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Equity Markets 

• U.S. stock indexes fell sharply last week as President Trump expanded U.S. trade sanctions to
include China.

3/16 Close 3/23 Close Price Change 
Dow Jones 24,947 23,533 Down 5.7% 
S&P 500 2,752 2,588 Down 6.0% 
NASDAQ 7,482 6,993 Down 6.5% 
KBW Bank Index 112.92 103.94 Down 8.0% 

• Hedge fund returns fell 2.19% in February, wiping out January gains and leaving them nearly
unchanged for the year at up 0.07%, according to the latest data from the Bloomberg Hedge
Fund Database; Commodity Trading Advisors/Managed Futures strategies had the steepest
drop for both February and the year, falling 6.01% for the month and 3.02% on a year-to-date
basis.

Financials 

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

Credit Markets 

• Yields on U.S. Treasury securities fell last week as fears of a trade war sent investors scurrying
for safe havens.

3/16 Close 3/23 Close Change 
3-month Tsy 1.77% 1.72% Down 5 bps 
2-year Tsy 2.29% 2.26% Down 3 bps 
5-year Tsy 2.64% 2.60% Down 4 bps 
10-year Tsy 2.85% 2.81% Down 4 bps 

• From Riyadh to Sydney, short-term funding markets worldwide are starting to feel the effects
of soaring U.S. dollar Libor rates; the surge in recent weeks to levels not seen since 2008 in
this key global short-term financing indicator may have a mostly technical explanation related
to the massive amount of Treasury-bill issuance since the U.S. debt ceiling was raised in
February, rather than flashing credit-deterioration warning signals like it did during the
financial crisis and the European sovereign debt crisis.
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Treasury/Fed/Administration/Congress 

• Federal Reserve officials, meeting for the first time under Jerome Powell, raised the
benchmark lending rate a quarter-point, maintaining their projection of a total of three
increases this year while forecasting a steeper path of hikes in 2019 and 2020.

• The U.S. labor market is near or beyond full employment, while some pockets of finance
are showing signs of rising leverage and high valuations, according to the Federal
Reserve’s most recent “Monetary Policy Report”.

• The gap between policy rates in the U.S., Europe and Japan is likely to widen “a lot” further
in coming years and markets do not appear to recognize the extent of the divergence,
according to Bank of America Merrill Lynch; persistently below-target inflation means that
the Bank of Japan and the European Central Bank are about three years behind the Federal
Reserve in exiting extraordinary stimulus.

Economy 

• Sales of previously owned U.S. homes rose 3% in February, the first gain in three months,
indicating that job gains and tax cuts are supporting demand despite low supply, National
Association of Realtors data showed last week.

• The Conference Board’s index of leading economic indicators rose 0.6% in February, after
rising 0.8% in January and 0.7% in December; the largest positive contributor to the rise
was an increase in average hours worked.

• Orders placed with U.S. factories for business equipment snapped back in February after
two months of declines, consistent with steady manufacturing growth, a Commerce
Department report showed last week.

• Sales of U.S. homes fell for a third straight month in February and supply swelled to the
highest since 2009, suggesting that surging prices for newly-built homes are increasingly
deterring buyers.

This Week 

Economic data scheduled to be released this week include the final revision to fourth-quarter 
GDP, personal income and spending data, and a reading on consumer sentiment. 

Quote 

“Common sense is instinct, and enough of it is genius.” 

- - Josh Billings 

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