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US Economy and Credit Markets

Yields and Weekly Changes:

3 Mo. T-Bill: 2.409 (-0.3 bps) GNMA (30 Yr) 6% Coupon:  105-17/32 (4.33%)
6 Mo. T-Bill: 2.443 (-1.3 bps) Duration: 3.92 years
1Yr. T-Bill: 2.401 (-3.4 bps) Bond Buyer 40 Yield: 3.82 (-7 bps)
2 Yr. T-Note: 2.282 (-9.8 bps) Crude Oil Futures: 63.30 (-0.70)
3 Yr. T-Note: 2.247 (-10.1 bps) Gold Spot: 1,286.16 (10.64)
5 Yr. T-Note: 2.288 (-8.3 bps) Merrill Lynch High Yield Indices:
10 Yr. T-Note: 2.498 (-6.1 bps) U.S. High Yield: 6.54 (-01 bps)
30 Yr. T-Bond: 2.923 (-3.8 bps) BB: 5.01 (unch.)

B: 6.86 (-1 bps)

Treasury prices rose over the course of the week on economic news and lower inflation expectations. On Wednesday,
the German Ifo Business Climate Index fell 0.5 points, drawing concerns about the German economy and increasing the
appetite for U.S. Treasuries. Australian consumer prices were also flat on Wednesday, increasing the likelihood the
Reserve Bank of Australia would cut rates on May 7. However, concerns of an economic downturn were eased on
Thursday’s strong durable good orders and Friday’s 15t quarter annualized GDP number of 3.2%, which exceeded
analyst expectations of 2.3%. Inflation also was lower than expected on Friday, which caused yields to drop as
investors saw that as a sign that the Fed would be more capable of cutting rates in 2019. On Monday, the Trump
administration announced it would end waivers for countries buying oil from Iran, causing oil prices to rise. However, oil
ended the week lower with a large drop on Friday after President Donald Trump told OPEC to bring down prices, which
he could threaten with extended sanction waivers or selling more from the U.S. strategic reserve. Major economic
reports (related consensus forecasts, prior data) for the upcoming week include: Monday: March Personal Income
(0.4%, 0.2%), March Personal Spending (0.7%, n/a); Tuesday: April MNI Chicago PMI (59.0. 58.7), April Conf. Board
Consumer Confidence (126.8, 124.1); Wednesday: April 26 MBA Mortgage Applications (n/a, -7.3%), April ADP
Employment Change (180k, 129k), April Final Markit US Manufacturing PMI (52.4, 52.4), April ISM Manufacturing (55.0,
55.3), March Construction Spending MoM (0.2%, 1.0%), May 1 FOMC Rate Decision Upper Bound (2.25%, 2.25%);
March Final Durable Goods Orders (n/a, 2.7%), March Factory Orders (1.1%, -0.5%); Friday: March Prelim. Wholesale
Inventories MoM (0.2%, 0.2%), April Change in Nonfarm Payrolls (185k, 196k), April Unemployment Rate (3.8%, 3.8%).

Weekly Index Performance: Market Indicators:
DJIA: 26,543.33(-0.06%) Strong Sectors: Health Care, Comm. Services,
S&P 500: 2,939.88 (1.21%) Cons. Discretionary
S&P Midcap: 1,973.92 (1.06%) Weak Sectors: Industrials, Energy,
S&P Smallcap: 972.87 (1.07%) Materials
NASDAQ Comp: 8,146.40 (1.86%) NYSE Advance/Decline: 1,861/1,088
Russell 2000: 1,591.82 (1.67%) NYSE New Highs/New Lows: 290/ 113

AAIl Bulls/Bears: 33.5%/20.1%

Several key U.S. equity indices closed with all-time highs last week as corporate earnings and economic
announcements were strong. The S&P 500 Index closed at an all-time high Friday eclipsing the previous all-time high
set on 9/20/2018. The NASDAQ Composite Index also closed at an all-time high passing its previous high set on
8/29/2018. Pegging-out the highlights of last week’s rally starts with stronger than expected 1Q GDP of 3.2% compared
to expectations of 2.3%. The strength in GDP helped to fuel the U.S. Dollar, as the greenback reached its highest levels
since May 2017. Further, earnings season was off to a very good start after, according to Bloomberg, 80% of the 210
names in the S&P 500 that have announced quarterly results have topped estimates. Facebook Inc. beat earnings
estimates by nearly 17%, after announcing ad revenue growth of 31%, amid 32% impression growth, which fueled the
stock to a 7% gain last week. Microsoft Corp. briefly saw its market cap hit $1t during intraday trading on Thursday
after reporting cloud revenue was up 22% year-over-year, the software giant returned over 5% last week. Twitter Inc.
shares soared nearly 16% after announcing record earnings fueled by revenue growth of 20% and average daily users
of 134m or 11% year-over year growth. Not every stock had positive results. 3m Co. sunk over 13%, the worst daily
return in 32 years, after management revealed slowing conditions in key end markets, which is fueling a restructuring
effort to drive productivity and reduce costs. Looking ahead to next week, earnings season continues as over 160
companies in the S&P 500 are expected to report quarterly results, including mega-cap technology names Apple Inc.,
Google Inc., Mastercard Inc. and Qualcomm Inc., along with mega-cap health care names Pfizer Inc., Merck & Co
Inc., Eli Lilly & Co and Amgen Inc.
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