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December 16, 2016

MARKET COMMENTARY
BY SCOTT J. BROWN, PH.D., CHIEF ECONOMIST
As expected, the Federal Open Market Committee raised the federal funds target range
by 25 basis points, to 0.50-0.75%, citing realized and expected improvement in job
market conditions. The Fed’s Board of Governors approved a 25-bp increase in the
discount rate, to 1.25%. For a change, some of the dots in the dot plot (officials’
forecasts of the appropriate year-end federal funds target rate) edged higher. The
median forecast for 2017 rate increases rose to three (from two in September), spooking
the bond market and sending the dollar higher. However, the dot plot is a set of
expectations, not a plan. There is considerable uncertainty surrounding each doubt and
not every official (the dots) votes on policy. In her post-FOMC press conference, Chair
Yellen suggested that, with the degree of labor market slack diminished, “fiscal policy is
obviously not needed to provide stimulus to help us get back to full employment.”
The economic data were mixed, but generally on the low side of expectations. Retail
sales, industrial production and residential construction numbers for November were all
a little softer than anticipated (but not horrible). Small business optimism, homebuilder
sentiment, and the two major region Fed factory-sector surveys all jumped, apparently
reflecting post-election optimism that a rollback in regulation, increased infrastructure
spending and lower taxes will spur growth.
Next week, the important economic data arrives on Thursday. We’ll get another look
backward on third quarter GDP growth (seen slightly higher than in the previous
estimate). Personal spending and durable goods shipments will help fill in the picture of
4Q16 GDP growth. However, investors are already focused on 2017.

Indices
Last

Last Week

YTD return %

DJIA

19852.24

19191.93

13.93%

NASDAQ

5456.86

5251.11

8.98%

S&P 500

2262.03

2191.08

10.67%

MSCI EAFE

1664.36

1630.99

-3.02%

Russell 2000

1366.41

1313.80

20.29%
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Consumer Money Rates
Last

1 year ago

Prime Rate

3.75

3.25

Fed Funds

0.66

0.15

30-year mortgage

4.38

3.97

Currencies
Last

1 year ago

Dollars per British Pound

1.242

1.500

Dollars per Euro

1.041

1.091

Japanese Yen per Dollar

118.18

122.21

Canadian Dollars per Dollar

1.334

1.378

Mexican Peso per Dollar

20.333

16.983

Commodities
Last

1 year ago

Crude Oil

50.90

35.52

Gold

1129.80

1076.80

Bond Rates
Last

1 month ago

2-year treasury

1.26

1.02

10-year treasury

2.57

2.27

10-year municipal (TEY)

3.83

3.42

Treasury Yield Curve – 12/16/2016
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As of close of business 12/15/2016

S&P Sector Performance (YTD) – 12/16/2016

As of close of business 12/15/2016

Economic Calendar
—

Electoral College Votes

—

Yellen speaks (“the job market”)

December 21

—

Existing Home Sales (November)

December 22

—

Durable Goods Orders (November)

—

Real GDP (3Q16, 3rd estimate)

December 19
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—

Personal Income and Spending (November)

—

Leading Economic Indicators (November)

—

New Home Sales (November)

—

UM Consumer Sentiment Index (December)

December 26

—

Christmas Holiday (markets closed)

December 27

—

Consumer Confidence (December)

January 2

—

New Year’s Holiday (markets closed)

January 3

—

ISM Manufacturing Index (December)

January 4

—

FOMC Minutes (December 13-14)

January 5

—

ISM Non-Manufacturing Index (December)

January 6

—

Employment Report (December)

January 16

—

MLK Jr. Holiday (markets closed)

January 20

—

Inauguration Day

January 27

—

Real GDP (4Q16, advance estimate)

February 1

—

FOMC Policy Decision (no press conference)

March 15

—

FOMC Policy Decision (Yellen press conference)

December 23
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Past performance is not a guarantee of future results. There are special risks involved with global investing
related to market and currency fluctuations, economic and political instability, and different financial
accounting standards. There is no assurance that any trends mentioned will continue in the future. While
interest on municipal bonds is generally exempt from federal income tax, it may be subject to the federal
alternative minimum tax, state or local taxes. In addition, certain municipal bonds (such as Build America
Bonds) are issued without a federal tax exemption, which subjects the related interest income to federal
income tax. Also municipal bonds may be subject to capital gains taxes if sold or redeemed at a profit.
Investing involves risk and investors may incur a profit or a loss.
US government bonds and treasury bills are guaranteed by the US government and, if held to maturity,
offer a fixed rate of return and guaranteed principal value. US government bonds are issued and
guaranteed as to the timely payment of principal and interest by the federal government. Treasury bills are
certificates reflecting short-term (less than one year) obligations of the US government.
Commodities trading is generally considered speculative because of the significant potential for investment
loss. Markets for commodities are likely to be volatile and there may be sharp price fluctuations even
during periods when prices overall are rising. Specific sector investing can be subject to different and
greater risks than more diversified investments.
Tax Equiv Muni yields (TEY) assumes a 35% tax rate. Municipal securities may lose their tax-exempt
status if certain legal requirements are not met, or if tax laws change.
Material prepared by Raymond James for use by its financial advisors. All expressions of opinion reflect
the judgment of the Research Department of Raymond James & Associates, Inc. and are subject to
change. There is no assurance any of the forecasts mentioned will occur. Investing involves risks including
the possible loss of capital.
Data source: Bloomberg, as of close of business December 16, 2016.

John McRae
Branch Manager
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512 22nd Avenue // Meridian, MS 39302 // 601-484-5273
john.mcrae@raymondjames.com

If you would prefer not to receive this newsletter, please e-mail our office.
The information contained within this commercial email has been obtained from sources considered
reliable, but we do not guarantee that the foregoing material is accurate or complete.
©2016 Raymond James Financial Services, Inc., member FINRA / SIPC. Securities offered through
Raymond James Financial Services, Inc., member FINRA / SIPC, and are not insured by any financial
institution insurance, the FDIC/NCUA or any other government agency, are not deposits or obligations of
the financial institution, are not guaranteed by the financial institution, and are subject to risks, including
the possible loss of principal. Raymond James is not affiliated with the financial institution or the
investment center.

http://www.raymondjames.com/newsletters/weekly_market_snapshot/email.asp?id=f41x5

12/16/2016

