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3/20/2015 % Wk Chg % Yr Chg

DJIA 18,127.65 2.13% 1.71%

S & P 500 2,108.10 2.66% 2.39%

Nasdaq 5,026.42 3.17% 6.13%

EAFE 1,887.31 3.94% 6.38%

Emerging Mkts 969.53 3.19% 1.35%

Hang Seng 24,375.24 2.32% 3.26%

NIKKEI 19,560.22 1.59% 12.09%

FTSE 7,022.51 4.18% 6.95%

CRB Index 214.11 1.62% -6.89%

Dow Jones Utility 595.33 3.91% -3.68%

TIPS Index 113.76 2.02% 1.56%

VIX Index 13.02 -18.63% -32.19%

OIL 55.32 1.19% -3.51%

Gold 1,182.54 2.08% 0.05%

Euro 1.08 3.10% -10.60%

Yen 120.04 -1.12% 0.22%

Sterling 1.49 1.39% -4.07%

High Yield 6.27% 0.48% -7.79%

Investment Grade 3.47% -2.80% -6.22%

2 Year Gov't 0.58% -12.12% -12.12%

5 Year Gov't 1.41% -10.76% -14.55%

10 Year Gov't 1.93% -8.53% -11.06%

30 year Gov't 2.51% -7.04% -14.04%

2 Year Muni 0.55% -8.33% 0.00%

5 Year Muni 1.32% -8.33% -4.35%

10 Year Muni 2.06% -6.79% -1.90%

30 Year Muni 2.94% -7.26% 0.68%

3m LIBOR 0.27% 0.00% 3.85%

Fed Funds 0.12% 20.00% 300.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.39% 0.00% 0.00%

12m CD 0.71% 0.00% 1.43%

30 Year Mortgage 3.86% -1.78% -3.26%

15 Year Mortgage 3.08% -1.91% -0.32%
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Some investors view participation in the markets as similar to 

the days of the wild, wild west when uncertainty and the 

danger seemed to be lurking around every corner.  Will I get 

into a fight at my favorite watering hole?  Will a band of 

marauding Indians attack me on my homestead?  Will my 

crops come in?  Will I happen to be in town when a shoot out 

occurs at high noon?  These were the type of risks faced by 

frontier settlers.   

  

Investors in today’s market might feel that they are living in 

the financial equivalent of Tombstone, Arizona at the end of 

the 19th century.  Over the last two weeks the market has 

shown unusual edginess as to its direction.  Volatility and 

uncertainty have been the themes.  One day’s rise of a 

hundred points or more is quickly followed by a fall of a 

hundred plus points, and this has happened over the over 

again.  This context made the Federal Open Market 

Committee’s announcement this last Wednesday at 2:00 pm 

feel like high noon in Tombstone, with a shoot out about to 

occur between the sheriff and the unruly mob of investors 

that had gathered in the streets to hear what the sheriff had to 

say. 

  

The sheriff, in the form of Fed Chairman Janet Yellen, had 

threatened the mob that she was about to raise rates, and the 

market had no idea how it wanted to react.  The sheriff 

entered the streets at the designated time and announced in 

effect, “Yes, I still plan on raising rates but when I do start 

raising them I don't expect them to go up as fast as you 

thought.”    

  

Market players typically expect that once rates start going up 

the rise becomes inexorable, with each FOMC meeting 

pushing rates higher until the Fed’s target level is reached.  

History bears that pattern out.  The last time the Fed started 

raising rates from very low interest rates was June 2003 

when the Fed Funds rate stood at 1.00%.  By June 2006, the 

Fed had raised Fed Funds seventeen times before finally 

stopping when the rate was 5.25%.  

  

Just one month ago the Fed outlined that their estimated 

targets for the Fed Funds rate were 1.125% by the end of this 

year; 2.5% by the end of 2016; and 3.625% by the end of 

2017.  That trajectory suggests strongly that the Fed will 

have to raise rates methodically, predictably and often.  But 

in a surprise to the market this week, the Sherriff said she and 

her deputies now see the need to raise rates more slowly, and 

to lower targets, than they indicated just a month ago. The 

new targets are broadly 75 basis points lower across the 

board than the previous targets.  The market reacted swiftly, 

and turned positive across the world, as the crowds in the 

street went to the Longhorn Saloon to celebrate. 

  

Carl Gambrell 

  

http://nhoffmanandco.com/blog/blog/wp-content/uploads/2015/02/Important-Disclosures.pdf

