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1/16/2015 % Wk Chg % Yr Chg

DJIA 17,511.57 -1.27% -1.75%

S & P 500 2,019.42 -1.24% -1.92%

Nasdaq 4,634.38 -1.48% -2.15%

EAFE 1,741.90 0.72% -1.82%

Emerging Mkts 957.46 -0.41% 0.09%

Hang Seng 24,103.52 0.77% 2.11%

NIKKEI 16,864.16 -1.94% -3.36%

FTSE 6,550.27 0.76% -0.24%

CRB Index 224.24 -0.59% -2.49%

Dow Jones Utility 640.74 2.75% 3.67%

TIPS Index 113.80 0.64% 1.60%

VIX Index 20.95 19.37% 9.11%

OIL 50.17 0.12% -12.49%

Gold 1,280.45 4.68% 8.33%

Euro 1.16 -2.32% -4.44%

Yen 117.51 -0.88% -1.90%

Sterling 1.52 -0.07% -2.78%

High Yield 6.50% 0.78% -4.41%

Investment Grade 3.40% -1.45% -8.11%

2 Year Gov't 0.48% -14.29% -27.27%

5 Year Gov't 1.30% -8.45% -21.21%

10 Year Gov't 1.84% -5.15% -15.21%

30 year Gov't 2.45% -3.16% -16.10%

2 Year Muni 0.43% -12.24% -21.82%

5 Year Muni 1.06% -16.54% -23.19%

10 Year Muni 1.82% -7.61% -13.33%

30 Year Muni 2.74% -3.86% -6.16%

3m LIBOR 0.25% 0.00% -3.85%

Fed Funds 0.12% 100.00% 300.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.38% -2.56% -2.56%

12m CD 0.68% -1.45% -2.86%

30 Year Mortgage 3.80% -2.31% -4.76%

15 Year Mortgage 2.89% -2.69% -6.47%
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We  all  know  the  expression  “fed  up”  as  meaning    someone  who  is  
unwilling to put up with something any longer.  This past Thursday it 
was the Swiss National Bank, the Swiss equivalent of our Federal 
Reserve, which showed it was totally fed up with its own policy on the 
relationship between  the Swiss franc and the euro.  The consequences 
were dramatic for markets across the world, but especially for foreign 
exchange.  
  
Switzerland is not part of the European Union and continues to be 
strongly committed to its independence and neutrality.  However three 
years  ago  Swiss  National  Bank  (“SNB”)  decided  to  cap  the  value  of  the  
Swiss franc against the euro.  This decision was taken in the middle of 
the ongoing financials crisis, and was a mechanism to stop the rise in 
the value of the Swiss franc.  At that time the Swiss franc was seen as a 
safe haven by many nervous investors.  As a result the value of the 
currency had been rising steadily, thus making life difficult for Swiss 
businesses trying to sell their increasingly expensive goods abroad. 
  
The  SNB’s  move  worked  well  initially  but  the  sluggishness  of  the  
Eurozone economies, and the rapid fall in the value of the euro, has 
made the artificial link with the Swiss currency increasingly difficult 
and expensive to maintain.   The final straw may well have been the 
widely expected announcement of increased quantitative easing by the 
European  Central  Bank  (“ECB”  - the  Eurozone’s  Fed),  which  might  
reduce the value of the euro further.  Whatever the reason, the SNB 
decided that enough was enough, and severed the link with the euro on 
Thursday. 
  
The resulting market action was sheer chaos.  With the removal of the 
ceiling the Swiss franc soared in value, increasing by as much as 30% 
against the euro at one point.  At the same time the Swiss stock market 
initially fell by around 10% on concerns about the impact on Swiss 
businesses, and the Swiss economy generally.  Foreign exchange firms 
and investors were hit hard by the change, with some firms having to 
close their doors.  For example, Alpari, a UK firm well known for its 
sponsorship of a major London soccer club, filed for bankruptcy on 
Friday.  The news might not have filtered through to the soccer team 
yet - they  happily  ran  around  with  Alpari’s  name  on  their  shirts  in  a  
game which took place 48 hours after the bankruptcy filing. 
  
Analysts  were  calling  the  SNB’s  action  irresponsible  and  shocking.    
The Swiss were clearly fed up with their linkage to the euro and its 
problems – but the change roiled markets with billions of dollars, euros, 
and Swiss francs being made and lost in a span of 24 hours of trading.  
The SNB violated the one rule that the US Fed has tried to follow over 
the last 5 years, don't surprise the market. 
  
Now the stage has become set for a critical period in Europe.  The next 
week will see all market eyes on Europe.  Rather ironically, the World 
Economic Forum starts on Wednesday in Davos, Switzerland – no 
doubt attendees are budgeting for more expensive cheese and 
chocolate.  On Thursday the meeting of the Council of ECB leaders 
will take place in Frankfurt.  Finally this Sunday we get Greek national 
elections.   
  
All in all this was a dramatic week for the markets – and one which 
demonstrated that an important rule of investing is that investors don't 
liked to be shocked, but shocked is what you can expect when someone 
gets "fed up".  
  
  
Carl Gambrell 
  
  


