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Markets 3-Oct 4-Oct 5-Oct 6-Oct 7-Oct YTD% 31-Dec-15

DJIA 18,253.85 18,168.45 18,281.03 18,268.50 18,240.49 4.68% 17,425.03

S&P 500 2,161.20 2,150.49 2,159.73 2,160.77 2,153.74 5.37% 2,043.94

NASDAQ 5,300.87 5,289.66 5,316.02 5,306.85 5,292.41 5.69% 5,007.41

SNL Bank Index 411.64 414.65 422.56 423.86 423.83 -1.77% 431.48

Fed Funds Rate 0.40% 0.40% 0.40% 0.40% 0.40% 0.35%

1 Month LIBOR 0.53% 0.53% 0.53% 0.53% 0.53% 0.43%

3 Month LIBOR 0.86% 0.86% 0.87% 0.87% 0.88% 0.61%

3 Month T-Bill 0.32% 0.33% 0.32% 0.33% 0.33% 0.16%

1 Year Treasury 0.63% 0.64% 0.65% 0.65% 0.66% 0.65%

2 Year Treasury 0.80% 0.82% 0.85% 0.86% 0.83% 1.06%

3 Year Treasury 0.91% 0.95% 0.98% 1.00% 0.99% 1.31%

5 Year Treasury 1.18% 1.22% 1.26% 1.28% 1.26% 1.76%

10 Year Treasury 1.63% 1.69% 1.72% 1.75% 1.73% 2.27%

30 Year Treasury 2.34% 2.40% 2.44% 2.46% 2.46% 3.01%
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Calendar Release Covering

JOLTS Wednesday August

Producer Price Index Friday September

Retail Sales Friday September

Week of October 10, 2016

The job openings data have been at record highs, 

indicating additional job growth going forward

After no change in August, wholesale prices are expected 

to be up 0.2% for the month taking YOY growth to 1.0%

The strong auto sales data should drive total sales up by 

a strong 0.6%, following the decline of 0.3% in August

October 10, 2016

WEEKLY HIGHLIGHT

Labor market data for September was strong 

enough to keep December in play for a Fed 

move

Week of October 3, 2016

A strong 4.7% rebound in car sales means a solid end to 

the third quarter for consumer final demand
17.8 Million

51.5
After dipping  below the breakeven point of 50, 

manufacturing rebounded to a strong level in September

RETAIL SALES

(click to enlarge)

MONDAY MUSING

I was talking to someone last week about 

what they did on vacation this summer.  He 

told me his family went camping.  He asked 

me if I had ever been camping.  I told him I 

had gone once, but never again.  He wanted 

to know why.  I told him the first night my 

wife woke me up at 3:30 in the morning and 

asked to look up and tell her what I saw.  I 

said a sky filled with bright beautiful stars.  

She asked what that meant.  I told her that I 

realized we are a small and insignificant part 

of the universe.  I asked her what they 

meant to her.  She said it meant someone 

had stolen our tent.  That was enough 

camping for me.

0.2%
Growth in wages over the last year has been 2.6%, which 

is level over the last three months

-$40.7 Billion

The deficit widened from -$39.5B, but there was some 

strength in the components when excluding the shift in 

aircraft exports

$25.9 Billion

A huge jump in in total credit, with revolving credit up 

$5.6 bilion, signaling consumers willingness to borrow 

and spend

5.0%
The rate increased as more people returned to the 

workforce looking for a job than the solid growth in jobs

156,000
A solid increase in jobs, which keeps the pressure on an 

already tight labor market
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Commentary
The last three months of jobs data has been highly volatile.  On the surface it would appear job growth is slowing.  June was a month with 271,000 

growth in nonfarm payrolls, with each month thereafter lower than the prior month.  September was a month of 156,000 growth in jobs.  However, 

the labor market is stronger than this data series would suggest.  The average growth in jobs for the third quarter is higher than the second quarter 

and was equal to the first quarter.  The unemployment rate increased to 5.0% from 4.9%, due to the number of people coming back into the labor 

force being greater than the growth in jobs.  This would indicate we are much closer to full employment and much tighter labor market conditions.  

The growth in the labor force will slow as we absorb those who are willing and want to work.  The JOLTS data due out this week is expected to be at 

record highs, which will lead to further job growth in the coming months.  This month's labor data is still solid, but not enough to cause the Fed to act 

on interest rates in November.  

We do expect the Fed to raise managed rates at their December FOMC meeting.  We base this on continued strong consumer final demand and a 

rebound in inventory growth and business fixed investment beginning in the third quarter.  Growth of Real GDP of better than 3% in the third quarter 

should be strong enough to allow the Fed to move without the fear of causing the economy to slip into recession.  The data due out this week is 

expected to confirm these expectations.  Retail sales are expected to be reported as having increased by more than 0.5% for the month, after the 

0.3% drop reported for August.  The ISM index reported last week reflected an improved manufacturing sector in the second quarter of this year.  Auto 

sales were strong in September and consumer credit grew by more than $25 billion in August, with credit card balances growing by more than $5 

billion.  Consumer confidence is at post recession highs, as job prospects drive a willingness by consumers to increase final demand.  

We do believe this environment will be putting upward pressure on inflation as labor costs are passed on in retail prices.  Any increase in inflation 

would cause an immediate response in the bond market since there is no inflation risk priced in current market rates.  The 15 basis point increase in 

market rates in the last week is the beginning of the process of market rates beginning to price in some increase in inflation.  The curve did steepen in 

the last two weeks and we expect it to move higher before the Fed moves in December.
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