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Markets 16-Jan 17-Jan 18-Jan 19-Jan 20-Jan YTD% 30-Dec-16

DJIA N / A 19,826.77 19,804.72 19,732.40 19,827.25 0.33% 19,762.60

S&P 500 N / A 2,267.89 2,271.89 2,263.69 2,271.31 1.45% 2,238.83

NASDAQ N / A 5,538.73 5,555.66 5,540.08 5,555.33 3.20% 5,383.12

SNL Bank Index N / A 519.89 523.91 520.91 523.93 -1.64% 532.65

Fed Funds Rate N / A 0.66% 0.66% 0.66% 0.66% 0.55%

1 Month LIBOR 0.77% 0.77% 0.78% 0.78% 0.78% 0.77%

3 Month LIBOR 1.02% 1.02% 1.03% 1.04% 1.04% 1.00%

3 Month T-Bill 0.53% 0.55% 0.53% 0.52% 0.50% 0.51%

1 Year Treasury 0.82% 0.80% 0.82% 0.83% 0.82% 0.85%

2 Year Treasury 1.21% 1.17% 1.23% 1.25% 1.20% 1.20%

3 Year Treasury 1.48% 1.42% 1.51% 1.53% 1.50% 1.47%

5 Year Treasury 1.90% 1.84% 1.93% 1.97% 1.95% 1.93%

10 Year Treasury 2.40% 2.33% 2.42% 2.47% 2.48% 2.45%

30 Year Treasury 2.99% 2.93% 3.00% 3.04% 3.05% 3.06%

Economy

Consumer Price Index

Industrial Production

Capacity Utilization

Housing Starts

Calendar Release Covering

Existing Home Sales Tuesday December

New Home Sales Thursday December

Leading Indicators Thursday December

Durable Goods Orders Friday December

Real GDP-Advance Friday 4th Qtr

Week of January 23, 2017

Sales have been on a steady growth pattern, but higher 

mortgage rates may hold down growth; expect 5.530 M

Following the no change result for November, an increase 

of 0.4% is expected, with construction leading the 

bounce

The three month average has been 575,000, with a 

higher number expected for December at 596,000

Wide swings in the prior two months at 4.8% in Oct and -

4.6% in Nov, and +2.8% expected for December

January 23, 2017

WEEKLY HIGHLIGHT

Economic growth for the fourth quarter will 

be estimated this week, but the number will 

be revised

REAL GDP-ADVANCE 

(click to enlarge)

MONDAY MUSING

I watched the inaugural events with real 

interest.  I wondered what President Trump 

was thinking while the prayers were offered 

or the choir sang.  In the interest to 

transparency, the President let us know what 

he was thinking.  He was actually counting 

the size of the crowd.  Who knew he was a 

speed counter?

Week of January 15, 2017

Energy prices moved higher, contributing to the higher 

monthly number and taking YoY change up to 2.1%
0.3%

The first report on fourth quarter economic growth is 

expected to be very low at 2.2%, as compared to 3.5% for 

the 3rd Qtr

0.8%
The surge in utility output with a colder month was the 

primary driver, but manufacturing did grow by 0.2%

75.5%
The operating rate remains low, which keeps inflation 

pressures from building due to supply constraints

1.226 Million
The monthly results have been very volatile, with the 

December data up a huge 11.3%, but permits were down
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Commentary
The first look at fourth quarter economic activity will be released this Friday with the advance report for Real GDP.  The consensus forecast is looking 

for 2.2%, well below the 3.5% growth of the third quarter.  The drag is expected to come from a much larger trade deficit, with the strong dollar and 

slow growth in foreign markets being the biggest factors.  There is also an expectation consumer final demand growth will be well below the 3.0% 

growth of the third quarter and 4.4% growth in the second quarter.  There is little debate consumer final demand did slow in November, but there are 

strong indications it rebounded in December.  The December data has not as of yet been released and it will be estimated for the advance report.  

The weak November plays a large role in the estimate for December.  

Our forecast calls for 2.9% for the fourth quarter when all the data is complete.  We are looking for large upward revisions of the advance report.  We 

do expect an increase in inventory build in the fourth quarter and a positive result for business fixed investment, both of which would represent a 

reversal of the prior two quarters.  The advance report will have an impact on financial markets.  The most important element in the report will be 

the inflation data.  It is expected the GDP price index will be reported as having moved above 2.0% after little change over the last three years.  The 

increase in inflation is due to rising energy prices.  This was confirmed with the monthly release of both the PPI and the CPI.  Rising inflation 

expectations has been the driving factor in the rise in intermediate and long-term market interest rates.  Rising inflation risk is also a factor in the 

Fed's decision to raise managed rates in December and increase guidence for further rate increases in 2017.  

The housing data is also being released this week.  The housing sector has experienced steady growth over the past year, even as monthly data has 

been very volatile.  We are expecting the housing sector to be a major contributor to better overall growth this year.  The barrier to better growth in 

existing home sales has been lack of inventory of homes for sale in many price brackets.  This lack of inventory should drive housing construction to 

higher levels this year.  The rise in mortgage rates will dampen activity until consumers adjust to the higher rates.  The biggest factor will be growth 

in market values.  If market prices of homes are rising, then buyers will be active even with higher financing costs since waiting to buy will offset any 

increase in mortgage rates.  The key to Real GDP growth improving to above 3% in 2017 continues to be consumer spending.  With solid job growth 

and high levels of consumer confidence, we are expecting consumers to grow spending at a much better rate then the past three years.
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