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Equity Markets 

• U.S. stocks gained with the dollar last week as investors weighed positive messages from 
Federal Reserve and European Central Bank meetings against lingering concerns about the 
prospects for U.S. tax overhaul. 

 12/7 Close 12/15 Close Change 
Dow Jones 24,329 24,652 Up 1.3% 
S&P 500 2,652 2,676 Up 0.9% 
NASDAQ 6,840 6,937 Up 1.4% 
KBW Bank Index 106.66 106.25 Down 0.4% 
    

• In a sign that the U.S. equity rally may be looking stretched, the forward dividend yield on 
the S&P 500 has dropped below the yield on Treasuries for the first time since 2011; 
shares in Europe and Japan, by contrast, continue to yield well above their respective 
intermediate-term government bonds. 

Financials 

• Regulators closed one additional bank last week; year-to-date closures stand at eight. 

• Market making activities of large investment banks may get a boost if regulators, as 
expected, loosen the Volcker Rule’s proprietary trading restrictions in 2018; financial 
regulators will likely aim to narrow the definition of proprietary trading, as well as ease 
underwriting standards. 

Credit Markets  

• Short-term U.S. Treasury yields rose last week, as longer-term yields were flat to lower in 
a continuing “bull flattening” of the yield curve. 

 12/7 Close 12/15 Close Change 
3 month Tsy 1.28% 1.32% Up 4 bps 
2 year Tsy 1,80% 1.84% Up 4 bps 
5 year Tsy 2.14% 2.16% Up 2 bps 
10 year Tsy 2.38% 2.35% Down 3 bps 
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Treasury/Fed/Administration/Congress 

• The Federal Reserve raised interest rates again last week, but the announcement of tighter 
policy followed news that the trend in core consumer inflation drifted lower; the 
combination of higher rates and a softer pricing picture raise questions about the Fed’s 
plans to implement three more rate hikes in 2018. 

• The tax cuts proposed in the Republican Senate tax bill would pay for themselves over 10 
years in combination with President Donald Trump’s other economic policies, according to 
a one-page analysis released last week by the U.S. Treasury Department; critics said 
Treasury’s 470-word report --which didn’t include specific calculations --lacked rigorous 
analytical backing. 

Economy 

• U.S. retail sales rose 0.8% in November in a broad sign of strength as the holiday season 
got underway, with 11 of 13 major retail categories posting gains. 

• U.S. consumer price inflation registered a 0.4% gain in November thanks to a jump in 
energy prices, but unexpectedly cooled when excluding food and fuel costs, which could 
factor into Federal Reserve discussions on how fast to raise interest rates; excluding food 
and energy, the so-called core gauge increased just 0.1% from October and 1.7% from a 
year earlier. 

• U.S. wholesale prices rose more than forecast in November, boosted by a jump in the 
price of gasoline; excluding food and energy, producer prices were up 0.3% for the month 
and 2.4% on a year-over-year basis. 

• U.S. industrial production rose at a slower pace of 0.2% in November following a 
hurricane-related jump of 1.2% a month earlier that was the largest in more than seven 
years; capacity utilization in November edged up to 77.1% from 77%. 

This Week 

Economic data scheduled to be released this week include housing starts and building permits, 
home sales, personal income and spending, and consumer sentiment. 
 

Quote 

“George Washington is the only president who didn’t blame the previous administration for his 
troubles.”  

- - Author Unknown 
 
 
 
 

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