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www.fixedincomegroup.com/resources/market 
 

Wednesday November 16, 2016 

 

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

HRS EST 

 MBA Mortgage Applications (-9.2% Actual 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 

 

 

THEY SAID IT 

 

Bullard highlighted two particular policies that could support U.S. growth: a “targeted 

fiscal infrastructure package aimed at increasing U.S. productivity growth” and tax reform 

to allow repatriation of corporate profits to lift investment. That impact on the economy 

would probably come in 2018, 2019 and 2020, he said. Over the longer term, he said new 

trade arrangements and immigration reform could have an important effect. 
http://www.bloomberg.com/news/articles/2016-11-16/fed-s-bullard-sees-medium-term-boost-

from-trump-economic-policy 

Proposals for increased U.S. infrastructure spending and lower taxes discussed by Trump during 

the election campaign could allow the central bank to raise rates faster. Fed officials, including 

Boston Fed President Eric Rosengren, have said more fiscal stimulus would bolster the case for 

tighter monetary policy. 

 

The Missile 

 

 

 

                                                  

http://www.fixedincomegroup.com/resources/market
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The U.S. abandoning leadership on climate change could leave the global consensus 

achieved in Paris in tatters. China and India, the world’s largest and third-biggest national 

polluters that for the first time last year made commitments to curb their own emissions, 

could have little incentive to stick to the agreement. 
http://www.bloomberg.com/news/articles/2016-11-16/clues-about-trump-effect-on-global-

energy-lurk-in-iea-data-dump  

Failure to implement U.S. climate and clean power pledges would weaken, but not reverse, 

the trends that made coal the biggest loser in the nation’s energy mix under Obama. By 2040, the 

amount of electricity generated from coal would fall 21 percent from 2014 levels, smaller than 

the 41 percent drop if new policies including the Paris accord and CPP were implemented, IEA 

data show. Natural gas would get a boost, rising 56 percent in the former scenario compared with 

27 percent in the latter. Growth in wind and solar power -- where costs are falling as adoption 

spreads -- would slow, but only marginally. 

 

A multi-billion-dollar Russian deal to buy Indian refiner Essar was nearly sunk at the 

eleventh hour by a rival bid from Saudi Arabia as the two oil superpowers vie for 

supremacy across the world. 

http://www.reuters.com/article/us-russia-india-saudi-oil-idUSKBN13B083?il=0  

The deal between Essar and a consortium led by Kremlin oil giant Rosneft appeared dead in the 

water two months ago after Saudi state energy firm Aramco weighed in, according to seven 

Russia, India and Saudi-based industry sources familiar with or involved in the negotiations. 

It was salvaged due to the involvement of Russian President Vladimir Putin and Indian Prime 

Minister Narendra Modi, who were keen for it go through, and after the consortium agreed to 

pay $13 billion - more than double what Rosneft had initially valued Essar at, sources told 

Reuters. 

 

"If you choose to leave the EU, you basically choose to be outside the single market," 

Jeroen Dijsselbloem, president of the Eurogroup, told CNBC on the sidelines of a UBS 

conference in London. 
http://www.cnbc.com/2016/11/16/if-the-uk-is-no-longer-part-of-the-eu-it-shouldnt-get-the-perks-

euro-finance-chief.html  

The U.K.'s decision to leave the European Union will mean that British companies will be left 

outside the single market, the EU's top finance minister told CNBC, dashing any U.K. hopesthat 

businesses will still be able to have free access Europe after Brexit. 

http://www.bloomberg.com/news/articles/2016-11-16/clues-about-trump-effect-on-global-energy-lurk-in-iea-data-dump
http://www.bloomberg.com/news/articles/2016-11-16/clues-about-trump-effect-on-global-energy-lurk-in-iea-data-dump
http://www.bloomberg.com/news/articles/2016-11-10/trump-may-dig-coal-but-industry-s-outlook-is-flat-at-best
http://www.bloomberg.com/gadfly/articles/2016-11-09/trump-cannot-halt-the-march-of-clean-energy
http://www.reuters.com/article/us-russia-india-saudi-oil-idUSKBN13B083?il=0
http://www.cnbc.com/2016/11/16/if-the-uk-is-no-longer-part-of-the-eu-it-shouldnt-get-the-perks-euro-finance-chief.html
http://www.cnbc.com/2016/11/16/if-the-uk-is-no-longer-part-of-the-eu-it-shouldnt-get-the-perks-euro-finance-chief.html


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. 

In 32 opinion polls published by 11 different pollsters over the past four weeks, all indicate 

a lead for the "no" camp and generally by an increasing amount, according to Reuters. 

http://www.cnbc.com/2016/11/16/euro-zone-break-up-fears-back-on-the-table-with-italy-

expected-to-reject-reforms.html  

Holger Schmieding, chief economist with Berenberg Bank, told CNBC in a phone interview that 

the risk involved in Italy's referendum makes it an even bigger political event than Brexit. 

"For me, this is the biggest political risk for the euro zone this year … Less the referendum and 

more the tail risk," he said. 

"If the aftermath of a 'no' victory results in an early election, in which parties propose a 

referendum of leaving the euro then this is much more of a problem, there will be serious 

contagion effects for the whole of the euro zone," he added. 

 

"At his heart President-elect Trump will see the benefits and I think the oil industry will 

also be advising him accordingly that blocking trade in any product is not healthy," Khalid 

al-Falih, who is also chairman of Aramco, the state-run oil company, told the Financial 

Times in Marrakesh, where he is leading Saudi Arabia's delegation in UN climate talks. 
http://www.cnbc.com/2016/11/16/saudi-arabia-warns-trump-on-blocking-oil-imports.html  

In a sign of the difficulties Mr Trump faces over his campaign pledges to create "complete 

American energy independence" from "our foes and the oil cartels", Saudi Arabia's energy 

minister pointedly reminded the president-elect that the U.S. "benefits more than anybody else 

from global free trade", adding, "energy is the lifeblood of the global economy". 

"The U.S. is sort of the flag-bearer for capitalism and free markets," he added. 

"The US continues to be a very important part of a global industry that is interconnected, that is 

dealing with a fungible commodity which is crude oil. So having equalization through free trade 

is very healthy for oil." 

 

http://www.cnbc.com/2016/11/16/euro-zone-break-up-fears-back-on-the-table-with-italy-expected-to-reject-reforms.html
http://www.cnbc.com/2016/11/16/euro-zone-break-up-fears-back-on-the-table-with-italy-expected-to-reject-reforms.html
http://www.cnbc.com/2016/11/16/saudi-arabia-warns-trump-on-blocking-oil-imports.html
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1-Month Libor Set 0.55456 +.00455 (99.44544)     

3-Month Libor Set 0.90872 +.00250 (99.09128)     

6-Month Libor Set 1.27754 +.00543 (98.72246) 

 

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
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EQUITIES  

The S&P is -8 and the NASDAQ is -19. 

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 -0.58%.     
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 -0.70%.  

The DAX Index is -0.62%. 
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 +1.33%.  

The NIKKEI closed +1.10%. 

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 -0.19%.  

The Shanghai Composite Index closed -0.06%. 

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:  99-05.0 is the pivot. Below the pivot you should be short, above long.  

Support is at 99-05.0* and 99-02.5**. 

Resistance is at 99-08.0*.  
*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:  129-01.0 is the pivot point. Above you should be long, below short. 

Support is at 129-01.0, 126-06.5** 

Resistance is at 131-28.5** 
*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.  
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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 
 

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 1195k v. 1225k) 0830 HRS EST 

 Building Permits (EXP -2.5% v. 6.3%) 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 7.8 v. 9.7) 1000 HRS EST 

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

 

Friday November 18, 2016 

 

 Leading Index (EXP 0.1% v. 0.2%) 1000 HRS EST 

 St. Louis Fed President Bullard (voter) participate in a panel discussion 0530 HRS 

EST 

 KC Fed President George (voter) speaks in Houston 0930 HRS EST 

 NY Fed President Dudley (voter) with opening remarks and takes questions during a 

press conference at 0930 HRS EST 

 Dallas Fed President Kaplan (alternate) speaks in Houston 1330 HRS EST 

 Fed Gov. Powell (voter) speaks in San Francisco at 2145 HRS EST 

 

Monday November 21, 2016 

 

 No Economic Releases or Fed Speak Scheduled 

 3-month bill auction ($42b) 

 6-month bill auction ($36b) 

Tuesday November 22, 2016 

 

 Richmond Fed Manufacturing Index (EXP 0 v. -4) 1000 HRS EST 

 Existing Home Sales (EXP 5.45m v. 5.47m) 1000 HRS EST 

 Existing Home Sales m/m (EXP -0.4% v. 3.2%) 1000 HRS EST 
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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 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.aar.org/newsandevents/Press-Releases/Pages/2016-11-09-railtraffic.aspx
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-11-09-railtraffic.pdf
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-11-09-railtraffic.pdf
https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx
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Baker Hughes Summary Rig Count 11/11/16 

 

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. 
11 November 

2016 
568 -1 

4 
Novembe

r 2016 
-199 

13 
Novemb
er 2015 

Canada 
11 November 

2016 
176 +22 

4 
Novembe

r 2016 
0 

13 
Novemb
er 2015 

Internation
al 

October 2016 920 -14 
Septemb
er 2016 

-191 
October 

2015 

 

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

 

ATLANTA FED GPDNow November 15, 2016 

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

quarter of 2016 is 3.3 percent on November 15, up from 3.1 percent on November 9. The 

forecast of fourth-quarter real personal consumption expenditures growth increased from 2.6 

percent to 2.9 percent after this morning's retail sales report from the U.S. Census Bureau. 

 

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

 

http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview
https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1
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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  

 

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 

 

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
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
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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 3RD quarter 

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

solid majority reported that farm income declined in the third quarter of 2016 relative to a year 

ago. Consistent with previous surveys, proportionately more bankers continue to report that 

falling farm income is pressuring farmers to trim their household expenditures and farming- and 

ranching-related capital outlays. Given the difficulties in the farm sector, it is perhaps surprising 

that our survey results showed that quality farmland values were unchanged and ranch or 

pastureland values were up slightly from a year earlier in the third quarter. Nonetheless, cash 

rents for both quality farmland and ranch or pastureland declined modestly in the third quarter. 

Our survey results also revealed that demand for loans in the third quarter was a bit stronger than 

what was expected three months earlier, while the availability of funds mostly met expectations. 

Loan repayment rates were slower in the third quarter, but consistent with bankers’ expectations 

from three months earlier. Our two special questions focused on those farmers who are 

experiencing loan repayment issues. According to our lender survey, the largest increase in 

repayment problems is for operating lines of credit. A majority of bankers believe that, in 

response, unpaid portions of operating lines of credit will require additional collateral to roll over 

this debt.  

https://research.stlouisfed.org/publications/ag-finance/2016-11-10//2016-second-quarter.pdf  
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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. 
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