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Market Action Equities Current | 1Week | 1Month | YTD
e Stocks globally were down sharply for the second week U.S.
:n a r%w,land stl(()ck market \;]olatilityl/( hﬁs returned wlithI Dow Jones 24,190.90 | -5.21% | -4.64% | -2.14%
arge daily market swings; this week the CBOE Volatility 261955 | -5.16% -4.68% 2 02%
Index (the VIX) reached its highest level since China’s S&P 500 6,874.49 5.06‘V0 3'90(; 0'420/0
currency crisis in 2015. The decline in stocks is driven by Nasdaq O 1% U070 1 =3 9U0 ) mULALT0
bond market weakness with bond yields rising in Europe
response to rising interest rates based on expectations for FTSE 7,092.43 | -4.72% | -8.47% | -7.74%
stronger economic growth, which has led to concerns DAX 12,107.48 | -5.30% | -8.84% | -6.27%
about higher inflation and more short-term interest rate Asi
hikes. The decline and volatility in equity markets have ﬂ_ 0 0 0
been compounded by algorithmic trading (buying and Nikkei 21,382.62 | -8.13% | -10.11% | -6.07%
selling directed by computer algorithms) and by margin Shanghai 3,129.85 | -9.60% | -8.53% | -5.36%
calls. However, spreads and the Libor remained calm. Currencies
B e ciscipiines invesmen EUR/S | 1224 | -181% | 242% | 193%
strategies will be valued more. $/Yen 108.820 '1'23;%’ '2'35;/0 '3'43;%
e In previous equity market sell-offs, Chinese state-backed 1.383 -2.06% 2.31% 2.32%
funds have stepped in and bought shares to stem market Bonds
declines — but there has been little evidence of state-led 10 Year 2.85 0.014 0.298 0.449
buying this time. Is China showing increased tolerance Moody’s AA 3.93 0.060 0.240 0.370
for loss in order to tame excessive risk-taking in its -
financial system? Commodities . . .
e IHS Markit's main gauge of business activity across the WTI $59.07 '9'750/0 '7'080/0 '2'230A)
Eurozone reached a near 12-year high in January, with Brent $62.80 -8.43% | -9.25% | -6.09%
the composite PMI rising to 58.8, from 58.1 the previous Gold $1,316.30 | -1.57% | -0.59% | 0.18%
month. If the trend continues in February and March, the
Eurozone would be headed for quarterly growth of 1%,
far above the area's long-run average. Ret
e German Chancellor Angela Merkel’s Christian eturns
Democratic Union and the Social Democratic Party Sector 1Week 1 Month YTD
(SPD) have formed a coalition agreement in which Telecommunications -5.72% -2.72% -6.69%
Merkel ceded control of the powerful finance ministry to Materials -3.41% -6.50% -4.84%
her coalition partner, in addition to the foreign and labor 0 0 0
ministries. The deal must be ratified by SPD members. Energy -8.46% -11.58% | -9.56%
o The trade deficit of the United States grew by 12% last Consumer Staples -5.10% -5.58% -5.38%
year, to $566bn, the highest it has been since 2008. Consumer Discretionary | -4.59% -1.22% 0.66%
Although American exports increased to $2.3trn, imports . . -5.80% -4.13% -1.02%
increased to $2.9trn which helped push the trade deficit Financials O o7 oen
with China to a record $375bn. Healthcare -5.63% | -4.43% | -1.96%
o After falling below $6000 in the first half of the week, Industrials 5.43% | -6.29% | -3.39%
Bitcoin extended its ascent above $8,000 on Thursday Technology -4.43% -4.11% -1.67%
and conti.nued climbing on Friday. The price behgviqr of Utilities 2.77% -4.45% 7.13%
other major cryptocurrencies broadly followed Bitcoin.
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This Week from BlackSummit

Market Turmoil, Portfolios and Commodities: Time to Diversify, Part |

John E. Charalambakis

Recommended Reads

'World on the brink,' warns Munich Security Report
Deutsche Welle

Hard Brexit would cost public finances £80bn, says secret analysis
Jessica Elgot, Heather Stewart, and Peter Walker

Why South Korea is growing wary of China
The Economist

Video of the Week

Winter Olympics kick off under political spotlight

Image of the Week

2. The combination of the selloff and recent upward earnings revisions has improved
valuations dramatically this month. Forward P/E ratios on the S&P 500 are now at the
levels we haven't seen since the early part of 2016.
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