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Equity Markets 

• U.S. equity benchmarks were mixed last week with small-cap stocks outperforming their large-
cap counterparts. Abrupt losses in market-leading companies such as Facebook, Apple and 
Netflix caused the tech-heavy Nasdaq to plunge, while financial stocks rose by nearly 5%, turning 
the sector from negative to positive on the year. 

 6/2 Close 6/9 Close Change 
Dow Jones 21,206 21,272 Up 0.3% 
S&P 500 2,439 2,432 Down 0.3% 
NASDAQ 6,306 6,208 Down 1.6% 
KBW Bank Index 89.38 93.79 Up 4.9% 
    

Financials 

• Regulators closed no additional banks last week, leaving year-to-date closures at six. 

• State pension funds are beginning to reduce their assets in hedge funds as they are concerned 
that the model of 2% annual management fees and 20% performance fee is too high, especially 
when low-cost index funds are available. Illinois has cut $1 billion of hedge funds from its 
portfolio, while New York has reduced its allocation by 3%. 

• A former executive at State Street Corp.’s London office plead guilty to what the U.S. Justice 
Department called a “brazen fraud” involving secret commissions applied to billions of dollars in 
securities trades. 

• Bank of America and Credit Suisse Group are among banks negotiating with Rio de Janeiro to 
provide a loan of at least 3.5 billion reais ($1 billion) to help the struggling Brazilian state 
restructure its debt. 

Credit Markets  

• Treasury prices slid last week, pushing up yields, as investors looked past an ECB policy meeting 
and former FBI director James Comey’s testimony in front of a Senate panel to concentrate on a 
near-certain FOMC rate hike this week, which could reduce demand for the safe haven assets. 

 6/2 Close 6/9 Close Change 
3 month Tsy 0.98% 1.01% Up 3 bps 
2 year Tsy 1.28% 1.35% Up 7 bps 
5 year Tsy 1.71% 1.77% Up 6 bps 
10 year Tsy 2.15% 2.21% Up 6 bps 
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Credit Markets cont. 

• China is prepared to increase its holdings of U.S. Treasuries, as officials believe the assets are 
becoming more attractive than other sovereign debt and as the yuan stabilizes. China’s shift 
to buyer of Treasuries coincides with a four-month rally that’s reversed much of the selloff 
triggered by the U.S. election in November. Investors have piled back into bonds on fading 
expectations for quicker economic growth and inflation. 

Treasury/Fed/Administration/Congress 

• House Republicans voted Thursday to deliver on their promise to repeal Dodd-Frank; in a near 
party-line vote, the House approved the Financial Choice Act, which eliminates major aspects 
of the Dodd-Frank Act. The bill now heads to the Senate, where the GOP will run into 
obstacles due to its shortage of votes needed to pass the legislation. 

• U.S. tax revenue is running as much as $70 billion behind estimates more than halfway 
through the fiscal year, leaving the government with less cash than planned and adding to 
pressure on Congress to raise the debt ceiling. According to the Congressional Budget Office, 
taxpayers may have deferred more income than projected, expecting legislation to reduce tax 
rates. 

• While traders see the Fed raising rates this week as a near certainty, confidence is building 
that after Wednesday, officials will pause in September and resume raising borrowing costs at 
year-end. 

Economy 

• April’s increase in U.S. job openings to a record high indicates demand for workers remains 
strong in the world’s largest economy. The increase, coupled with a slowdown in hiring, may 
suggest that companies are increasingly dealing with a shortage of qualified workers, 
otherwise known as a skills gap. 

• Nonfarm productivity in the first quarter fell 0.6%, steeper than consensus expectations of a 
0.1% decline. Weak productivity growth should come as no surprise given the weak GDP 
performance and decent payroll gains last quarter. 

This Week 

Economic data scheduled to be released this week includes consumer prices, producer prices, retail 
sales, import prices, industrial production, housing starts and an FOMC rate decision. 
 

Quote 

“It is better to know some of the questions than all of the answers.”  

- - James Thurber 
 
 
 
 

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