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www.fixedincomegroup.com/resources/market 
 

Monday November 14, 2016 

 No Economic Releases 

 3-month bill auction ($42b) 

 6-month bill auction ($36b) 

 Richmond Fed President Lacker (non-voter) in a panel discussion at Washington 

College 1700 HRS EST 

 SF Fed President Williams (non-voter) speaks in a panel discussion on levering 

regional strengths to grow Chinese trade at 1830 HRS EST 

 

THEY SAID IT 

 

“China and the U.S. -- as the world’s biggest developing country and the biggest developed 

country, and the top two global economies -- need to and can cooperate on many issues,” Xi 

said, according to CCTV. “At this moment, there is an important opportunity and massive 

potential for China-U.S. cooperation so that both sides need to strengthen coordination.” 
http://www.bloomberg.com/news/articles/2016-11-14/china-s-xi-tells-trump-cooperation-only-

choice-for-relations  

Xi told Trump by telephone Monday that the two powers benefited from working together and 

needed to coordinate efforts to promote global economic growth, state broadcaster China Central 

Television reported. The pair agreed to meet soon, CCTV said. 

 

Last year, America ran half-a-trillion dollar trade deficit with Asian economies. That was 

exactly two-thirds of our total trade gap. This year will be no better. In the first nine 

months, our trade deficit with Asia came in at $370 billion, accounting again for 66 percent 

of the total. 

These deficits are reducing American economic growth (because a negative trade balance is 

subtracted from domestic GDP components), and such a strong import penetration of 

American markets is literally killing our jobs and import-competing industries. 

The Missile 
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http://www.cnbc.com/2016/11/13/us-economy-needs-trump-to-push-on-with-asia-pivot-with-

india-a-potential-ally.html  

Clearly, for the Trump administration, promising to focus on our sluggish economy, the foreign 

trade matters are urgent, and the hour is late. Lowering the beam on Asian trade is a must. 

India on the way to China 

India looks like a great place to start. A three-part tweet from India's Prime Minister Narendra 

Modi is, to the best of my knowledge, the warmest and the friendliest congratulatory message 

that Donald Trump, the 45th President of the United States, received from foreign leaders. 

Here is what Mr. Modi said: "We appreciate the friendship you have articulated towards India 

during your campaign. We look forward to working with you closely to take India-US bilateral 

ties to a new height." 

 

“Yields will continue to rise over the next year,” said Hiroki Shimazu, an economist and 

strategist at the Japanese unit of MCP Asset Management in Tokyo. “The fundamentals 

are very strong, particularly in the U.S. There are some signs of higher inflation pressures. 

Trump is pushing this phenomenon.” 
http://www.bloomberg.com/news/articles/2016-11-14/fed-rate-odds-rise-to-84-as-pimco-says-

yields-may-be-bottoming  

“Long-term interest rates seem to be bottoming out,” Pimco, which runs the world’s biggest 

actively managed bond fund, said in a post on Twitter Nov. 11. 

Investors should hold an underweight position in Treasuries, said Tuan Huynh, the Singapore-

based chief investment officer for Asia and the Pacific at Deutsche Bank Wealth Management. 

 “The markets are clearly pricing in a big fiscal stimulus plan,” Huynh said. “The Fed might need 

to react with stronger rate increases.” The 10-year yield should be closer to 2.5 percent than 2 

percent over the next 12 to 18 months, he said. 

Rising U.S. yields are a buying opportunity, said Hideaki Kuriki, a debt investor in Tokyo at 

Sumitomo Mitsui Trust Asset Management, which oversees $76.6 billion. His Treasury holdings 

have a longer duration than those in the benchmark he uses to gauge performance, he said. 

“If yields go up more, I will add long-duration securities,” which will be mostly 30-year bonds, 

Kuriki said. “In the long term, deflation will continue, and I doubt Trump’s policies will 

materialize.” Ten-year yields may peak at 2.3 percent toward the end of the year, Kuriki said. 

“Trump has introduced so much uncertainty -- around the fiscal outlook, the outlook for foreign 

demand for Treasuries given his protectionism and his views on China, and uncertainty around 

the outlook for the Fed,” said John Davies, an interest-rate strategist at Standard Chartered Plc in 

London, which adjusted its forecast for 10-year Treasuries yields to 3 percent at the end of 2017 

from below 2 percent previously. 

 

France can’t take any more immigrants and it isn’t racist to say so, Marine Le Pen, head of 

France’s National Front, said in an interview with BBC television. 
http://www.bloomberg.com/news/articles/2016-11-13/le-pen-says-we-are-not-going-to-

welcome-any-more-people  

“We are not going to welcome any more people,” she said. “Stop. We are full.” 

She said Donald Trump’s victory in the U.S. “showed that what they said was impossible is 

possible.” 

Le Pen said in the pre-recorded interview that the European Union will be replaced by a “Europe 

of free nations.” 
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During their "lame-duck" session starting this week, lawmakers will have little time to 

draft another continuing resolution to cover funding U.S. agencies and military operations. 

Congress is tentatively set to adjourn by Dec. 17 and has an additional break over the U.S. 

Thanksgiving holiday. 

http://www.reuters.com/article/us-usa-election-congress-lameduck-idUSKBN13916U  

Legislation to streamline federal regulations for new drugs could come up during the lame duck 

session. So could funding for cancer research, precision medicine and treatments for opioid 

addiction, said congressional aides. 

Some conservative House Republicans want a budget measure that will expire in March, which 

would coincide with needed action on the federal debt limit, according to House aides. 

Others have talked about a continuing resolution that would run until sometime February, giving 

the new president and Congress enough time to determine their priorities for more 

comprehensive funding legislation for the remainder of the federal fiscal year, which ends on 

Sept. 30. 

Before the election shifted the political center of gravity in favor of Republicans, Republican 

leaders had talked about crafting funding legislation through negotiations with Democrats and 

President Barack Obama and approving it before Christmas. 

 

Russia and Iran are in talks over an arms deal worth around $10 billion that would see 

Moscow deliver T-90 tanks, artillery systems, planes and helicopters to Tehran, a senior 

Russian senator said on Monday, the RIA news agency reported. 
http://www.reuters.com/article/us-russia-iran-arms-idUSKBN1390UM  

Viktor Ozerov, head of the defense and security committee in the Russian upper house of 

parliament, or Federation Council, told reporters’ talks on the potential deal were under way 

during a parliamentary visit to Iran, RIA said. 

 

"The Americans, to whom we owe much, will not ensure the security of the Europeans in 

the long term. We have to do this ourselves," Juncker told reporters in Berlin on 

Wednesday night. 

"That is why we need a new start in the field of European defense, up to the goal of setting 

up a European army." 

http://www.cnbc.com/2016/11/14/brexit-architect-nigel-farage-has-slammed-plans-for-an-eu-

army-after-donald-trumps-election-win.html  

However anti-European Union campaigner and ally of Donald Trump, Nigel Farage, has told Sky 

News that Juncker's plan is laughable. 

"You've got Jean-Claude Juncker using the election of President Trump as a means of trying to 

destroy Nato by pushing his ridiculous dream of a European army," he said Monday. 

The Brexit leader also argued that Europe's criticism of Nato provided more of a security threat 

than Donald Trump in the White House. 

"But the more we hear from the European Union that they wish to brush Nato aside, the more I 

think it will be wrong to view Trump as being a threat to our security, but increasingly the 

European Union that is." 
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3-Month Libor Set 0.91122 +.00455 (99.08878)    EDZ6 99-03.0 

 

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) 

 

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


This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commodities herein named. The 

factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is 

not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading 

futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not 

indicative of future results. 
© Copyright 2016. The Fixed Income Group at R.J. O’Brien.  All rights reserved. 

EQUITIES  

The S&P is +2 and the NASDAQ is +5. 

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 +0.22%.     
In the UK, yields are higher with the yield curve steeper.  

BOE Rate +0.23%. 

Next meeting 12/15/16 

 

On the European Continent 

The CAC Index is +0.32%.  

The DAX Index is +0.43%. 
On the Continent, yields are higher with the yield curve steeper.  

ECB Main Refinancing Operations Rate +0.00% 

Deposit Facility Rate -.40% 

Next meeting 12/08/16 

 

ASIA 

Japan:  

The TOPIX closed +1.58%.  

The NIKKEI closed +1.71%. 

In Japan yields are higher with the yield curve steeper. 

BOJ Policy Rate -0.10% 

BOJ Basic Loan rate 0.30%   

Next meeting 12/20/16 

 

China: 

The Hang Seng closed -1.37%.  

The Shanghai Composite Index closed +0.45%. 

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 99-08.5*.  
*Pivot Point is a simple 20-day moving average.  

** 2-STD Deviations from the pivot point.  

I have decided to over-ride the sale signal and remain long from 99.075 (10/17/16). 

 
 

YTD 22.25 futures ticks ($25 per tick) or $556.25 per 1 contract traded. 
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10yr/TYZ6:  129-14.0 is the pivot point. Above you should be long, below short. 

Support is at 129-14.0, 127-05.5** 

Resistance is at 131-22.5** 
*Pivot Point is a simple 20-day moving average. 

** 2-STD Deviations from the pivot point 

 

Current trend has you short from 129-24 (11/8/16). 

 
 

   
YTD +202.5 futures ticks ($31.25 per tick) or +$6,328.13 per 1 contract 

traded.  



This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commodities herein named. The 

factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is 

not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading 

futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not 

indicative of future results. 
© Copyright 2016. The Fixed Income Group at R.J. O’Brien.  All rights reserved. 

  

 

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 
 

 

Tuesday November 15, 2016 

 Boston Fed President Rosengren (voter) is the keynote speaker at the Portland 

Chamber of Commerce 0730 HRS EST 

 Retail Sales Advance m/m (EXP 0.6% v. 0.6%) 0830 HRS EST 

 Retail Sales x-autos (EXP 0.5% v. 0.5%) 0830 HRS EST 

 Business Inventories (EXP 0.2% v. 0.2%) 1000 HRS EST 

 Fed Vice-Chair Fischer (voter) speaks at the Brookings Institute 1330 HRS EST 

 4-week bill auction ($65b) 

 

Wednesday November 16, 2016 

 St. Louis Fed President Bullard (voter) speaks in London on monetary policy 0300 

HRS EST 

 MBA Mortgage Applications (TBA v. -1.2%) 0700 HRS EST 

 Minneapolis Fed President Kashkari (alternate) on too big to fail 0745 HRS EST  

 PPI m/m (EXP 0.3% v. 0.3%) 0830 HRS EST 

 PPI x-food and energy m/m (EXP 0.2% v. 0.2%) 0830 HRS EST 

 PPI y/y (EXP 1.2% v. 0.7%) 0830 HRS EST 

 PPI x-food and energy y/y (EXP 1.6% v. 1.2%) 0830 HRS EST 

 Philly Fed President Harker (alternate) speaks on purposes and functions of the Fed 

1730 HRS EST 

 

Thursday November 17, 2016 

 Initial Claims (EXP 260k v. 265k) 0830 HRS EST 

 Continuing Claims (EXP 2025k v. 2026k) 0830 HRS EST 

 Housing Starts (EXP 1160k v. 1047k) 0830 HRS EST 

 Housing Starts m/m (EXP 10.8% v. -9.0%) 0830 HRS EST 

 Building Permits (EXP 1193k v. 1225k) 0830 HRS EST 

 CPI m/m (EXP 0.4% v. 0.3%) 0830 HRS EST 

 CPI x-food and energy m/m (EXP 0.2% v. 0.1%) 0830 HRS EST 

 CPI y/y (EXP 1.6% v. 1.5%) 0830 HRS EST 

 CPI x-food and energy y/y (EXP 2.2% v. 2.2%) 0830 HRS EST 

 Philly Fed Business Outlook (EXP 8.0 v. 9.7) 1000 HRS EST 

 Yellen testifies in front of the Joint Economic Committee 1000 HRS EST 

 

Friday November 18, 2016 
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Handy Links 
 

Association of American Railroads Rail Traffic Report. 

For the first 44 weeks of 2016, U.S. railroads reported cumulative volume of 11,075,472 

carloads, down 9.8 percent from the same point last year; and 11,431,547 intermodal units, down 

2.9 percent from last year. Total combined U.S. traffic for the first 44 weeks of 2016 was 

22,507,019 carloads and intermodal units, a decrease of 6.4 percent compared to last year. 

North American rail volume for the week ending November 5, 2016, on 13 reporting U.S., 

Canadian and Mexican railroads totaled 367,974 carloads, up 1.3 percent compared with the 

same week last year, and 340,974 intermodal units, up 0.9 percent compared with last year. Total 

combined weekly rail traffic in North America was 708,948 carloads and intermodal units, up 

1.1 percent. North American rail volume for the first 44 weeks of 2016 was 29,461,164 carloads 

and intermodal units, down 6 percent compared with 2015. 

https://www.aar.org/newsandevents/Press-Releases/Pages/2016-11-09-railtraffic.aspx  

 

Weekly Rail Traffic Report and Charts 

Total carloads for the week ending November 5 were 271,262 carloads, down 0.4 percent 

compared with the same week in 2015, while U.S. weekly intermodal volume was 272,115 

containers and trailers, up 1.7 percent compared to 2015. 

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

2015. They included grain, up 22 percent to 28,655 carloads; nonmetallic minerals, up 3.8 

percent to 36,572 carloads; and motor vehicles and parts, up 2.9 percent to 18,403 carloads. 

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

petroleum and petroleum products, down 16.3 percent to 10,877 carloads; miscellaneous 

carloads, down 10.8 percent to 8,812 carloads; and metallic ores and metals, down 9.7 percent to 

18,575 carloads. 

https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-11-09-

railtraffic.pdf  

 

Monthly Rail Traffic Charts 

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

 

Baker Hughes Summary Rig Count 11/11/16 

 

Area Last Count 
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t 
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Date of 
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Date of 
Last 
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U.S. 
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4 
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-199 

13 
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Canada 
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4 
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0 
13 
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https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx
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http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview   

 

ATLANTA FED GPDNow November 9, 2016 

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

quarter of 2016 is 3.1 percent on November 9, unchanged from November 4. The forecast of the 

contribution of inventory investment to fourth-quarter real GDP growth inched up from 0.46 

percentage points to 0.50 percentage points after this morning's wholesale trade report from the 

U.S. Census Bureau. 

 

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

 
November 4, 2016: Highlights 

 The FRBNY Staff Nowcast stands at 1.6% for 2016:Q4. 

 Overall positive news during the last two weeks pushed the Nowcast for Q4 up 0.2 

percentage point. 

 Manufacturers’ shipments and ISM manufacturing survey data had the largest positive 

contributions in the last two weeks. 

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

 

Full report 

https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2016_1

021.pdf?la=en  

 

http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview
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_1021.pdf?la=en
https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2016_1021.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 

October 2016: 0.7 Index Points from -0.1 in September.   

 

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  
THE LAST 12 MONTHS 

Month PMI®  Month PMI® 

Oct 2016 51.9  Apr 2016 50.8 

Sep 2016 51.5  Mar 2016 51.8 

Aug 2016 49.4  Feb 2016 49.5 

Jul 2016 52.6  Jan 2016 48.2 

Jun 2016 53.2  Dec 2015 48.0 

May 2016 51.3  Nov 2015 48.4 

Average for 12 months – 50.6  
High – 53.2  
Low – 48.0 

 

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  

 
 

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


This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commodities herein named. The 

factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is 

not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading 

futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not 

indicative of future results. 
© Copyright 2016. The Fixed Income Group at R.J. O’Brien.  All rights reserved. 

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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