
Ropes Wealth Assesses Job Market & Banking Sector Risk 

As hoped, the February jobs data announced this morning showed still-strong results but some overall easing in 
the labor imbalance. Following January’s 500,000+ increase, February total nonfarm payrolls increased 311,000 
versus expectations for a 225,000 gain, the 11th consecutive month of job gains exceeding expectations. 
Government payrolls expanded 46,000 and January numbers were also increased due to gains in education jobs. 
The private sector added 265,000 jobs, though in this case, January’s numbers were cut back by-57,000 on 
revisions. February job gains were broad-based, with leisure (+105k), health care and social assistance (+74k), 
retail (+50k), and construction (+24k) sectors demonstrating resilient growth. Manufacturing (-4k), transportation 
(-25k), and information technology (-25k) saw payroll declines in this most recent report.

The unemployment rate rose from 3.43% to 3.57% despite 177,000 more people reporting as employed as 
participation increased by an encouraging 419,000. The labor force has now added 1.724m participants over the 
last three months, the strongest three-month run (outside of the pandemic recovery) since 2000. Total participation 
also increased, up from 62.4% to a cycle-high 62.5%, still below the pre-pandemic 63.3% as it remains weighed 
down by the exodus of senior laborers early in the pandemic. Related to wage inflation, average hourly earnings 
growth slowed to 0.2% month-over-month, the slowest rate in twelve months; however, wages are still up 4.6% 
year-over-year.

With the March Fed decision still looming, the revisions to the January report along with improvement in the labor 
imbalance at least opens the door to the Fed staying on the path of smaller 25 basis point increases in rates. 
Maybe especially so given the other stress that has unfolded in this week’s news around Silicon Valley Bank 
(SVB). As widely reported, SVB which primarily served the tech industry, announced it was raising capital to 
cushion against losses its bank subsidiary was realizing on liquidation of the lion’s share of its investment portfolio. 
The company saw its credit rating downgraded and its stock price plunge by a record 60%+ in response to its 
plans to shore up its liquidity position. As of press time, the share sale plan failed and regulators have closed the 
doors after a brief attempt to find a suitor for the company. With SVB entering FDIC receivership the contagion to 
other regional banks like First Republic has waned, for now, but they will no doubt spend a busy weekend 
attempting to reassure markets they are on solid footing.

Fed Chairman Jay Powell testified before Congress this week and took a markedly hawkish stance. Indicating 
rates were likely to rise even higher than the 5.00-5.55% range suggested by recent Fed commentary, Powell also 
noted that a return to larger 50 basis point hikes may be appropriate given the surprisingly robust condition of the 
labor market and stubbornly elevated level of prices. When officials in Washington pushed back on Powell for the 
impact on consumers and businesses, Powell was clear that the intention is not to destroy jobs (although that will 
likely occur), but to rebalance the disconnect between labor supply and labor demand, the gap of which is currently 
driving higher wage costs and by extension resulting in the ominous wage price spiral. Under this scenario, 
workers demand higher wages as businesses charge higher prices forcing consumers to seek even higher 
compensation and so on and so on. 

Clearly now policymakers will need to weigh the implications of its aggressive tightening on a financial system 
that’s showing signs of stress with the failure of SVB. 

• There have been 85 rolling 10-year periods since 1926. The S&P 500 produced gains in 81 of them and 
losses in four—meaning the market increased in 95% of the 10-year time frames.

• Stocks produced positive returns in every rolling 15-calendar year period since 1926. 

• During the 65 rolling 30-year periods since 1926, the stock market’s worst performance was an 
annualized return of 8.5%.

These historical returns illustrate how stocks have shown resilience and growth potential over the long term. We 
continue to believe in that potential and urge you to do the same. Please feel free to connect with a member of 
your team by clicking here.

________________________________________

THE CARES ACT OFFERS TAX PLANNING OPPORTUNITIES FOR 2020

The Coronavirus Aid, Relief and Economic Security (CARES) Act, the $2 trillion stimulus bill, was signed into law 
by President Trump on March 27, 2020. The Act provides financial assistance to individuals and small 
businesses suffering economic damage from the effects of COVID-19. Included in the Act are several provisions 
offering income tax relief to individuals. Please click here to read more. 

The IRS will allow individuals to defer filing 2019 federal income tax returns and paying federal income tax bills 
that would normally be due on April 15 until July 15 without interest or penalties. This includes outstanding 2019 
tax payments and any 2020 estimated quarterly tax payments due by April 15. This deferral also applies to 
trusts, estates, partnerships, and corporations.

The deadline for contributions to individual retirement accounts (IRAs) has also changed: you have until July 15 
to make contributions for 2019.

It is important to note that state and municipal taxes are not affected by this IRS announcement. While some 
locations (including New York and California) are allowing deferred filings and payments to some extent, you will 
want to check with your state or local government or your tax advisor.

For those who work with Ropes & Gray’s tax service department, please stay tuned for more guidance about 
how they are handling the adjusted federal filing deadlines.

________________________________________

A PLANNING OPPORTUNITY WITH ROTH CONVERSIONS

As difficult as it is to watch, the recent decline in the stock market may present an opportunity for long-term 
investors to take advantage of the option to convert a traditional IRA or qualified retirement plan to a Roth 
equivalent. Retirees who have yet to take required minimum distributions from their retirement plans, are 
currently in a low tax bracket, and have liquid assets available to pay the tax due on a Roth conversion may find 
the opportunity particularly attractive.

Click here to learn more.



The information set forth in this communication is presented by Ropes Wealth Advisors LLC (“Ropes Wealth”) a wholly owned subsidiary of Ropes 
& Gray LLP. The contents are for informational and educational purposes only and are not intended as investment, legal or tax advice. Please 
consult with your investment, legal or tax advisor concerning any specific questions you may have. Ropes Wealth cautions the reader that past 
results are not indicative of future performance. The historical return of markets generally and of individual assets classes or individual securities 
may not be an accurate predictor of future returns of those makers, asset classes or individual securities. Ropes Wealth does not guarantee the 
accuracy and completeness of any sourced data in this communication. 

Ropes Wealth Advisors LLC 
800 Boylston Street Boston, MA 02199-3600 

Market stress this week took on another level of complexity. When financial market stability is in question, that is 
always a cause for concern. We are watching developments closely here but believe SVB had unique 
characteristics as a specialty lender for the venture tech industry and given their approach to deposit 
management. However, following more stringent regulations post-2008, most banks are well capitalized and 
liquidized in such a way that they are not vulnerable in this moment. We are not taking anything for granted, and 
always want to remind clients of the FDIC limits on deposits over $250,000 for individuals and $500,000 for joint 
accounts. Excess amounts should be reviewed and considered with your advisor.

Thank you as always for your interest in our investment commentary. If you would like to speak personally with a 
member of our team at any time, please click here.
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