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Equity Markets 

• U.S. equity indexes fell sharply again last week as volatility measures continued to rise. 

 2/2 Close 2/9 Close Price Change 
Dow Jones 25,521 24,191 Down 5.2% 
S&P 500 2,762 2,620 Down 5.1% 
NASDAQ 7,241 6,874 Down 5.1% 
KBW Bank Index 114.39 108.18 Down 5.4% 
    

• Federal Reserve Bank of St. Louis President James Bullard said the latest market decline 
was no surprise given the elevated valuations of technology stocks and the absence of any 
recent drops: “This is the most predicted selloff of all time because the markets have been 
up so much and they have had so many days in a row without meaningful down days.”  

Financials 

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

• The Federal Reserve just devised a harsh new punishment after Wells Fargo landed in 
scandal after scandal - - one that may haunt every big bank; the San Francisco based 
lender had its rating cut by three analysts and fell by the most in more than two years last 
Monday after the Fed banned the bank from growing by placing a cap on its total assets 
until it convinces authorities it’s addressing shortcomings. 

Credit Markets  

• Intermediate-term Treasury yields closed mixed last week as equity markets whipsawed. 

 2/2 Close 2/9 Close Change 
3-month Tsy 1.48% 1.56% Up 8 bps 
2-year Tsy 2.14% 2.07% Down 7 bps 
5-year Tsy 2.59% 2.54% Down 5 bps 
10-year Tsy 2.84% 2.85% Up 1 bp 
    

• Treasury Secretary Steven Mnuchin said the U.S. government’s plan to borrow what 
analysts expect to be more than $1 trillion this year isn’t contributing to volatility in 
markets: “I don’t think that’s had an impact on the market at the moment,” Mnuchin told 
reports at the Capitol last Tuesday. 
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• America’s top credit rating is likely to face downward pressure in the years to come 
because of a swelling national debt load and widening budget deficits, according to 
Moody’s Investors Service. 

Treasury/Fed/Administration/Congress 

• For the second time in less than three years, Congress has raided the Federal Reserve’s 
capital surplus account, this time for $2.5 billion; Congress took a similar step in 2015, 
reducing the Fed’s surplus from about $30 billion to $10 billion to finance highway 
spending, prompting former Fed Chairman Ben Bernanke to call the move “a form of 
budgetary sleight-of-hand that would count funds that are already designated for the 
Treasury as “new revenue.” 

• The Federal Reserve will face growing pressure to accelerate its planned interest-rate 
increases after a nearly $300 billion spending package signed into law last week juices a 
U.S. economy already souped up on tax cuts; economists at banks and consulting 
companies are busy marking up their economic forecasts in response to the legislation, 
saying it will help lift growth in 2018 to well above the 1.8% rate the Fed reckons is the 
economy’s long-run potential. 

Economy 

• America’s service industries expanded in January at the fastest pace in at least a decade 
as a surge in orders led to a pickup in hiring, figures from the Institute for Supply 
Management showed last week. 

• The U.S. trade deficit widened to the biggest monthly and annual levels since the last 
recession, underscoring the inherent friction in President Donald Trump’s goal of 
narrowing the gap while enjoying faster economic growth; the deficit increased 5.3% in 
December to a larger than expected $53.1 billion, the widest since October 2008, as 
imports outpaced exports. 

This Week 

Economic data scheduled to be released this week include consumer and producer prices and 
industrial production. 
 

Quote 

“Smile, it’s free therapy.”  

- - Douglas Horton 
 

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