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NI TRE <go> 

 
 

Fed Speak Calendar 

(All times are CST) 

No Fed Speak scheduled.  Fed is in the black-out period ahead of the Feb. 1 meeting. 

 
 

THEY SAID IT 

 

While Mexico works to reverse declining oil and gas production, the nation’s burning 

record amounts of natural gas pulled from tight-rock formations north of the border. 

Pipeline deliveries of the fuel from the U.S. have more than doubled in the past two years, 

and Mexico’s now tied with Chile as the biggest buyer of tanker shipments of U.S. liquefied 

natural gas leaving Louisiana’s coast. 
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https://www.bloomberg.com/news/articles/2017-01-26/trump-s-mexico-showdown-hasn-t-

stopped-gas-from-heading-south  

The gas exports stand in sharp contrast to the showdown threatening one of the world’s biggest 

bilateral trading relationships. Mexico’s President Enrique Pena Nieto canceled a meeting with 

Trump Thursday after the U.S. leader blasted him on Twitter for refusing to pay for a wall along 

the countries’ border -- and now Trump’s considering a 20 percent tax on Mexico imports to pay 

for it. Gas exports, seen as supporting jobs in the U.S. while handing Mexico cheap fuel, could 

end up being one trade that bucks the political maelstrom, according to ING Groep NV and Pira 

Energy Group. 

Gas piped to Mexico climbed to a record last year, averaging more than 4 billion cubic feet per 

day in August through October, U.S. government data show. That supply, equal to roughly a fifth 

of Texas’s total gas output, displaced LNG cargoes from Peru, according to Madeline Jowdy, 

senior director of global gas and LNG at Pira in New York. Exports climbed even higher 

after Petroleos Mexicanos’s Los Ramones Phase II pipeline began operations in May. 

 

“Everybody wants to use the nebulous phrase, ‘Let’s look at other sources,”’ said former 

Kentucky Governor Steve Beshear, who left office in 2015. “But there are no other sources. 

They just want to keep from saying the word ‘tolls.” 
https://www.bloomberg.com/politics/articles/2017-01-27/to-toll-or-not-to-toll-is-question-for-

trump-infrastructure-plan  

The Brent Spence Bridge between Ohio and Kentucky carries twice as much traffic as it was 

built to handle -- it’s 54 years old and functionally obsolete. 

But an effort to replace the span on one of America’s busiest trucking routes has languished for 

years -- even after governors from both states agreed on a $2.5 billion plan about five years ago. 

The reason: Kentucky won’t approve new tolls needed to attract private money to the project. 

The case illustrates a challenge for President Donald Trump’s promise to put $550 billion or 

more into a 10-year program of upgrading interstate highways, bridges, railways, ports and other 

public facilities: How can he tap the private capital that his aides have said could help finance the 

spending? 

Consultants and investors say there’s plenty of private funding to be had, but it comes at a cost: 

There has to be a predictable revenue stream -- such as user fees or tolls -- to provide a 

reasonable return on investment. 

While infrastructure advocates including former Transportation Secretary Ray LaHood say 

tolling must be part of Trump’s proposal, tolls remain a tough sell. Even before Trump details his 

plan, an alliance that includes McDonald’s, UPS and all 50 state trucking associations is ready to 

fight any attempt to expand the use of levies or relax a 1958 restriction on tolling existing 

interstates. 

“From a policy perspective, tolling makes a lot of sense,’’ said Jonathan Gifford, director of the 

Center for Transportation Public-Private Partnership Policy at George Mason University. “It’s a 

heavy lift to say to the public, to elected officials, ‘We’re now going to start imposing a toll to 

improve a facility that you’ve been using without paying tolls for decades.’’’ 

 

“Everything changed’’ as it became more difficult to send money offshore, said Coco Tan, 

a broker associate at Keller Williams in Cupertino, California. 
https://www.bloomberg.com/news/articles/2017-01-26/world-s-biggest-real-estate-buyers-are-

suddenly-short-on-cash  

Less than a month after China announced fresh curbs on overseas payments, anecdotal reports 

https://www.bloomberg.com/news/articles/2017-01-26/trump-s-mexico-showdown-hasn-t-stopped-gas-from-heading-south
https://www.bloomberg.com/news/articles/2017-01-26/trump-s-mexico-showdown-hasn-t-stopped-gas-from-heading-south
https://www.bloomberg.com/politics/articles/2017-01-27/to-toll-or-not-to-toll-is-question-for-trump-infrastructure-plan
https://www.bloomberg.com/politics/articles/2017-01-27/to-toll-or-not-to-toll-is-question-for-trump-infrastructure-plan
https://www.bloomberg.com/news/articles/2017-01-26/world-s-biggest-real-estate-buyers-are-suddenly-short-on-cash
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from realtors, homeowners and developers suggest the restrictions are already weighing on the 

world’s biggest real estate buying spree. While no one expects Chinese demand to disappear 

anytime soon, the clampdown is deterring first-time buyers who lack offshore assets and the 

expertise to skirt tighter capital controls. 

“If it’s too difficult, I’m out,’’ said Mr. Zheng, 66, a retired civil servant in Shanghai who 

declined to give his first name to avoid attracting regulatory scrutiny. He may abandon a 2.4 

million yuan ($348,903) home purchase in western Melbourne, even after shelling out a 300,000 

yuan deposit last August. He’s due to make another big payment next month. 

In Sydney, developers are facing “big problems” as Chinese buyers pull back, according to 

consultancy firm Basis Point. In London, Chinese citizens who clamored to purchase flats at the 

city’s tallest apartment tower three months ago are now struggling to transfer their down 

payments. In Silicon Valley, Keller Williams Realty says inquiries from China have slumped 

since the start of the year.  

 
“There’s nothing wrong with the technology except the price tag,” said Howard Herzog, a 

senior research engineer who tracks carbon-capture projects at the Massachusetts Institute 

of Technology. “What will make carbon capture and storage move forward is when climate 

rules get tough, and there’s no sense from this incoming administration that they’re going 

to get tough with climate policy.” 
https://www.bloomberg.com/news/articles/2017-01-27/after-2-6-billion-writedown-clean-coal-

giant-set-for-opening  

The Kemper project was conceived during a different energy age in the U.S., when natural gas 

prices were rising and the fuel was thought to be becoming scarce. “Nobody could have 

predicted when this plant was first ordered” that fracking would lead to plentiful gas supplies and 

low prices, Southern Chief Executive Officer Tom Fanning said in an interview. 

Kemper’s challenges stem from making a “big bet” on a new technology, Fanning said. In 2010, 

when Mississippi regulators approved the project, only about 10 percent of the engineering had 

been completed, leaving “some bandwidths of uncertainty,” Fanning said. 

According to Southern, the project has created about 1,300 direct and indirect jobs and is 

expected to produce $44.7 million annually in state and local taxes through the first 10 years of 

operation. 

The coal industry has been counting on plants like Kemper to pave the way toward cleaner-

burning technologies. But utilities have been closing coal plants and replacing them with 

cheaper, lower-emitting natural gas. Wind and solar power have also dropped in price. 

“Power-generation technology is bypassing coal,” said Mark Brownstein, vice president of the 

climate and energy program at the Environmental Defense Fund. 

 

Arkansas Governor Asa Hutchinson signed into law on Thursday a bill banning the most 

common abortion procedure employed in the second trimester of a pregnancy, among the 

most restrictive abortion legislation in the United States. 
http://www.reuters.com/article/us-arkansas-abortion-idUSKBN15B0KF  

The law, which takes effect later this year, prohibits dilation and evacuation, a practice that pro-

choice advocates say is the safest method of ending a pregnancy but which supporters of the 

legislation call "barbaric," requiring the "dismemberment" of the fetus. 

 

 

 

https://www.bloomberg.com/news/articles/2017-01-27/after-2-6-billion-writedown-clean-coal-giant-set-for-opening
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"Trade was a big boost to growth in the third quarter, that's going to reverse," said Gus 

Faucher, a senior economist at PNC Financial Services Group in Pittsburgh. "Consumer 

spending, business investment and housing will add to growth, so we will still see a solid 

improvement in the fourth quarter." 
http://www.reuters.com/article/us-usa-economy-idUSKBN15B0E1  

But fourth-quarter GDP data could surprise on the upside after data on Thursday showed a drop 

in the goods trade deficit in December and a jump in wholesale inventories.  

 

The Trump administration cannot cut funds for sanctuary cities' healthcare and education 

while preserving money for police, since those jobs relate more closely to immigration 

enforcement, said Richard Doyle, city attorney in San Jose, California. He said it was not 

clear whether existing federal funding or only future grants would be targeted. 
http://www.reuters.com/article/us-usa-immigration-legal-idUSKBN15B03H  

Supporters of the new Republican president's actions say that sanctuary cities ignore federal law 

and think the White House will be able to answer with a strong case in court. 

Federal law allows Trump to restrict public assistance "of any kind where an illegal alien could 

possibly benefit," said Dale Wilcox, executive director of the Washington-based conservative 

Immigration Reform Law Institute. 

 

"Politicians and military leaders sound increasingly belligerent and defense doctrines more 

dangerous. Commentators and TV personalities are joining the bellicose chorus. It all looks 

as if the world is preparing for war," Gorbachev stated in an opinion piece in Time 

magazine on Thursday. He added that the most pressing challenge we face today is 

reversing the "militarization of politics." 

http://www.cnbc.com/2017/01/27/looks-as-if-the-world-is-preparing-for-war-says-former-soviet-

president-gorbachev.html  

Presidents Donald Trump and Vladimir Putin must unite to spearhead a new resolution banning 

nuclear war, Mikhail Gorbachev, former president of the Soviet Union, has urged. 

 
"Where we see some pretty good opportunity over the course of this year is this notion that 

the U.S. is going to do great, but Europe is going to continue to be in the doldrums," he 

began. 

"We don't think that's realistic because if you think about trade, if the U.S. is trying to do 

less with China and Mexico, who are they de facto going to be doing a lot more with? 

That's Europe, overall one of our largest trading partners," the credit strategist continued. 
http://www.cnbc.com/2017/01/27/europe-assets-primed-to-benefit-from-trumps-protectionist-

policies-wells-fargo-strategist-says.html  

The idea that the U.S. economy will improve over the coming months but not benefit Europe in 

the process doesn't make sense, argued Rosenbaum. 

 

http://www.reuters.com/article/us-usa-economy-idUSKBN15B0E1
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1-Month Libor Set 0.77833 +.00222 (99.22167)     

3-Month Libor Set 1.03900 +.00000 (98.96100)    

6-Month Libor Set 1.35378 -.00305 (98.64622) 

1-Year Libor Set  1.72400 -.00417 (98.27600) 

 

Federal Reserve Target Fed Fund Rate Projections (Median) 

Year Ending   2016    2017    2018  Longer 

Rate    0.60  1.40  2.10  3.00 
 

Federal Reserve Projections 

http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf 

 

Implied Probability of Fed Rate Movement (Futures) 

 

http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf
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EQUITIES  

The S&P is -1 and the NASDAQ is +2. 

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

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

Cap funds.  

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 -0.05%.     
In the UK, yields are mixed with the yield curve flatter.  

BOE Rate +0.23%. 

Next meeting 02/02/17 

 

On the European Continent 

The CAC Index is -0.54%.  

The DAX Index is -0.23%. 
On the Continent, yields are lower with the yield curve flatter.  

ECB Main Refinancing Operations Rate +0.00% 

Deposit Facility Rate -.40% 

Next meeting 03/09/17 

 

ASIA 

Japan:  

The TOPIX closed +0.27%.  

The NIKKEI closed +0.34%. 

In Japan yields are lower with the yield curve flatter. 

BOJ Policy Rate -0.10% 

BOJ Basic Loan rate 0.30%   

Next meeting 01/31/17 

 

China: 

The Hang Seng closed -0.06%.  

The Shanghai Composite Index closed +0.31%. 

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  

 

EDH7:  98-92.5 is the pivot. Below the pivot you should be short, above long.  

Support is at 98-92.5* and 98-88.5**. 

Resistance is at 98-96.0*.  
*Pivot Point is a simple 20-day moving average.  

** 2-STD Deviations from the pivot point.  

Current trend has you short from 98.925 (01/06/16) 

 
YTD -2.5 futures ticks ($25 per tick) or -$62.50 per 1 contract traded. 
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10yr/TYH7:  124-14.0 is the pivot point. Above you should be long, below short. 

Support is at 124-14.0, 123.20.0** 

Resistance is at 125-08.0** 
*Pivot Point is a simple 20-day moving average. 

** 2-STD Deviations from the pivot point 

 

Current trend has you short from 124-10 (1/24/17). 

 
 

   
YTD (2017) -4 futures ticks ($31.25 per tick) or -$125.00 per 1 contract 

traded. 

YTD (2016) +377.5 futures ticks ($31.25 per tick) or +$11,796.88 per 1 

contract traded.  
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The Option Lab 
Long the TYH7 122.5/123/124 broken put fly. 
Long TYH7p 124.0 (this option roughly equates to a yield of 2.46% with a delta of .37) 

Short TYH7p 123.0 (2x) (this option roughly equates to a yield of 2.58% with a delta of .22) 

Long TYH7p 122.5 (this option roughly equates to a yield of 2.64% with a delta of .17) 

Paid 14/64ths ($218.75) per contract. 

TYH7 has 45 days remaining and expire on Feb. 24. 

 
Max payout at a settlement price of 123.00 will net $781.25 per contract (excluding fees).  

Max loss is equivalent to initial premium paid $218.75 (excluding fees). 

 

Strategy settled at 17/64ths (+46.88). 

 

Option Book 2017 YTD realized:  +$0 per 1 contract. 

Option Book 2016 YTD realized:  +$43.75 per 1 contract. 
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US-SWAPS 

IRSB <GO> 
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Handy Links 
Association of American Railroads Rail Traffic Report. 

For the first 3 weeks of 2017, U.S. railroads reported cumulative volume of 736,865 carloads, up 

2.5 percent from the same point last year; and 751,080 intermodal units, down 3.2 percent from 

last year. Total combined U.S. traffic for the first 3 weeks of 2017 was 1,487,945 carloads and 

intermodal units, a decrease of 0.5 percent compared to last year. 

North American rail volume for the week ending January 21, 2017, on 13 reporting U.S., 

Canadian and Mexican railroads totaled 359,088 carloads, up 11 percent compared with the same 

week last year, and 342,843 intermodal units, up 5.8 percent compared with last year. Total 

combined weekly rail traffic in North America was 701,931 carloads and intermodal units, up 

8.4 percent. North American rail volume for the first 3 weeks of 2017 was 1,961,848 carloads 

and intermodal units, up 0.2 percent compared with 2016. 

Canadian railroads reported 79,951 carloads for the week, up 16.2 percent, and 63,635 

intermodal units, up 7.2 percent compared with the same week in 2016. For the first 3 weeks of 

2017, Canadian railroads reported cumulative rail traffic volume of 400,755 carloads, containers 

and trailers, up 4.9 percent. 

Mexican railroads reported 16,641 carloads for the week, down 4.5 percent compared with the 

same week last year, and 11,405 intermodal units, down 0.9 percent. Cumulative volume on 

Mexican railroads for the first 3 weeks of 2017 was 73,148 carloads and intermodal containers 

and trailers, down 10.5 percent from the same point last year. 

https://www.aar.org/newsandevents/Press-Releases/Pages/2017-01-25-railtraffic.aspx  

 

Weekly Rail Traffic Report and Charts 

For this week, total U.S. weekly rail traffic was 530,299 carloads and intermodal units, up 8.1 

percent compared with the same week last year. 

Total carloads for the week ending January 21 were 262,496 carloads, up 10.7 percent compared 

with the same week in 2016, while U.S. weekly intermodal volume was 267,803 containers and 

trailers, up 5.8 percent compared to 2016. 

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

2016. They included coal, up 22.4 percent to 90,786 carloads; grain, up 16.3 percent to 24,485 

carloads; and miscellaneous carloads, up 12.7 percent to 10,052 carloads. Commodity groups 

that posted decreases compared with the same week in 2016 were petroleum and petroleum 

products, down 17.7 percent to 10,217 carloads; and forest products, down 5 percent to 9,726 

carloads. 

https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2017-01-25-

railtraffic.pdf  
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Monthly Rail Traffic Charts 

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

 

Baker Hughes Summary Rig Count 1/20/2017 

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. 
20 January 

2017 
694 +35 

13 

January 

2017 

+57 

22 

January 

2016 

Canada 
20 January 

2017 
342 +27 

13 

January 

2017 

+92 

22 

January 

2016 

Internation

al 

December 

2016 
929 +4 

Novembe

r 2016 
-166 

Decembe

r 2015 
 

 

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

 

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

Latest forecast: 2.9 percent — January 26, 2017 

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

fourth quarter of 2016 is 2.9 percent on January 26, up from 2.8 percent on January 19. After 

this morning's advance economic indicators release from the U.S. Census Bureau, the forecast of 

the contribution of inventory investment to fourth-quarter growth increased from 0.74 percentage 

points to 0.94 percentage points and the forecast of the contribution of net exports to growth 

decreased from -0.55 percentage points to -0.64 percentage points. 

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

 

NY Fed Nowcast January 20, 2017: Highlights 

The FRBNY Staff Nowcast stands at 2.1% for 2016:Q4 and at 2.7% for 2017:Q1. 

This week’s news had positive impact, moving the 2016:Q4 nowcast up by 0.2 percentage point 

and the 2017:Q1 nowcast up by 0.6 percentage point. 

The largest positive surprise came from industrial production and capacity utilization data. 

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

 

Full report 

https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2017_2

017.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 

 

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

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

  

Labor Department (Weekly Unemployment Claims). 

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

 

 

 

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_2017_2017.pdf?la=en
https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2017_2017.pdf?la=en
http://www.bls.gov/news.release/
http://www.census.gov/manufacturing/m3/
http://www.doleta.gov/ETA_News_Releases/


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. 

St. Louis Fed Labor Market Conditions Index 

December 2016: -0.3 Index Points from 2.1 in November. 

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

 

U.S. Energy Information Administration 

http://www.eia.gov/  

 

Institute for Supply Management 
THE LAST 12 MONTHS 

Month PMI® 
 
Month PMI® 

Dec 2016 54.7 
 
Jun 2016 53.2 

Nov 2016 53.2 
 
May 2016 51.3 

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 

Average for 12 months – 51.5 
High – 54.7 
Low – 48.2 

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

https://research.stlouisfed.org/fred2/series/FRBLMCI
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 as well as 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-third-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-third-quarter.pdf
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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 
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Jeff Bauman 

312-286-0491 
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312-373-5450 

800-367-3650 

© 312-515-6019 
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Rocco Chierici 

312-373-5439 

800-367-3650 

© 312-515-3069 
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Brian Rachwalski 

312-373-5191 

800-367-3349 

© 312-515-3066 
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312-373-5191 

800-367-3349 

© 312-505-6364 
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312-373-5452 

800-367-3650 
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