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www.fixedincomegroup.com/resources/market 
 

Monday November 21, 2016 

 

 No Economic Releases or Fed Speak Scheduled 

 Fed Vice Chairman Fischer speaks in New York 0800 HRS EST 

 3-month bill auction ($42b) 

 6-month bill auction ($36b) 

 

THEY SAID IT 

 

Asked what he would do with repatriated cash should the Trump administration slash 

taxes on foreign profits, Cisco Systems Inc. Chief Executive Officer Chuck Robbins said in 

a phone interview last week: “We do have various scenarios in terms of what we’d do but 

you can assume we’ll focus on the obvious ones -- buy-backs, dividends and M&A 

activities.” Gary Dickerson, CEO of chip equipment maker Applied Materials Inc., said 

much the same. 
http://www.bloomberg.com/news/articles/2016-11-21/trump-s-offshore-cash-plan-will-benefit-

investors-not-jobseekers  

Unlike other developed nations, the U.S. taxes corporate income globally, but it allows 

companies to defer paying tax on offshore earnings until they decide to repatriate that income. 

As a result, U.S. companies have avoided U.S. taxes by stashing roughly $2.6 trillion offshore, a 

figure cited by Congress’s Joint Committee on Taxation. The top five in order of overseas cash 

holdings as of Sept. 30, are Apple ($216 billion), Microsoft ($111 Billion), Cisco ($60 

billion), Oracle Corp. ($51 billion) and Alphabet Inc. ($48 billion). 

Corporate America last enjoyed a so-called repatriation holiday in 2004, when the U.S. 

government temporarily reduced the rate to induce companies to bring foreign earnings home. 

What happened next is instructive. Though the legislation expressly forbade companies from 

using the cash to buy back shares, various academic studies later showed that more than 90 

percent of the repatriated profit was used for buybacks, dividends and executive compensation. 

The Missile 
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This time round, Trump has talked about making a reduced repatriation tax mandatory. But it 

would still be almost impossible to force companies to invest the money in research or 

manufacturing, said Chuck Marr, director of federal tax policy at the Center on Budget and 

Policy Priorities, a think tank founded by a former adviser to Democratic President Jimmy 

Carter. Doing so would spark a shareholder revolt. 

Indeed, multiple companies have become increasingly reliant on buybacks to reward investors. 

Apple and Cisco, for example, have both made it a habit in their quarterly earnings calls to tout 

how much cash they’ve paid out. That isn’t about to stop any time soon because investors have 

come to expect such rewards. 

(Consider the double taxation on dividends: the second taxation occurs when the 

shareholders receive the dividends, which come from the company's after-tax earnings. 

The shareholders pay taxes first as owners of a company that brings in earnings and then 

again as individuals, who must pay income taxes on their own personal, you are raising 

revenues via the tax system that can be used to offset infrastructure costs.) 

 

Draghi, who admitted that Europe's recovery isn't strong enough yet for a sustainable 

return of inflation, and the current monetary support will be a "key ingredient" for years 

to come. That suggests that there will be an extension, if not an expansion as well, of the 

central bank's bond purchase program from the scheduled end date of March. So much for 

ECB tapering in the near future. To top it off, there's no evidence of a concerted plan to 

focus on fiscal stimulus.  

https://www.bloomberg.com/gadfly/articles/2016-11-21/dark-days-for-the-euro-await-in-trump-

s-1-trillion-plan  

Another source of currency pressure comes from Trump's mooted multinational tax repatriation 

deal, which would allow a one-off amnesty, at a heavily subsided corporate tax rate, for 

American-headquartered firms to move their overseas earnings back onshore to the U.S. Cue 

companies selling euros and buying dollars.  

The risk here, unless carefully handled, is that this could become an unseemly charge as the 

foreign exchange market tries to front run the likes of Apple Inc. or Microsoft Corp. repatriating 

their vast overseas cash piles. 

Italian Prime Minister Matteo Renzi may be on track to lose a December referendum 

on constitutional reform, and were that to happen, the uncertainty that may result could be a big 

drag on the common currency. 

 

"Britain is still a member of the European Union," Schaeuble said when asked whether 

plans by Britain to cut corporate tax could trigger a dumping competition. "So they are 

bound by European law." 
http://www.reuters.com/article/us-britain-eu-schaeuble-idUSKBN13G193?il=0  

German Finance Minister Wolfgang Schaeuble warned Britain on Monday against massive 

corporate tax cuts, saying that as long as the country remained a member of the European Union 

it must abide by the bloc's rules. 

 

Angela Merkel who has steered Germany through several global crises as its first woman 

leader, says she will seek a fourth term as Germany's chancellor in general elections next 

year. 
http://www.cnbc.com/2016/11/19/merkel-expected-to-say-she-will-seek-fourth-term-as-german-

chancellor.html  

https://www.bloomberg.com/gadfly/articles/2016-11-21/dark-days-for-the-euro-await-in-trump-s-1-trillion-plan
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http://www.cnbc.com/2016/11/19/merkel-expected-to-say-she-will-seek-fourth-term-as-german-chancellor.html
http://www.cnbc.com/2016/11/19/merkel-expected-to-say-she-will-seek-fourth-term-as-german-chancellor.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. 

Speaking after a meeting with high-ranking members of her center-right party, Merkel told 

reporters Sunday night that "I literally thought about this decision endlessly ... but I am ready to 

run for office again." 

If the 62-year-old Merkel wins next year and serves the entire four-year term, she would match 

her one-time mentor Helmut Kohl's post-war record of 16 years in office. 

 

Minutes after shareholders approved the deal—about 85 percent of them voted yes—Musk 

told the crowd that he had just returned from a meeting with his new solar engineering 

team. Tesla’s new solar roof product, he proclaimed, will actually cost less to manufacture 

and install than a traditional roof—even before savings from the power bill. “Electricity,” 

Musk said, “is just a bonus.” 
https://www.bloomberg.com/news/articles/2016-11-17/musk-says-tesla-s-solar-shingles-will-

cost-less-than-a-dumb-roof  

If Musk’s claims prove true, this could be a real turning point in the evolution of solar power. 

The rooftop shingles he unveiled just a few weeks ago are something to behold: They’re made of 

textured glass and are virtually indistinguishable from high-end roofing products. They also 

transform light into power for your home and your electric car.  

 

1-Month Libor Set 0.56778 +.00178 (99.43222)     

3-Month Libor Set 0.91983 +.00361 (99.08017)    

6-Month Libor Set 1.27433 -.00500 (98.72567) 

1-Year Libor Set  1.62289 +0.0222 (98.37711) 

 

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/news/articles/2016-10-31/no-one-saw-tesla-s-solar-roof-coming
https://www.bloomberg.com/news/articles/2016-11-17/musk-says-tesla-s-solar-shingles-will-cost-less-than-a-dumb-roof
https://www.bloomberg.com/news/articles/2016-11-17/musk-says-tesla-s-solar-shingles-will-cost-less-than-a-dumb-roof
http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20160921.pdf
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EQUITIES  

The S&P is +5 and the NASDAQ is +12. 

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 +0.39%.     
In the UK, yields are lower with the yield curve flatter.  

BOE Rate +0.23%. 

Next meeting 12/15/16 

 

On the European Continent 

The CAC Index is +0.46%.  

The DAX Index is +0.44%. 
On the Continent, yields are mixed with the yield curve slightly steeper.  

ECB Main Refinancing Operations Rate +0.00% 

Deposit Facility Rate -.40% 

Next meeting 12/08/16 

 

ASIA 

Japan:  

The TOPIX closed +1.01%.  

The NIKKEI closed +0.77%. 

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 +0.06%.  

The Shanghai Composite Index closed +0.79%. 

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 99-01.5**. 

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:  128-12.5 is the pivot point. Above you should be long, below short. 

Support is at 128-12.5, 125-00.0** 

Resistance is at 131-25.0** 
*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 
 

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 

 
Wednesday November 23, 2016 

 

 MBA Mortgage Applications (TBA v. -9.2%) 0700 HRS EST 

 Durable Goods Orders (EXP 1.0% v. -0.3%) 0830 HRS EST 

 Durable Goods x-transportations (EXP 0.1% v. 0.1%) 0830 HRS EST 

 Initial Claims (EXP TBA v. 235k) 0830 HRS EST 

 Continuing Claims (EXP TBA v. 1977k) HRS EST 

 New Home Sales (EXP 590k v. 593k) 1000 HRS EST 

 New Home Sales m/m (EXP -0.5% v. 3.1%) 1000 HRS EST 

 U of Michigan (EXP 91.6 v. 91.6) 1000 HRS EST 

 US Fed Releases Minutes from the November 1-2 FOMC Meeting 1400 HRS EST 

 
Thursday November 24, 2016 

 

Happy Thanksgiving 

 
Friday November 25, 2016 

 

 Advance Goods and Trade Balance (EXP 0.1% v. 0.2%) 1000 HRS EST 

 Whole Inventories m/m (EXP 0.2% v. 0.1%) 0830 HRS EST 

 Markit US Services PMI (EXP 54.7 v. 54.8) 0945 HRS EST 

 Markit US Composite PMI (EXP TBA v. 54.9) 0945 HRS EST 
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Handy Links 
 

Association of American Railroads Rail Traffic Report. 

For the first 45 weeks of 2016, U.S. railroads reported cumulative volume of 11,347,603 

carloads, down 9.6 percent from the same point last year; and 11,700,543 intermodal units, down 

2.9 percent from last year. Total combined U.S. traffic for the first 45 weeks of 2016 was 

23,048,146 carloads and intermodal units, a decrease of 6.3 percent compared to last year. 

North American rail volume for the week ending November 12, 2016, on 13 reporting U.S., 

Canadian and Mexican railroads totaled 367,832 carloads, up 2.2 percent compared with the 

same week last year, and 339,727 intermodal units, down 1.2 percent compared with last year. 

Total combined weekly rail traffic in North America was 707,559 carloads and intermodal units, 

up 0.5 percent. North American rail volume for the first 45 weeks of 2016 was 30,168,723 

carloads and intermodal units, down 5.8 percent compared with 2015. 

https://www.aar.org/newsandevents/Press-Releases/Pages/2016-11-16-railtraffic.aspx  

 

Weekly Rail Traffic Report and Charts 

For this week, total U.S. weekly rail traffic was 541,127 carloads and intermodal units, down 0.5 

percent compared with the same week last year. 

Total carloads for the week ending November 12 were 272,131 carloads, up 0.5 percent 

compared with the same week in 2015, while U.S. weekly intermodal volume was 268,996 

containers and trailers, down 1.4 percent compared to 2015. 

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

2015. They included grain, up 23 percent to 26,817 carloads; miscellaneous carloads, up 5.4 

percent to 9,566 carloads; and metallic ores and metals, up 5.2 percent to 21,806 carloads. 

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

petroleum and petroleum products, down 15.4 percent to 11,146 carloads; forest products, down 

5.6 percent to 9,677 carloads; and motor vehicles and parts, down 5.4 percent to 17,227 carloads. 

https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2016-11-16-

railtraffic.pdf  

 

Monthly Rail Traffic Charts 

https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx 
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Baker Hughes Summary Rig Count 11/18/16 

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. 
18 November 

2016 
588 +20 

11 

Novembe

r 2016 

-169 

20 

Novembe

r 2015 

Canada 
18 November 

2016 
184 +8 

11 

Novembe

r 2016 

+18 

20 

Novembe

r 2015 

Internation

al 
October 2016 920 -14 

Septembe

r 2016 
-191 

October 

2015 
 

 

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

 

ATLANTA FED GPDNow November 17, 2016 

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

quarter of 2016 is 3.6 percent on November 17, up from 3.3 percent on November 15. The 

forecast of fourth-quarter real residential investment growth increased from 4.5 percent to 10.8 

percent after this morning’s new residential construction 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 18, 2016: Highlights 

The FRBNY Staff Nowcast stands at 2.4% for 2016:Q4. 

The current nowcast is 0.8 percentage point higher than two weeks ago, when the previous report 

was published. 

The improvement was driven by large positive news from retail sales and housing 

starts.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  

 
 

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/2016-11-10/2016-second-quarter.pdf
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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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