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12/12/2014 % Wk Chg % Yr Chg

DJIA 17,280.83 -3.78% 4.25%

S & P 500 2,002.33 -3.52% 8.33%

Nasdaq 4,653.60 -2.66% 11.42%

EAFE 1,767.09 -3.55% -7.75%

Emerging Mkts 938.41 -4.80% -6.41%

Hang Seng 23,249.20 -3.14% -0.25%

NIKKEI 17,371.58 -3.06% 6.63%

FTSE 6,300.63 -6.56% -6.64%

CRB Index 243.75 -3.40% -13.00%

Dow Jones Utility 597.56 0.14% 21.81%

TIPS Index 112.78 0.70% 2.62%

VIX Index 21.08 78.34% 53.64%

OIL 61.85 -10.45% -44.18%

Gold 1,222.59 2.54% 2.01%

Euro 1.25 1.47% -9.45%

Yen 118.75 -2.23% 12.70%

Sterling 1.57 0.87% -4.94%

High Yield 6.70% 5.85% 12.61%

Investment Grade 3.57% -1.38% -7.75%

2 Year Gov't 0.54% -15.63% 42.11%

5 Year Gov't 1.51% -10.12% -13.22%

10 Year Gov't 2.08% -9.96% -31.35%

30 year Gov't 2.74% -7.74% -30.98%

2 Year Muni 0.44% 7.32% 33.33%

5 Year Muni 1.29% 6.61% 12.17%

10 Year Muni 2.10% -1.87% -24.19%

30 Year Muni 2.95% -5.14% -30.26%

3m LIBOR 0.23% 0.00% -8.00%

Fed Funds 0.11% 0.00% 175.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.39% 0.00% -2.50%

12m CD 0.70% 0.00% 4.48%

30 Year Mortgage 4.08% 0.00% -10.13%

15 Year Mortgage 2.97% -3.26% -16.34%

NHCO Weekly Market Update

Important Disclosures Data: Bloomberg

 

 
NHCO Week in Review 

September 12 

NHCO Week in Review 
December 15, 2014 

 

 As market volatility returns some investors will seek a safe 

place for their cash.  Since the 1980s money market mutual 

funds (MMFs) have been the “go to place” to park idle cash.  I 

remember the great migration of funds from the old bank pass 

book savings accounts yielding 4% into the money funds that 

paid rates of up to 8%.  The managers of the funds invested in 

high yielding short-term investments, collected a fee, and passed 

on the rest of the return to their investors.  This worked for years 
and, with no money ever being loss by investors, the market 

became complacent.  MMFs were seen as completely safe. The 

belief a dollar invested would always be returned in full gave 

investors a feeling of security.   

  

In 2008 when short-term rates dropped to virtually zero there 

was no spread to be made by managers of MMFs.  Investors 

panicked and asked for their money back. As a result one money 

fund failed to return the investment in full (and thus "broke the 

buck").  The Fed saw the potential for a damaging run on these 

funds, stepped in, and guaranteed all MMFs during the crisis.  

  

Since 2008 the industry and the Fed have been working on a 

way to avoid similar crises.  New rules have just been introduced 

for MMFs which divide the market into "Institutional MMFs" 

and "Retail MMFs."  Institutional MMFs are those where large 

buckets of capital are invested mainly by corporations.  These 

MMFs will be allowed to have a floating rate value so investors 

could see their investment drop below face value.  By 

comparison Retail MMFs, for retail investors of course, will 

always be valued at $1.00.  Moreover the new rules require 

managers of Retail MMFs to reduce the risk in their portfolios.  

Portfolios are mandated to have 40% of their holdings in 

maturities of 7 days or less. In addition, managers of MMFs will 
have the discretion to temporarily halt the redemption of their 

funds if they feel that the fund is at risk of breaking the buck.  

The result will be safer investments but lower returns. 

  

The other place to hold cash has traditionally been a bank 

checking account.  This week it was reported that major banks in 

the US are urging some of their largest depositors to take their 

money away!  Almost all the large buckets of deposits come 

from companies with hundreds of millions in deposit.  Banks are 

effectively incurring hefty costs for holding these deposits 

because of the reserves required by the Fed. As you probably 

remember, deposits over $250,000 are  not insured by the FDIC.  

Currently there are over $4 trillion of uninsured cash deposits 

sitting in banks.   

  

Some banks are now starting to charge companies a fee if they 

want to leave high balances in their account.  How's that for a 

twist? How about this proposal from a banker to a new corporate 

client, "We want to thank you for the $10,000,000 deposit, and 

by the way there will be a $5,000 service charge for holding that 

cash."  Ouch, that hurts!  

  

Carl Gambrell 
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