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Equity Markets 

• U.S. stocks were up last week on high volume, as advancing issues outpaced declining 
issues on the NYSE by 1.5 to 1. 

 12/29 Close 1/5 Close Change 
Dow Jones 24,719 25,296 Up 2.3% 
S&P 500 2,674 2,743 Up 2.6% 
NASDAQ 6,903 7,137 Up 3.4% 
KBW Bank Index 106.71 108.90 Up 2.1% 
    

Financials 

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

Credit Markets  

• U.S. Treasury yields rose last week on expectations that the Fed will continue its 
tightening posture, even in the face of weak inflation readings, and that the Treasury is set 
to increase issuance of notes and bonds to find the burgeoning federal deficit. 

 12/29 Close 1/5 Close Change 
3 month Tsy 1.38% 1.40% Up 2 bps 
2 year Tsy 1.89% 1.96% Up 7 bps 
5 year Tsy 2.21% 2.29% Up 8 bps 
10 year Tsy 2.41% 2.48% Up 7 bps 
    

• Puerto Rico failed to make a $301 million interest payment on general-obligations bonds 
that came due on January 2nd, the island said in a disclosure to investors last week; the 
lapse continues a string of defaults by the now bankrupt U.S. territory that began in 2015, 
while the Puerto Rican government is currently working on a plan for steadying its 
finances and is seeking to have some of its $74 billion of debt discharged in court. 

• Investor exuberance for the junkiest junk bonds continued into 2018, with the yield on 
CCC-rated debt hitting a 39-month low on January 5th, after falling for six straight 
sessions. 
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Treasury/Fed/Administration/Congress 

• Federal Reserve board members wrestled with how much of an economic impact to expect 
from Donald Trump’s tax cuts as they raised interest rates last month and continued to be 
concerned about the economic implications of a flattening yield curve and elevated asset 
prices, according to the minutes of the FOMC’s December 12-13 meeting released last 
week. 

• Fannie Mae and Freddie Mac paid combined dividends of $2.9 billion to the U.S. Treasury, 
after an agreement between the U.S. Treasury Department and Federal Housing Finance 
Agency allowed the mortgage-finance giants to keep $3 billion apiece as capital buffers. 

• Before the ink was dry on the Republican tax bill signed into law late last month, experts 
predicted that state governments would try to shield their residents from tax hikes they’ll 
suffer from a sharp reduction in state and local deductions; New York Governor Andrew 
Cuomo last week said that the new cap on SALT deductions was an act of “economic civil 
war,” and promised to fight back by suing the federal government and by changing the 
state’s tax code to shelter residents from the loss, while senators in California plan to 
introduce legislation that would allow residents to donate to a state entity called the 
California Excellence Fund in lieu of paying taxes – a move intended to sidestep the new 
federal cap. 

• The Federal Reserve is getting ready to welcome a new chairman amid doubts and 
divisions among policy makers about how many times to raise interest rates this year in 
the context of low inflation readings and an expected boost in economic growth from the 
recently-enacted tax cuts; Jerome Powell will take over from Janet Yellen in early February 
if he is confirmed by the Senate as expected. 

Economy 

• U.S. manufacturing expanded in December at the fastest pace in three months, as gains in 
orders and production capped the strongest year for factories since 2004. 

• The U.S. economy’s momentum paused at the end of 2017 as hiring and services slowed - 
- a reminder that achieving President Donald Trump’s goal of 3% growth may prove tough 
in 2018. 

This Week 

Economic data scheduled to be released this week include producer and consumer prices and 
retail sales. 
 

Quote 

“I buy expensive suits. They just look cheap on me.”  

- - Warren Buffett 
 

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