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Equity Markets 

 Concerns regarding trade, monetary policy and inflation caused the stock market to
remain volatile last week, with the major benchmarks all rising approximately 2% for the
week.

4/6 Close 4/13 Close Price Change 
Dow Jones 23,933 24,360 Up 1.8%
S&P 500 2,604 2,656 Up 2.0%
NASDAQ 6,915 7,107 Up 2.8%
KBW Bank Index 105.08 106.38 Up 1.2%

Financials 

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

 The largest U.S. lenders could each make at least $1 billion in additional pretax profit in
2018 from a recent jump in LIBOR, based on data disclosed by the companies, because
customers who take out loans are forced to pay more as LIBOR rises while banks’ own
cost of credit has mostly held steady.

 Despite recent interest-rate hikes that have been largely beneficial for banks, the
mortgage businesses at the nation’s two largest home lenders, Wells Fargo & Co. and
JPMorgan Chase & Co., showed more weakness in the first quarter than analysts had
anticipated.

Credit Markets  

 The spread between 5- and 30-year Treasury yields, as well as the gap between 2- and
10-year maturities, tumbled last week to the lowest levels since 2007, at 36 basis points
and 47 basis points, respectively, as the yield curve continues to flatten.

4/6 Close 4/13 Close Change 
3-month Tsy 1.71% 1.72% Up 1 bp
2-year Tsy 2.27% 2.36% Up 9 bps
5-year Tsy 2.59% 2.67% Up 8 bps
10-year Tsy 2.77% 2.83% Up 6 bps
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Treasury/Fed/Administration/Congress 

 Wall Street banks could face higher capital hurdles under a Federal Reserve proposal that
would mark the most significant rewrite of requirements put in place after the 2008 financial
crisis; in a statement issued last week, the Fed said it is considering implementing a “stress
capital buffer” to tailor its demand to each bank’s specific business, adding that such a
change could “somewhat increase” capital requirements for the largest lenders, while less
systemically important banks would see modest reductions in the capital they need to
maintain.

 The U.S. budget deficit will surpass $1 trillion by 2020, two years sooner than previously
estimated, as tax cuts and spending increases signed by President Donald Trump do little to
boost long-term economic growth, according to the Congressional Budget Office.

 Federal Reserve officials leaned toward a slightly faster pace of tightening at their March
meeting as their growth outlook and confidence in hitting their inflation target strengthened,
according to minutes of the March 20th – 21st Federal Open Market Committee meeting
released last week; even with the improved outlook, a “strong majority” of Fed officials
voiced concern that a trade war would harm the economy, and some policy makers said the
recent turbulence in financial markets highlighted risks to growth, the minutes showed.

Economy 

 U.S. wholesale prices advanced in March by 3% on a year-over-year basis, reflecting broad
increases in the cost of services and goods; excluding the volatile food and energy
components, so-called “core” producer prices increased 2.7% year-over-year.

 A key measure of U.S. inflation accelerated in March to the highest level in a year as a drag
from mobile -phone costs faded, bearing out the Federal Reserve’s forecast for a pickup in
price gains; excluding food and energy, the core consumer price index rose 2.1% on a year-
over-year basis, following a 1.8% gain in the year through February.

 The largest U.S. lenders could each make at least $1 billion in additional pretax profit in
2018 from a recent jump in LIBOR, based on data disclosed by the companies, because
customers who take out loans are forced to pay more as LIBOR rises while banks’ own cost of
credit has mostly held steady.

 Despite recent interest-rate hikes that have been largely beneficial for banks, the mortgage
businesses at the nation’s two largest home lenders, Wells Fargo & Co. and JPMorgan Chase
& Co., showed more weakness in the first quarter than analysts had anticipated.

This Week 

Economic data scheduled to be released this week include retail sales, housing starts and the 
leading economic indicators index. 

Quote 

“Don’t worry about failure; you only have to be right once.” 

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




