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Markets 30-May 31-May 1-Jun 2-Jun 3-Jun YTD% 31-Dec-15

DJIA N / A 17,787.20 17,789.67 17,838.56 17,807.06 2.19% 17,425.03

S&P 500 N / A 2,096.96 2,099.33 2,105.26 2,099.13 2.70% 2,043.94

NASDAQ N / A 4,948.05 4,952.25 4,971.36 4,942.52 -1.30% 5,007.41

SNL Bank Index N / A 415.38 417.33 418.39 409.52 -5.09% 431.48

Fed Funds Rate N / A 0.29% 0.37% 0.37% 0.37% 0.35%

1 Month LIBOR N / A 0.47% 0.47% 0.46% 0.46% 0.43%

3 Month LIBOR N / A 0.69% 0.68% 0.68% 0.68% 0.61%

3 Month T-Bill 0.32% 0.34% 0.30% 0.29% 0.30% 0.16%

1 Year Treasury 0.68% 0.68% 0.70% 0.68% 0.60% 0.65%

2 Year Treasury 0.90% 0.87% 0.91% 0.89% 0.78% 1.06%

3 Year Treasury 1.06% 1.03% 1.07% 1.03% 0.92% 1.31%

5 Year Treasury 1.39% 1.37% 1.39% 1.36% 1.23% 1.76%

10 Year Treasury 1.85% 1.84% 1.85% 1.81% 1.71% 2.27%

30 Year Treasury 2.65% 2.64% 2.63% 2.58% 2.52% 3.01%
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0.2%
While job growth has slowed, wage rates are increasing 

at a faster pace than the average of the past year

-$37.4 Billion
Well below expectations, and the average of the past 

year with exports up 1.5% for the month

1.0%
A huge surge in spending in April, which leads to upward 

revisions to second quarter economic growth

0.2%

Still a muted level of inflation, keeping the year-over-

year increase at 1.6%, which is below the Fed's target of 

2%

92.6%
Down from 94.7, with expectations calling for an 

increase with concerns about jobs the biggest reason

17.5 million
This May data indicates consumer spending continued to 

grow at a strong pace following April surge

51.3
Up from 50.8 in April, indicating a slow, but consistent 

improvement in manufacturing in the next year

4.7%
Big drop from 5% due to a drop of 484,000 in the 

workforce, according to the household survey

38,000
A very disappointing number, and prior two months were 

revised downward by 59,000

Week of May 30, 2016

All Markets ClosedMonday

0.4%
Income growth continues at a healthy pace, providing 

the fuel for growth in consumption

Week of June 6, 2016

After a huge increase in March driven by credit card 

balances, growth in April is expected to be $18.2 billion

The unfilled job openings index jumped to a post 

recession high of 5.757 million in March, and is expected 

to be unchanged

CONSUMER CREDIT

(click to enlarge)

MONDAY MUSING

I was approached last week by a guy in 

pretty bad shape.  He told me he was 

homeless and asked if I could give him $10 

for a meal.  I told him I would give him the 

money if he promised to use it for beer.  He 

told me he could not do that since he had 

been told drinking any beer would lead to his 

liver failing.  He has not had anything to 

drink in over a year.  I told him I would give 

him the money if he promised to use for 

green fees for a round of golf.  He said there 

was no way he's going to play golf since it 

been twenty years since he had played.  I 

asked him to come home with me and my 

wife would make him a homecooked dinner.  

I wanted my wife to see what happens to 

people who give up drinking and playing golf.

June 6, 2016

WEEKLY HIGHLIGHT

The strange labor market report from last 

Friday means the Fed is on hold for now
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Commentary
A strange labor market report for May has caused many to change their expectation for a Fed increase in managed rates in two weeks.  The shock 

was the nonfarm payrolls data.  This data is collected from employers reporting the number of workers they have each month.  This survey has always 

been weighted towards large companies, even as most jobs being created are in small businesses.  Only 38,000 in growth was reported for May, which 

is well below the better than 200,000 monthly average of the last 15 months.  The data from March and April was revised down by 59,000, resulting in 

a three month average of just over 100,000.  This report raises the possibility of a significant slow down in the labor market.  The unemployment 

dropped from 5.0% to 4.7%, due to a large decline in the size of the workforce.  This data is computed using household telephone survey's conducted 

for the Labor Department.  Finally, average hourly earnings did grow by 0.2% after jumping by 0.4% in April.  The jobs data is not consistent with other 

measures of the labor market such as the ADP index or the JOLTS data.  These data points reflect a much stronger labor market condition than 

Friday's Labor Department report. 

The other data released last week confirmed the solid start to the second quarter that has been reported in other data.  Personal spending was up a 

strong 1.0%, after a 1.3% growth in retail sales.  Personal income continues to expand at a better rate than the last three years.  The housing data 

and auto sales data was strong.  The ISM index moved above 51, providing some indication manufacturing will improve in the next nine months.  

Consumer confidence did drop, but is at a solid level with the outlook for the job market the reason for the decline.  The Fed has always maintained 

they are data dependent in making decisions about normalizing monetary policy.  Even if the employment data from Friday has some unexplained 

internal data, the overall impact will probably keep the Fed on the sidelines at their FOMC meeting on June 14-15.  The inflation data does not create 

a need to move in the face of the labor market report.  The Fed will need some indication the data from April and May do not represent a long-term 

reversal of strong labor market data.  We have moved our forecast out to July for the next increase in managed rates by the Fed.  We continue to look 

for three Fed moves this year.
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