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Equity Markets 

 Most U.S. stock indexes rallied last week on solid economic reports and positive progress 
on tax reform. 

 11/24 Close 12/1 Close Change 
Dow Jones 23,558 24,232 Up 2.9% 
S&P 500 2,602 2,642 Up 1.5% 
NASDAQ 6,889 6,848 Down 0.6% 
KBW Bank Index 98.92 104.68 Up 5.8% 
    

Financials 

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

 Under current law, lenders pay tax on mortgage servicing assets as the cash is received; 
however, under an obscure provision of the Senate tax bill as currently written, according 
to the Mortgage Bankers Association and other groups, lenders would have to pay taxes 
upfront, based on the projected income from the servicing over its estimated life. 

Credit Markets  

 Intermediate-term Treasury yields rose last week in response to strong economic data and 
prospects for continued Fed tightening. 

 11/24 Close 12/1 Close Change 
3 month Tsy 1.29% 1.26% Down 3 bps 
2 year Tsy 1.75% 1.78% Up 3 bps 
5 year Tsy 2.07% 2.12% Up 5 bps 
10 year Tsy 2.34% 2.36% Up 2 bps 
    

 The municipal bond market is poised for its worst month in a year as states and cities 
rush to borrow before Congress enacts legislation that would roll back tax breaks given to 
tens of billions of debt issued each year, including advance refundings, private activity 
bonds, and tax credit bonds. 
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Treasury/Fed/Administration/Congress 

 Federal Reserve Chair Janet Yellen, in her final testimony to Congress as head of the 
central bank, described a steadily brightening picture for the U.S. economy while 
downplaying the risks of financial instability. 

 Jerome Powell, appearing before the Senate panel weighing his nomination to be Federal 
Reserve Chairman, aligned himself with a more dovish wing of the U.S. central bank that 
believes that the labor market can get even stronger without creating inflation worries; 
Powell also stated that, because of toughened bank rules, the “too-big-to-fail” bank risk 
has been eliminated. 

Economy 

 Third-quarter GDP growth was revised up modestly to 3.3% annualized, from 3.0%, a 
stronger positive contribution from business investment and a much smaller drag from 
state and local government expenditures; the growth rate of final sales to domestic 
purchasers, a better gauge of underlying economic strength, was revised up as well to 
2.5%, from 2.3% 

 The U.S. merchandise trade deficit widened more than projected in October, while 
inventories at wholesalers and retailers declined, according to preliminary figures released 
last week by the Commerce Department. 

 U.S. purchases of new homes unexpectedly advanced in broad fashion in October, 
reaching the strongest pace in a decade and offering an encouraging signal for residential 
construction. 

 The core PCE deflator, the Fed’s preferred measure of inflation, rose 0.2% in October, 
building on a similar gain in the previous month and resulting in a 1.4% increase over the 
last 12 months, which also matched the September reading, but remained well below the 
Fed’s 2% target. 

 Consumer optimism may be soaring, but consumer spending, at +0.3% in October, is 
showing little evidence of deviating from the plodding pace of recent quarters; the 
personal income profile in October improved marginally, but an already low savings rate 
suggests that a pickup in spending will be constrained by the extent to which wages and 
salaries advance. 

This Week 

Economic data scheduled to be released this week include factory orders and nonfarm payrolls. 
 

Quote 

“You can have cheap equity prices or you can have good news, but you  
can’t have both at the same time.”  

- - Joe Rosenberg 
 

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


