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Stocks continued a five week rally as positive earnings reports from the banking sector
bolstered market confidence. Goldman Sachs, JPMorgan and Citigroup reported better
first quarter earnings than expected, reverting back to positive territory. Treasury yields
on the intermediate to long-end portion of the curve rose after last week’s close, while T-
Bill yields fell slightly. For the week, the S&P 500 traded up 1.5%, whereas the Dow Jones
climbed 0.6%, and the 10yr T-Note went out at a 2.94% yield.

Producer prices for the month of March fell for the first time in three months, down 1.2%,
while core prices remained the same. On a year-over-year basis, headline PPI fell more
than economists were expecting, whereas core YoY prices slowed from 4.0% to 3.8%. On
the retail side, the cost of living unexpectedly fell 0.1% in March and contributed to the
first year-over-year decline in consumer prices since 1955. As such, these first indications
of actual deflation alleviate concerns that Fed policy actions will cause high rates of
inflation, at least in the near-term.

The Fed released their latest report on the current economic conditions by district on
Wednesday, better known as the Beige Book, which indicated “overall economic activity
contracted further or remained weak.” The Fed added that “five of the twelve Districts
noted a moderation in the pace of decline, and several saw signs that activity in some
sectors was stabilizing at a low level.”

People receiving unemployment benefits rose again to a record high for the week ending
last Saturday, breaking through the 6,000,000 mark. Alternatively, initial jobless claims fell
by 53,000 to 610,000 for the same week, dropping to the lowest level in almost three
months.
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MOVE Index - Last 5 Years
The Merrill Lynch MOVE 
index is a measure of bond 
market volatility. 
Specifically it is a weighted 
average of 1-month 
Treasury volatilities across 
the maturity spectrum. 
Typically, market volatility 
rises during times of 
uncertainty or risk aversion. 
Last year was an 
unprecedented period of 
high volatility in the wake of 
extreme fear and flights to 
quality. Since the peak last 
fall, the MOVE index has 
fallen sharply, indicating 
that markets are 
normalizing.

Source: Bloomberg, LP
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Type
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U.S. Buys Back USD7.37 Bln Notes/Bonds FH/FN 7y Balloon
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MBS Prepayments are provided by Bloomberg

Source for the aforementioned indices, rates, descriptions, & economic indicators: Bloomberg, LP.  Although believed to be reliable, 

The Baker Group does not guarantee the accuracy of the listed information.  This report was printed as of: 04/17/2009 3:35PM
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