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Market Commentary
by Scott J. Brown, Ph.D., Chief Economist
As expected, the holiday contributed to thin market conditions. The economic data reports were mixed, but the
June Employment Report was right in the stock market’s wheelhouse – good enough to dispel fears of a
weakening economy, but not strong enough to force the Fed to be more aggressive in raising short-term interest
rates.
Nonfarm payrolls rose by 222,000 in June (median forecast: +175,000), with a net upward revision of 46,000 to
April and May. Private-sector payrolls advanced by 187,000, leaving the 2Q17 average at +180,000 (vs.
+162,000 in 1Q17 and +170,000 for all of 2016). Unadjusted, the economy added 4.115 million jobs between
January and June, vs. 4.094 million over the same period a year ago. The unemployment rate edged up to 4.4%
(essentially unchanged). Average hourly earnings rose 0.2%, with a slight downward revision to May, leaving the
year-over-year pace at 2.5% (good, but not great). The ISM surveys were stronger than anticipated. Unit auto
sales continued to trend lower.
The minutes of the June 13 – 14 monetary policy meeting and the Fed’s semiannual Monetary Report to
Congress both reinforced the view that the Fed will continue to raise short-term interest rates gradually and that
the unwinding of the balance will start later this year – “provided that the economy evolves broadly as anticipated.”
The Fed chair’s semiannual monetary policy testimony to Congress, which is next week, is always a big deal for
the financial markets, but has become less critical (as the central bank has become more open in its
communications with the public). We’re unlikely to learn much that we don’t already know. Three important
economic reports will arrive on Friday. Lower gasoline prices should keep the Consumer Price Index in check,
while core inflation is expected to be mild. Retail sales should post a lackluster increase for June, but watch for
possible revisions. Industrial production is likely to have risen modestly at best (aggregate hours were reported

as flat).

Indices
Last

Last Week

YTD return %

DJIA

21320.04

21287.03

7.88%

NASDAQ

6089.47

6144.35

13.12%

S&P 500

2409.75

2419.70

7.63%

MSCI EAFE

1882.57

1895.75

11.79%

Russell 2000

1400.82

1416.20

3.22%

Consumer Money Rates
Last

1 year ago

Prime Rate

4.25

3.50

Fed Funds

1.16

0.40

30-year mortgage

4.13

3.66

Currencies
Last

1 year ago

Dollars per British Pound

1.297

1.291

Dollars per Euro

1.142

1.106

Japanese Yen per Dollar

113.22

100.77

Canadian Dollars per Dollar

1.298

1.300

Mexican Peso per Dollar

18.258

18.828

Commodities
Last

1 year ago

Crude Oil

45.52

45.14

Gold

1223.30

1362.10

Bond Rates
Last

1 month ago

2-year treasury

1.39

1.34

10-year treasury

2.38

2.21

10-year municipal (TEY)

3.09

2.83

Treasury Yield Curve – 07/07/2017

As of close of business 07/06/2017

S&P Sector Performance (YTD) – 07/07/2017

As of close of business 07/06/2017

Economic Calendar
July 11

—

Small Business Optimism Index (June)

July 12

—

Yellen Monetary Policy Testimony (House)

—

Fed Beige Book

—

Jobless Claims (week ending July 8)

—

Producer Price Index (June)

—

Yellen Monetary Policy Testimony (Senate)

—

Consumer Price Index (June)

—

Retail Sales (June)

—

Industrial Production (June)

July 13

July 14

—

UM Consumer Sentiment (mid-July)

July 19

—

Building Permits, Housing Starts (June)

July 26

—

FOMC Policy Decision (no Yellen press conference)

July 28

—

Real GDP (2Q17 advance estimate + benchmark revisions)

August 4

—

Employment Report (July)

September 20

—

FOMC Policy Decision (Yellen press conference)
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