
US bank stocks sold off last night across the board, as investor concerns began
to grow around the values of lenders' bond portfolios. These fears were initially
sparked by difficulties at Silicon Valley Bank (SVB), a small tech-focused lender.
Late on Wednesday night, and originally flying under the radar mostly with
regard to the financial media, SVB shared that it had lost around $1.8 billion
following the sale of a portfolio valued at $21b, which it sold in response to a
noticeable decline in customer deposits. This loss, in turn, caused the bank to
announce a sale of its shares in order to reinforce its capital position. 
The losses taken by SVB on this sale have naturally shone the spotlight on the
rest of the US banking sector, and some market participants are now pointing to
the potential risks that might be present with regard to the sizeable bond
portfolios held by larger banks in the States. Most large US investment banks
would have invested significant portions of their customer' deposits into longer-
dated securities such as Treasuries, over the course of the pandemic. After the
hefty bond sell-off seen in 2022, these positions would be loss-making at
present, should the aforementioned banks be forced to liquidate for some
other reason.
We will likely be reporting on this story again in the not-so-distant future, as
more details are made public, or if we see statements or publications from any
of the major banks in the US. Our initial thoughts on the matter would be that
while general investor sentiment will be and has been affected in the short-
term, most larger US banks have robust balance sheets at present and have
benefitted hugely from higher US rates over the past year. SVB's losses should
not be indicative of a sector-wide problem, as we currently see it. However, we
will be monitoring the situation on an ongoing basis.
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Equities: European risk assets are moving lower on Friday morning, with
the main indices across the continent down by almost 2%. UK January
GDP came in stronger than expected this morning, at 0.3% m/m versus
0.1% estimates. UK stocks are selling off in line with the rest of Europe,
focusing instead on banking sector worries.
Risk sentiment turned sour in the US on Thursday afternoon, the S&P
500's financials sector fell by over 4% on the session and dragged the
benchmark US index down by 1.85% to its lowest prices since late-
January. 
The materials and real estate sectors also suffered on Wall Street last
night. Silicon Valley Bank (SVB) has sparked fears within the US banking
sector, after they announced a surprise $1.8b loss - more on this below.
Looking at volatility, the benchmark VIX index has picked up and is back
above $23 on Thursday, while Europe's VSTOXX is up to €20. Sentiment
was also hit this week by hawkish-sounding commentary from Jerome
Powell - this afternoon's US jobs data, along with next week's US
Consumer Price inflation, will prove important for the near-term
direction of Fed policy.
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Rates: According to a survey conducted by Bloomberg this week, the ECB will
likely hike by 25bp three times following next week's 50bp move. This would
leave the central bank's deposit rate at a peak of 3.75% by July. Bond yields in
the US have shifted lower as investors flock to the safe-haven assets amid
banking sector concerns. Markets have now reined in some of their hawkish
expectations for the Fed, and are now split between 25bp and 50bp in March.

Looking ahead: The main event of the day for global financial markets, not
just in America, will be the February US jobs data due out at 1:30pm Irish time.
This will include the monthly Unemployment Rate which is expected at a 54-
year low of 3.4%, along with the Non-Farm Payrolls (NFP) figure, forecast to
come in at +225k. In terms of NFP, the US has in fact added jobs to its
economy for 25 consecutive months, including the surprise half a million jobs
that were registered during January. Clearly, US employment is very tight at
present.
On Saturday night the US and Canada will see their Daylight Saving Time Shift,
followed by Europe in two weeks. Key data next week will include: Tuesday's UK
jobs data and US inflation, Wednesday's US PPI and Retail Sales, and
Thursday's ECB monetary policy decisions.

10/03/2023 - US Non-Farm Payrolls
12/03/2023 - US Daylight Saving Time Shift
14/03/2023 - US CPI
16/03/2023 - ECB Rate Decision

US Budget Proposal
We saw news emerging on Thursday about Joe Biden's new proposals for big
tax increases on US corporations, investors, and wealthy individuals as part of a
sweeping budget plan. According to White House officials, this would reduce the
country's federal deficit by almost $3 trillion over the next ten years. 
We must remember that Republicans are in control of the House of
Representatives, meaning that these budget plans will probably not come to
fruition. Instead, they will simply allow Biden to lay out his economic vision
ahead of a possible running in the 2024 Presidential election. The proposed tax
increases include a 25% minimum tax for billionaires, a 28% corporate tax, and
a doubling of the rate on US multinationals' foreign earnings to 21%.


