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Key Announcements and  
Economic Highlights 

High levels of volatility resurfaced this past week, 
as headlines regarding protectionism and trade 
wars sent investors to the sideline.  

The Dow Jones Industrial Average Index suffered 
its worst weekly performance in roughly two 
years. It declined -5.67%, including a more than 
700-point plunge last Thursday (Mar. 22). 

The Volatility Index jumped to its highest level in 
more than a month, as illustrated by the chart 
below. 

Volatility Index:  
1/2/2018 – 3/23/2018 

 

Source: Bloomberg Finance L.P. 

Last week, the Trump administration discussed 
sweeping tariffs across Chinese imports in the 
range of $50 billion to $60 billion. Although the 
amount is relatively small compared to the size 
of either the U.S. or Chinese economy, the 
uncertainty surrounding China’s retaliation 
unnerved market participants.  

The Chinese-specific tariffs come on the heels of 
previously announced tariffs on steel and 
aluminum imports.  

Interestingly, the trade war rhetoric 
overshadowed the Federal Reserve’s (the Fed’s) 
decision last Wednesday (Mar. 21) to raise the 
Federal Funds target range by 25 basis points 
(0.25%) to a new range of 1.50% – 1.75%.  

In the Fed’s post-meeting statement, it noted 
that “the economic outlook has strengthened in 
recent months.” It stopped short, however, of 
saying the total number of targeted rate hikes 
for 2018 would be increased from three to four. 

Turning to U.S. economic data reported last 
week, existing and new homes sales revealed a 
healthy and stable housing market. However, 
diminishing housing supply and a spike in 
mortgage rates remain concerns as the housing 
sector enters its busy time of the year. 

As reflected in the chart below, according to 
Bankrate.com, the national average for 30-year 
fixed-rate home mortgages in the United States 
has jumped roughly 50 basis points (0.50%) over 
the past six months. 

https://www.bmtc.com/wealth/
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30-Year Fixed-Rate Home Mortgages 
U.S. National Average: 
10/2/2017 – 3/23/2018  

 

Source: Bloomberg Finance L.P. 

Financial Markets 

The S&P 500 Index dropped nearly -6.0% last 
week, led by the Information Technology and 
Financial sectors, which were down -7.87% 
and -7.21%, respectively. All 11 sectors ended 
the week in the red.  

Facebook tumbled -14% due to concerns about 
privacy issues, while Morgan Stanley and Bank of 
America each fell -9.0% on fears that interest 
rates may stay lower for longer.  

Interestingly, the Federal Reserve raised its 
forecasts for interest rate hikes in 2019 and 
2020, but apparently the change was not enough 
to alter investors’ selling behavior within the 
Financial sector.  

Overseas, the developed international (MSCI 
EAFE) and emerging equity (MSCI EM) markets 

both ended down on the week, at -2.57% 
and -3.35%, respectively.  

In fixed income, U.S. Treasury yields headed 
lower across the yield curve, with the two-year 
and 10-year Treasury yields ending the week at 
2.25% and 2.81%, respectively. Investors favored 
U.S. government securities over U.S. credit 
issuers, in line with increased risk aversion by 
investors.  

Also worth noting, S&P raised Spain’s credit 
rating from BBB+ to A-, a positive indication that 
the country continues to improve its fiscal 
position in the aftermath of the sovereign debt 
crisis. 

Our View 

Last week’s dismal equity market performance 
appears to be related to speculation, as opposed 
to any change in the underlying economic 
fundamentals. Of course, special attention must 
be given to the current administration’s focus on 
trade deficits and potential policy actions that 
may follow.  

For now, uncertainty seems to be playing a key 
role in market activity. As such, we will continue 
to monitor economic and financial market 
developments as they occur, but will actively 
look for investment opportunities based on long-
term fundamental characteristics. 

 
 

 

BMT in the Press 

Bryn Mawr Trust professionals are regularly sought after by the media for their insights on financial 
matters. The following is a recent highlight. 
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‘Bolton Trade’ Triggers Rallies in Defense and Energy (3/23/2018) 
Bloomberg called upon Ernie Cecilia, Chief Investment Officer at BMT, for his take on how markets reacted 
to the appointment of John Bolton as President Trump’s new National Security Advisor. Ernie explained 
that the market’s perception is that the appointment of Mr. Bolton could eventually be a positive for 
defense stocks, given Bolton’s hawkish approach in handling negotiations with other countries. 

 

 
The views expressed herein are those of Bryn Mawr Trust as of the date above and are subject to change based on market conditions and other 
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