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The recent economic data have been mixed, suggesting relatively weak GDP growth for 

1Q12, but better job gains. Implicitly, either one of these stories is wrong or productivity 

growth has slowed sharply. Higher gasoline prices are expected to dampen consumer 

spending growth, and in turn overall economic growth, in the near term. However, the 

impact from gasoline depends on how high prices go and how long they stay high. 

Stronger job growth should help support the housing market, but the market will remain 

flooded with foreclosures. The Fed is certainly less likely to unleash QE3, but the Fed 

has told us that further stimulus is conditional on a weakening of the economic recovery 

and a reduction in the inflation outlook. 

The personal income and spending data for January, released a few weeks ago, showed 

that inflation-adjusted consumer spending had been flat in November, December, and 

January. Even assuming a moderate improvement in spending for February and March, 

the math works out to a subpar pace (less than a 2% annual rate) for 1Q12. Consumer 

spending accounts for about 70% of Gross Domestic Product. As a consequence, most 

economists have reduced their forecasts of first quarter GDP growth. Now, we could see 

revisions to the spending data. In fact, the February Retail Sales Report showed upward 

revisions to figures for December and January. However, the quarterly spending figure is 

still likely to be a lot smaller than many had hoped for at the start of the year. 

Nothing in the recent economic data suggests that the Fed is any closer to raising short-

term interest rates. However, the figures also imply that further Fed asset purchases are 

less likely. While the Fed did not surprise last week, the bond market had factored in 

some chance that the Fed would eventually undertake QE3. In the short term, the recent 

pop in bond yields may simply be a case of "be on the bus or be under it." However, 

bond yields seem unlikely to rise sharply from here, at least for now. 

 
Indices 

 Last Last Week YTD return %

DJIA 13046.14 13252.76 6.78%

NASDAQ 3063.32 3056.37 17.59%

S&P 500 1392.78 1402.60 10.75%

MSCI EAFE 1553.81 1565.87 10.00%

Russell 2000 821.44 831.46 10.87%
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Treasury Yield Curve – 3/23/2012  

 Last 1-year ago

Prime Rate 3.25 3.25

Fed Funds 0.15 0.15

30-year mortgage 4.03 4.81

 Last 1-year ago

Dollars per British Pound 1.582 1.638

Dollars per Euro 1.318 1.422

Japanese Yen per Dollar 82.400 80.950

Canadian Dollars per Dollar 1.000 0.979

Mexican Peso per Dollar 12.838 11.984

 Last 1-year ago

Crude Oil 104.96 104.00

Gold 1662.05 1426.43

 Last 1-month ago

2-year treasury 0.35 0.29

10-year treasury 2.24 2.01

10-year municipal (TEY) 3.66 2.84



  
 
S&P Sector Performance (YTD) – 3/23/2012  
 

  
 
Economic Calendar 

March 26  — Bernanke Speaks ("The View from the Fed")

March 27  — Consumer Confidence (March) 

Bernanke Lecture ("The Financial Crisis and Great 

Recession")

March 29  — Bernanke Lecture ("The Aftermath of the Crisis")

April 6  — Good Friday (stock market closed, bonds open half 

a day) 

Employment Report (March)

April 25  — FOMC Policy Decision 

Bernanke Press Briefing



Past performance is not a guarantee of future results. There are special risks involved with global investing 
related to market and currency fluctuations, economic and political instability, and different financial 
accounting standards. The above material has been obtained from sources considered reliable, but we do 
not guarantee that it is accurate or complete. There is no assurance that any trends mentioned will 
continue in the future. While interest on municipal bonds is generally exempt from federal income tax, it 
may be subject to the federal alternative minimum tax, state or local taxes. In addition, certain municipal 
bonds (such as Build America Bonds) are issued without a federal tax exemption, which subjects the 
related interest income to federal income tax. Also municipal bonds may be subject to capital gains taxes if 
sold or redeemed at a profit. Investing involves risk and investors may incur a profit or a loss. 

US government bonds and treasury bills are guaranteed by the US government and, if held to maturity, 
offer a fixed rate of return and guaranteed principal value. US government bonds are issued and 
guaranteed as to the timely payment of principal and interest by the federal government. Treasury bills are 
certificates reflecting short-term (less than one year) obligations of the US government. 

Commodities trading is generally considered speculative because of the significant potential for investment 
loss. Markets for commodities are likely to be volatile and there may be sharp price fluctuations even 
during periods when prices overall are rising. Specific sector investing can be subject to different and 
greater risks than more diversified investments. 

Tax Equiv Muni yields (TEY) assume a 35% tax rate on triple-A rated, tax-exempt insured revenue bonds. 

Material prepared by Raymond James for use by its financial advisors. 

The information contained herein has been obtained from sources considered reliable, but we do not 
guarantee that the foregoing material is accurate or complete. Data source: Bloomberg, as of close of 
business March 22, 2012. 
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