; on a year-over-year basis, the core consumer price 
index, which excludes volatile food and energy costs, rose by 1.4%, down from the 
previous month’s reading of 1.6% 

• Applications for U.S. state unemployment insurance fell slightly in the latest reporting 
week, decreasing by 19,000 to 793,000 after an upward revision to the previous 
reporting week tally, while claims for federal benefits swelled, illustrating the persistent 
challenges in the system of delivering financial aid to the nation’s jobless. 

• According to the latest survey of economists conducted by Bloomberg News, economic 
growth this year is estimated to be the strongest since 1984, with GDP expected to rise 
by an annualized 5.6% in the second quarter and 6.2% in the third quarter--both 1.6 
percentage points above January estimates. 

• Consumer sentiment unexpectedly fell to a six-month low in early February as the 
outlook for personal income deteriorated and more Americans anticipated faster 
inflation in the year ahead. 

This Week 

Economic data scheduled to be released this week include retail sales, producer prices and 
housing starts. 

Quote 

“Too many people overvalue what they are not and undervalue what they are.” 

-- Malcolm S. Forbes 
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