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www.fixedincomegroup.com/resources/market 
 

Thursday September 22, 2016 

 

 Initial Claims (EXP 261k v. 260k) 0830 HRS EST 

 Continuing Claims (EXP 2140k v. 2143k) 0830 HRS EST 

 Existing Home Sales (EXP 5.45m v. 5.39m) 1000 HRS EST 

 Existing Home Sales m/m (EXP 1.1% v. -3.2%) 100 HRS EST 

 Leading Index of Economic Indicators (EXP 0.0 v. 0.4) 0830 HRS EST 

 5-year TIPS ($14b) 

 10-year TIPS ($13b) 

 Atlanta Fed President Lockhart (non-voter) with welcoming remarks at the Atlanta 

Fed Conference @ 1300 HRS EST 

 

THEY SAID IT 

 
"The BoJ's September 21 decision to move to a framework of 10-year yield targeting marks the 

beginning of the end of QE (the focus on asset purchase size and balance sheet size as primary 

instruments of monetary policy), with notable read-through to other central banks," the 

economists, led by Willem Buiter, said in a new research note on Thursday morning. 

http://www.cnbc.com/2016/09/22/citi-declares-the-end-of-qe-as-japan-overhauls-its-policy.html  

BOJ Governor Haruhiko Kuroda and his team have radically altered that policy. The bank 

implied that it was moving away from balance sheet expansion and would buy 10-year Japanese 

sovereign bonds so that the yield would hover around the zero percent level. This would amount 

to a shift towards asset price targeting, seen as a better and more sustainable way to facilitate its 

buying, rather than simply having the explicit target of increasing the amount of money it prints. 

This decision was mostly based on a realization there was a shortage of assets to buy and there 

were undesirable financial stability side effects, according to Citi. The economists added that it 

does not signify a desire to reduce accommodation or even acknowledges that monetary policy is 

becoming increasingly ineffective 

The Missile 

 

 

 

                                                  

http://www.fixedincomegroup.com/resources/market
http://www.cnbc.com/2016/09/22/citi-declares-the-end-of-qe-as-japan-overhauls-its-policy.html
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"The committee judges that the case for an increase in the federal funds rate has 

strengthened but decided, for the time being, to wait for further evidence of continued 

progress toward its objectives," the statement said. 
http://www.cnbc.com/2016/09/21/fed-leaves-rates-unchanged-in-september-meeting.html  

Three members from the hawkish Fed bloc — Esther George, Loretta Mester and Eric 

Rosengren — dissented from the statement, an unusual split considering Chair Janet Yellen's 

adeptness at keeping the committee united. It was the most "no" votes since the December 2014 

meeting. 

Indeed, the so-called dot plot that shows individual members' expectations indicated notably 

wider dispersion than the June meeting. While most Fed officials foresee a gradual increase of 

rates, one member expected the rate to be little changed from the 0.65 percent level all the way 

through 2019. Another member, meanwhile, put the rate expectation at 3.75 percent by 2019, 

more than a percentage point above the consensus. 

 

"I'm choked with emotion and hardly able to speak," the portfolio manager at Janus 

Capital Management said in an interview with CNBC's "Power Lunch." 

"After hawkish talk at Jackson Hole from [Fed Chair] Yellen and [Vice Chair] Stan 

Fischer, who even said there'd be two hikes in 2016, they've chosen to defer once more a 

necessary hike to normalize short-term interest rates and provide savers, in my view, with 

at least a bit of thin gruel to work with to provide for education, retirement and health-care 

needs." 
http://www.cnbc.com/2016/09/21/bill-gross-im-hardly-able-to-speak-after-fed-decision.html  

All that said, Gross noted the Fed is in uncharted territory now. While it had been model 

dependent, that isn't working well now and it has become more subjective, he said. 

"So they call it data dependent. I think its more market dependent. In any case, they're in a 

pickle," Gross said. 

 

"There was a misguided focus on scarcity in the supply side from the early 2000s," said 

David Fyfe, head of research at oil and commodity trading firm Gunvor. 

"As an industry, they were complacent. They thought because cost was high, prices will 

remain high ... (but) then there was the advent of shale. Since that period, there is a 

realization that there is no scarcity of oil." 
http://www.reuters.com/article/us-asia-oil-glut-idUSKCN11R2YI  

Some 15 km (9 miles) from the bustling port of Singapore,a rusting tanker as big as the world's 

largest aircraft carriers lies idle in a muddy estuary flanked by mangrove trees on the coast of 

southern Malaysia. 

The 340-metre (1,115 ft) "FPSO Opportunity", a hulking so-called Floating Production, Storage 

and Offloading (FPSO) vessel capable of drilling for oil in deep waters, is currently surplus to 

requirements along with scores of other rigs, tankers and support vessels in an era of cheap oil. 

The fleet of mothballed giant vessels anchored around Southeast Asian waters is the physical 

fallout of an oil downturn heading into its third year, and a stark reminder of how badly the 

industry miscalculated market conditions. 

The growing number of vessels anchored in the Johor river estuary is changing the landscape for 

the locals. 

"I've been coming here to fish every day for 10 years, and never have there been more ships 

parked," said an angler named Aiman, sitting on an unused pipeline lying on the beach. 

http://www.cnbc.com/2016/09/21/fed-leaves-rates-unchanged-in-september-meeting.html
http://www.cnbc.com/2016/09/21/bill-gross-im-hardly-able-to-speak-after-fed-decision.html
http://www.reuters.com/article/us-asia-oil-glut-idUSKCN11R2YI
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The tragedy in Syria is primarily the fault of Assad. But Obama's failure to challenge 

Assad and his Russian and Iranian supporters has extended the war that has forced so 

many Syrians to flee their country. It's easy to tweet the truism that these refugees are 

people, not Skittles. It's much harder to come to terms with the role Obama's inaction has 

played in upending those people's lives. 
https://www.bloomberg.com/view/articles/2016-09-22/obama-lectures-on-syria-a-crisis-he-

exacerbated  

While Democrats signaled their collective virtue by denouncing a tweet from Donald Trump Jr. 

that compared Syrian refugees to Skittles, Obama lectured foreign ministers and heads of state 

this week on the same topic. "And just as failure to act in the past, for example, by turning away 

Jews fleeing Nazi Germany, is a stain on our collective conscience," Obama said, "I believe 

history will judge us harshly if we do not rise to this moment." 

Obama went on to state something obvious: "We must recognize that refugees are a symptom of 

larger failures -- be it war, ethnic tensions, or persecution." But then he said something bizarre: 

"If we truly want to address the crisis, wars like the savagery in Syria must be brought to an end, 

and it will be brought to an end through political settlement and diplomacy, and not simply by 

bombing."  

   

3-Month Libor Set 0.85672 -.00661 (99.14328)    EDZ6 99-07.0 

 

Federal Reserve Target Fed Fund Rate Projections 

Year Ending   2016    2017    2018  Longer 

Rate    0.75  1.45  2.35  2.90 
 

Federal Reserve Projections 

http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20160921.pdf 

 

Implied Probability of Fed Rate Movement (Futures) 

 
 

https://www.bloomberg.com/view/articles/2016-09-22/obama-lectures-on-syria-a-crisis-he-exacerbated
https://www.bloomberg.com/view/articles/2016-09-22/obama-lectures-on-syria-a-crisis-he-exacerbated
http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20160921.pdf
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Handy Links 
 

Association of American Railroads Weekly Rail Traffic Report 

Total carloads for the week ending September 17 were 270,336 carloads, down 5.3 percent 

compared with the same week in 2015, while U.S. weekly intermodal volume was 267,568 

containers and trailers, down 4.9 percent compared to 2015. 

Three of the 10 carload commodity groups posted an increase compared with the same week in 

2015. They were miscellaneous carloads, up 21.2 percent to 11,104 carloads; farm products excl. 

grain, and food, up 4.9 percent to 16,544 carloads; and chemicals, up 1 percent to 30,723 

carloads. Commodity groups that posted decreases compared with the same week in 2015 

included petroleum and petroleum products, down 17.4 percent to 11,633 carloads; forest 

products, down 13 percent to 10,013 carloads; and coal, down 12.5 percent to 90,369 carloads. 

https://www.aar.org/newsandevents/Press-Releases/Pages/2016-09-21-railtraffic.aspx  

Weekly Rail Traffic Charts 

For the first 37 weeks of 2016, U.S. railroads reported cumulative volume of 9,191,535 carloads, 

down 10.8 percent from the same point last year; and 9,540,513 intermodal units, down 3.2 

percent from last year. Total combined U.S. traffic for the first 37 weeks of 2016 was 18,732,048 

carloads and intermodal units, a decrease of 7.1 percent compared to last year. 

https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-09-21-

railtraffic.pdf  

 

Monthly Rail Traffic Charts 

https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx 

 

Baker Hughes Summary Rig Count 9/16/16 

Area Last Count 
Coun

t 

Chang

e from 

Prior 

Count 

Date of 

Prior 

Count 

Chang

e from 

Last 

Year 

Date of 

Last 

Year's 

Count 

U.S. 
16 September 

2016 
506 -2 

9 

Septembe

r 2016 

-336 

18 

Septembe

r 2015 

Canada 
16 September 

2016 
132 -2 

9 

Septembe

r 2016 

-50 

18 

Septembe

r 2015 

Internation

al 
August 2016 937 -1 July 2016 -200 

August 

2015 

http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview   

 

 

 

https://www.aar.org/newsandevents/Press-Releases/Pages/2016-09-21-railtraffic.aspx
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-09-21-railtraffic.pdf
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-09-21-railtraffic.pdf
https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx
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ATLANTA FED GPDNow September 20, 2016 

The GDPNow model forecast for real GDP growth (seasonally adjusted annual rate) in the third 

quarter of 2016 is 2.9 percent on September 20, down from 3.0 percent on September 15. The 

forecast of third-quarter real consumer spending growth ticked down from 3.1 percent to 3.0 

percent after last Friday's Consumer Price Index release from the U.S. Bureau of Labor Statistics. 

The forecast of third-quarter real residential investment growth remained at -6.3 percent after this 

morning’s housing starts release from the U.S. Census Bureau. 

 
https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1  
 

FRBNY GDP Nowcast…Latest forecast September 9, 2016 

 

The FRBNY Staff Nowcast stands at 2.8% and 1.7% for 2016:Q3 and 2016:Q4, respectively. 

News from this week’s data releases was small and mixed, having overall a negligible effect on 

the nowcast. 

Lower than expected inventories and higher than expected job openings had a small positive 

effect on the nowcast, while negative news came from ISM nonmanufacturing. 

https://www.newyorkfed.org/research/policy/nowcast  

 

Full report 

https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2016_0

826.pdf?la=en  

 

https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1
https://www.newyorkfed.org/research/policy/nowcast
https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2016_0826.pdf?la=en
https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2016_0826.pdf?la=en
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Bureau of Labor and Statistics 

http://www.bls.gov/news.release/ 

CPI, ECI, Employment, PPI, CPI, Real Earnings and US import/exports 

 

St. Louis Fed Labor Market Conditions Index 

https://research.stlouisfed.org/fred2/series/FRBLMCI 

August 2016: -0.7 Index Points from +1.0 in July.   

 

Labor Department (Weekly Unemployment Claims) 

http://www.doleta.gov/ETA_News_Releases/  

 

US Census Bureau (Manufacturers’ Shipments, Inventories and Orders) 

http://www.census.gov/manufacturing/m3/ 

  

U.S. Energy Information Administration 

http://www.eia.gov/  

 

Institute for Supply Management 

https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm  

 

U.S. Department of Commerce, Bureau of economic analysis  

http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm  

GDP, Personal Income and Outlays, Consumer Spending, Corporate Profits and Fixed 

Assets 
 

CBOT Non-Commercial Net Total – Futures Only  

http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html 

 

St. Louis Fed Agriculture Finance Monitor 2nd quarter  

https://research.stlouisfed.org/publications/ag-finance/2016-08-11//2016-second-quarter.pdf  

According to the latest survey of agricultural bankers in the Eighth Federal Reserve District, 

farm income declined in the second quarter of 2016 relative to a year ago. Respondents feel the 

decrease in farm income is causing reduced farm household and capital spending, as well as 

putting downward pressure on land values and cash rents. Hardest hit has been cash rents for 

ranch or pastureland. Bankers in the survey reported cash rents declined 20.7 percent compared 

with a year ago, which is a significant change from the decline of 2.2 percent in the previous 

survey. Ranch and pastureland values declined 7.4 percent. Quality farm land value declined less 

than 1 percent in this survey compared with 6.4 percent reported in the previous survey. 

However, this represents the fourth consecutive quarter of declining value in that category. 

Agricultural land values are expected to decline in the third quarter, compared with a year 

earlier, according to a majority of agricultural bankers. Proportionately more bankers reported a 

higher demand for loans in the second quarter relative to a year ago, but a majority of bankers 

reported fewer funds are available. A majority of bankers also reported slower loan repayments. 

Results from three special questions asked in the survey indicate that, according to lenders, the 

financial condition of borrowers has deteriorated during the last year and tenant farmers with 

cash-rental arrangements are most exposed to a prolonged downturn in income. Also, more 

http://www.bls.gov/news.release/
https://research.stlouisfed.org/fred2/series/FRBLMCI
http://www.doleta.gov/ETA_News_Releases/
http://www.census.gov/manufacturing/m3/
http://www.eia.gov/
https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm
http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html
https://research.stlouisfed.org/publications/ag-finance/2016-08-11/2016-second-quarter.pdf
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lenders feel there has been an increase in borrowing in their area from federal guaranteed 

programs compared with other sources that were listed in the survey. 

 

EQUITIES  

The S&P is +6 and the NASDAQ is +16. 

Particulars for companies to make money (low interest rates, positive growth 

and some wage inflation) remain in place.  I am dollar cost averaging into a stable 

fund investment (short-term bonds).  

Currently I am 50% Equities, 30% Bonds and 20% Money Markets.  

Earnings: 

 www.moneycentral.msn.com/investor/market/earncalendar 

On Bloomberg type in ACDR <GO> 

 

UK/EUROPE 

In the UK the FTSE is +1.20%.     
In the UK, yields are lower with the yield curve flatter.  

BOE Rate +0.25%. 

Next meeting 11/03/16 

On the European Continent 

The CAC Index is +1.98%.  

The DAX Index is +1.94%. 
On the Continent, yields are lower with the yield curve flatter.  

ECB Main Refinancing Operations Rate +0.00% 

Deposit Facility Rate -.40% 

Next meeting 10/20/16 

 

ASIA 

Japan:  

The TOPIX closed +2.71%.  

The NIKKEI closed +1.91%.  

In Japan yields are mixed with the yield curve slightly steeper. 

BOJ Policy Rate - 0.10% 

BOJ Basic Loan rate 0.30%   

Next meeting 09/21/16 

China: 

The Hang Seng closed +0.38%.  

The Shanghai Composite Index closed +0.54%. 

PBOC  

Deposit Rate: 1.50% 

Lending Rate: 4.35% 

Reserve Requirement Ratio: 17.00% 

http://www.moneycentral.msn.com/investor/market/earncalendar
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THE TREND  

 

EDZ6:  99-06.0 is the pivot. Below the pivot you should be short, above long.  

Support is at 99-06.0* and 99-03.0**. 

Resistance is at 99-09. 0*.  
*Pivot Point is a simple 20-day moving average.  

** 2-STD Deviations from the pivot point.  

Trend that had you short from 99.055 (9/19.16) has rolled over, resulting in a 1 tick 

loss.  Current trend has you long from 99-06.5 (9/20/16). 

 
 

YTD 24.25 futures ticks ($25 per tick) or $606.25 per 1 contract traded. 
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10yr/TYZ6:  130-22.5 is the pivot point. Above you should be long, below short. 

Support is at 130-22.5, 130-00.0** 

Resistance is at 131-12.5** 
*Pivot Point is a simple 20-day moving average. 

** 2-STD Deviations from the pivot point 

 

Trend that had you short from 131-00.5 (9/8/16) has rolled over, resulting in a 

9 tick ($281.25) winner.  New trend has you long from 130-23.5 

 
 

   
 

YTD +199 futures ticks ($31.25 per tick) or +$6,218.75 per 1 contract traded.   
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US-SWAPS 

IRSB <GO> 

 

 

The Option Lab 
 

Nothing currently on. 

 

 

 

Option Book YTD realized:  +$137.50 per 1 contract. 
Previous Trades 

1.The Short June 98.875/99.125/99.250 broken call fly has settled.  This trade took advantage of lower 3-month Libor rates.   

Short June had EDM7 as the underlying contract but expires June 10, 2016.   

At time of purchase (12/24/15) this call structures’ cost was 3.5 ticks ($87.50) per 1 call fly purchased and settled with a value of +487.50 

per contract. Option Trade P&L: Settled 19.5 Net (+$487.50 per 1 contract). 

 2. In an attempt to take advantage of lower TY rates the 

TYU6 133.3/135.5/137 broken call fly (6/29/16) was purchased. Cost was 24/64ths or $375 per 1 call fly purchased (24 x $15.625 x 

1=$375). This option expires on Aug 26th and settled with a value of 0. 
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Fed speak/Economic Releases 
 

Friday September 23, 2016 

 

 Markit US Manufacturing PMI (EXP 52.0 v. 52.0) 0945 HRS EST 

 Fed’s Harker (alternate), Mester (voter) and Lockhart (non-voter) on a panel at the 

Philly Fed Conference at 1200 HRS EST 

 Dallas Fed President Kaplan (alternate) speak in Houston at the Texas Gas and Oil 

Association at 1230 HRS EST 

 

Monday September 26, 2016 

 

 New Home Sales (EXP 595k v. 654k) 1000 HRS EST 

 New Home Sales m/m (-9.0% v. 12.4%) 1000 HRS EST 

 3-month bill auction ($40b) 

 6-month bill auction ($36) 

 2-year note auction ($26b) 

 Dallas Fed President Kaplan (alternate) speaks at the Independent Bankers 

Association at 1330 HRS EST 

 

Tuesday September 27, 2016 

 

 S&P Corelogic 20-City y/y (TBA v. 5.13%) 0900 HRS EST 

 Markit US Services PMI (EXP TBA v. 51.0) 0945 HRS EST 

 Markit US Composite PMI (EXP TBA v. 51.5) 0945 HRS EST 

 Consumer Confidence Index (EXP 98.7 v. 101.1) 1000 HRS EST 

 Richmond Fed Manufacturing Index (-2 v. -11) 1000 HRS EST) 

 5-year note auction ($34b) 

 

Wednesday September 28, 2016 

 

 MBA Mortgage Applications (TBA v. -7.3%) 0700 HRS EST 

 Durable Goods Orders (EXP -1.0% v. 4.4%) 0830 HRS EST 

 St. Louis Fed President Bullard (voter) makes introductory remarks on community 

banking @ 1010 HRS EST 

 Chicago Fed President Evans (Alternate) with keynote speech to community 

bankers 1330 HRS EST 

 Cleveland Fed President Mester (voter) speaks at a middle market forum at 1635 

HRS EST 

 KC Fed President George (voter) speaks to minority bankers at 1915 HRS EST 
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The Fixed Income Group at R.J. O’Brien 
 

John Coleman 

312-373-5190 

800-367-3349 

© 312-515-3067 

johncoleman@bloomberg.net 

 

Rob Powell 

312-373-5197 

800-367-3349 

© 312-560-7112 

robpowell@bloomberg.net 

 

Jeff Bauman 

312-286-0491 

jeffbau@bloomberg.net 

 

Rich Goldblatt 

312-373-5450 

800-367-3650 

© 312-515-6019 

futurestic@bloomberg.net 

 

Rocco Chierici 

312-373-5439 

800-367-3650 

© 312-515-3069 

rocco1@bloomberg.net 

 

 

 

Brian Rachwalski 

312-373-5191 

800-367-3349 

© 312-515-3066 

brachwalski@bloomberg.net 

 

 

Dan Sobolewski 

312-373-5191 

800-367-3349 

© 312-505-6364 

dsobolewski@bloomberg.net 

 

 

Evan Vollman 

312-373-5452 

800-367-3650 

evollman@bloomberg.net 

 

 

Corrine Abele 

312-373-4847 

800-367-3349 

cabele@rjobrien.com 
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