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Markets 9-May 10-May 11-May 12-May 13-May YTD% 31-Dec-15

DJIA 17,705.91 17,928.35 17,711.12 17,720.50 17,535.32 0.63% 17,425.03

S&P 500 2,058.69 2,084.39 2,064.46 2,064.11 2,046.61 0.13% 2,043.94

NASDAQ 4,750.21 4,809.88 4,760.69 4,737.33 4,717.68 -5.79% 5,007.41

SNL Bank Index 392.91 399.35 396.93 395.77 389.70 -9.68% 431.48

Fed Funds Rate 0.37% 0.37% 0.37% 0.37% 0.37% 0.35%

1 Month LIBOR N/A 0.44% 0.43% 0.43% 0.43% 0.43%

3 Month LIBOR N/A 0.63% 0.63% 0.63% 0.63% 0.61%

3 Month T-Bill 0.24% 0.24% 0.26% 0.27% 0.29% 0.16%

1 Year Treasury 0.51% 0.52% 0.53% 0.54% 0.55% 0.65%

2 Year Treasury 0.72% 0.72% 0.74% 0.76% 0.76% 1.06%

3 Year Treasury 0.86% 0.88% 0.87% 0.92% 0.91% 1.31%

5 Year Treasury 1.20% 1.20% 1.20% 1.24% 1.22% 1.76%

10 Year Treasury 1.77% 1.77% 1.73% 1.75% 1.71% 2.27%

30 Year Treasury 2.61% 2.61% 2.58% 2.60% 2.55% 3.01%

Economy

JOLTS Index

Retail Sales

Producer Price Index

Calendar Release Covering

Consumer Price Index Tuesday April

Housing Starts Tuesday April

Industrial Production Tuesday April

Capacity Utilization Tuesday April

Leading Indicators Thursday April

Existing Home Sales Friday April
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WEEKLY HIGHLIGHT

The data from last week and expected this 

week does get the second quarter off to a 

solid start

HOUSING STARTS

(click to enlarge)

MONDAY MUSING

I saw an article in the newspaper this week 

about the melting ice cap at the north pole.  

The writer lamented the fact that if this 

keeps up, the only place we will able to see 

a polar bear will be in the zoo.  I was 

wondering how that is any different than it is 

now.  The writer also forgot we will be able 

to rename some cities when everything has 

melted.  How about Atlantis City, New 

Jersey or Sail'Em, Massachusetts.  Just don't 

buy a condo in Florida on the first floor.

0.2%
The increase was below expectations, with no spike due 

to rising oil prices evident

Week of May 16, 2016

Only modest increase of 0.3% is expected, which does not 

raise inflation risks going forward

At 5.370k, the sale of existing homes is being held down 

by the lack of inventory in many price ranges

The housing market continues to expand, with forecasts 

of 1.125 million for the month

After weakness in the first quarter, output is expected to 

be up 0.5% following the -0.6% report for March

The operating rate continues to be well below 

inflationary levels, with 75.1% expected, up from 74.8% 

in March

Another strong rebound is the consensus forecast at 

+0.5%, providing some evidence of better growth this 

year

Week of May 9, 2016

Strong gain to record level since index was first issued in 

2000, meaning job growth should remain strong
5.757 Million

1.3%

Well above consensus forecasts with strength across all 

sectors, indicating a very strong start to second quarter 

growth
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Commentary
Finally a positive surprise: retail sales for April were reported as having increased by 1.3%, well above consensus forecasts.  The strength was across 

all sectors and not just a function of strong auto sales.  This is the first encouraging data to support the basis of our forecast for overall Real GDP 

growth.  Consumer final demand must improve at a much better pace than has been the case in the last two quarters in order to reach our 

expectation.  The April data does get the second quarter off to a strong start.  However, it is just one month of data.  This kind of strength must 

continue for at least three months in order to convince the Fed they can raise short-term rates and not run the risk of causing the economy to stall.  

The housing data due out this week is another important component of our forecast, since demand growth must offset the weakness in business fixed 

investment.  The other encouraging news was the jump in the JOLTS index reported last week.  It matched the highest level ever reported at the end 

of March, at more than 5.8 million.  This indicates the slower job growth reported for April was temporary.  The large number of unfilled jobs means 

jobs should grow at something closer to the monthly average of 215,000 rather than the 160,000 reported for April.  Industrial production is forecast 

to have rebounded in April, which might lead to an improvement in fixed investment going forward.  

On balance, the data released last week and the stronger data expected this week, does provide evidence the economy is going to grow much faster in 

the second quarter than the last two quarters.  Investors did not view this as a certainty, with little movement in market interest rates or equity 

prices.  Investors and the Fed need more than one month of better data to begin to price in higher inflation or higher short-term interest rates.  The 

May data due out in June must confirm the rebound that is being reported for April.  Even the rebound in commodity prices, including oil, which has 

been experienced in the last two months has not produced any alarming increase in the inflation data.  The decline in the dollar experienced in the 

last two months will have a positive impact on the trade deficit, reducing it's drag on growth.  We are encouraged by the better data, but this needs 

to be the beginning of a trend and not just a one month bounce.
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