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Financial Week 
Newsletter

. . .as summarized by Smith Shellnut Wilson

INVESTMENT COUNSEL 
AND MANAGEMENT  

Equity Markets 

 U.S. equity market closed mixed last week. 

 2/12 Close 2/19 Close Price Change 
Dow Jones 31,458 31,494 Up 0.1% 
S&P 500 3,935 3,907 Down 0.7% 
NASDAQ 14,095 13,874 Down 1.6% 
KBW Bank Index 108.59 113.92 Up 4.9% 

Financials 

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

 Wells Fargo has taken a significant step forward in its three-year quest to satisfy a Federal 
Reserve order that triggered a costly cap on the bank’s growth; Fed officials have privately 
signaled to the scandal-ridden lender that they accept its proposal for overhauling risk 
management and governance. 

Credit Markets 

 The U.S. Treasury yield curve steepened last week as inflation worries resurfaced in the 
market. 

 2/12 Close 2/19 Close Yield Change 
3-month Tsy 0.04% 0.03% Down 1 bp 
2-year Tsy 0.11% 0.11% Unchanged 
5-year Tsy 0.49% 0.58% Up 9 bps 
10-year Tsy 1.21% 1.34% Up 13 bps 
    

 Morningstar allowed credit-rating analysts at its DBRS subsidiary to adjust financial 
models that resulted in better terms for fee-paying commercial mortgage-backed issuers 
and, in some cases, less interest income for investors, according to a civil lawsuit filed by 
the Securities and Exchange Commission last week. 
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Treasury/Fed/Administration/Congress 

 Federal Reserve Bank of Boston President Eric Rosengren said in a virtual panel discussion 
last week that he doesn’t expect to see sustained 2% inflation over the next two years so 
long as U.S. unemployment remains high, but noted that he wouldn’t be surprised to see 
higher inflation prints in the near term as some prices move up and the low rates of 
inflation last year drop out of the statistical comparisons. 

 Federal Reserve staff members gave a potentially more worrisome assessment of the risks 
to financial stability in the central bank’s policy meeting last month; speaking to reporters 
after the Fed’s last policy-making meeting, Powell called financial stability vulnerabilities 
“moderate,” while staff members characterized such vulnerabilities as “notable”. 

Economy 

 U.S. retail sales rebounded sharply in January after households received additional 
pandemic relief funds from the government, suggesting a pick-up in economic activity 
after being restrained by a fresh wave of COVID-19 infections late last year; retail sales 
surged by a seasonally-adjusted 5.3% last month, while data for December was revised 
down to show a 1% decrease. 

 U.S. core producer prices rose in January by 2% on a year-over-year basis, following a 
1.2% increase in December, stoking reflation fears among investors. 

 Production at U.S. manufacturers rose in January by a greater-than-forecasted 1%, the 
fourth-straight monthly advance, indicating continued recovery from pandemic-related 
disruptions last year in this sector. 

 Applications for U.S. state unemployment insurance jumped to a four-week high in the 
latest reporting period, indicating that the labor market is suffering fresh setbacks as the 
coronavirus shows little signs of ebbing. 

 U.S. housing starts fell in January for the first time in five months, signaling that rising 
residential real estate prices may be constraining buyer demand; residential starts 
dropped by 6% last month, while remaining above pre-pandemic levels thanks to record 
low mortgage rates. 

This Week 

Economic data scheduled to be released this week include leading economic indicators, 
durable goods orders, and personal income and spending. 

Quote 

“Who goes far will go without guide or map.” 

-- Muriel Strode 
 
 

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


