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Market Week: December 19, 2016
The Markets (as of market close December 16, 2016)
The fallout from the increase in the federal funds rate saw bond yields rise, with the yield on 10-year
Treasuries hitting a 2-year high. Bond prices tend to fall (and yields rise) when interest rates increase.
Lender rates from financial institutions are also expected to climb, pushing consumer loans (e.g., credit
card rates) higher. Interest rates on bank deposits may not rise as quickly, however. Equities closed last
week with little change in value from the week before. Of the indexes listed here, only the Dow posted a
gain, marking the sixth consecutive week of gains for that index. The remaining indexes fell marginally,
except for the Russell 2000, which dropped 1.71%.

The price of crude oil (WTI) increased last week, closing at $52.03 per barrel, up from the prior week's
closing price of $51.48 per barrel. Gold (COMEX) remained volatile as its price fell again last week, closing
at $1,136.80 by late Friday afternoon, down from the prior week's price of $1,161.40. The national average
retail regular gasoline price increased to $2.236 per gallon on December 12, 2016, $0.028 more than the
prior week's price and $0.199 higher than a year ago.

Market/Index 2015 Close Prior Week As of 12/16 Weekly Change YTD Change

DJIA 17425.03 19756.85 19843.41 0.44% 13.88%

Nasdaq 5007.41 5444.50 5437.16 -0.13% 8.58%

S&P 500 2043.94 2259.53 2258.07 -0.06% 10.48%

Russell 2000 1135.89 1388.07 1364.40 -1.71% 20.12%

Global Dow 2336.45 2551.65 2542.35 -0.36% 8.81%

Fed. Funds
target rate

0.25%-0.50% 0.25%-0.50% 0.50%-0.75% 25 bps 25 bps

10-year
Treasuries

2.26% 2.46% 2.59% 13 bps 33 bps

Chart reflects price changes, not total return. Because it does not include dividends or splits, it should not
be used to benchmark performance of specific investments.

Last Week's Headlines
• As expected, the Federal Open Market Committee raised the target range for the federal funds rate to

0.50%-0.75%. This is an increase of 0.25% — the first such increase since last December. In its press
release, the Committee cited continued strengthening of the labor market and expanding economic
activity as reasons for increasing the federal funds rate. The Committee noted that job gains are solid
and the unemployment rate has declined. Household spending has been rising moderately, but business
fixed investment has remained soft. While inflation has increased since earlier in the year, it remains
below the Committee's 2.0% longer-run objective, partly reflecting earlier declines in energy prices and
in the prices of non-energy imports. FOMC forecasts project three rate increases in 2017, with the
median federal funds rate anticipated to be 1.4% by the end of 2017, 2.1% by the end of 2018, and
2.9% by the end of 2019. Ultimately, as Chair Janet Yellen noted, "In making our policy decisions, we
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will continue — as always — to assess economic conditions relative to our objectives of maximum
employment and 2 percent inflation. As I have noted on previous occasions, policy is not on a pre-set
course."

• Pushed by increases in housing and gasoline, the Consumer Price Index rose 0.2% in November over
the prior month. Over the last 12 months, the CPI has risen 1.7%. The gasoline index increased 2.7% in
November following a 7.0% jump in October. The index for all items less food and energy increased
0.2% in November and has increased 2.1% over the past 12 months. Indexes that rose faster over the
last year included motor vehicle insurance (6.7%), medical care (4.0%), and shelter (3.6%).

• Consumer retail purchases slowed in November, despite Black Friday and the stock market surge.
Some have suggested that slow sales in the early part of the month were due to cautious consumers
who were awaiting the results of the presidential election. Advance estimates of U.S. retail and food
services sales for November were $465.5 billion, an increase of 0.1% from the previous month, and
3.8% above November 2015. Retail trade sales were virtually unchanged from October 2016, but are up
3.6% from last year. Nonstore (online) retail sales were up 11.9% from November 2015, while health
and personal care store retailers were up 6.2% from last year. Department store sales fell 6.4% from last
November, and appliance and electronic store sales dropped 3.8% over the same period. The latest
figures also suggest that online retailers are snagging more of the holiday purchases.

• Producer prices increased 0.4% in November, according to the Bureau of Labor Statistics' Producer
Price Index. The index is up 1.3% for the last 12 months — the largest gain since the 1.3% increase over
the 12 months ended November 2014. Prices less foods, energy, and trade services moved up 0.2% in
November after edging down 0.1% in October. For the 12 months ended in November, the index less
foods, energy, and trade services climbed 1.8% — the largest rise since advancing 1.8% for the 12
months ended August 2014. Over 80% of the November increase is attributable to a 0.5% increase in
services. A quarter of the November increase in prices for services can be traced to apparel, jewelry,
footwear, and accessories retailing, which advanced 4.2%.

• New home construction retreated in November. According to the latest Census Bureau report, housing
starts fell 18.7% from October's revised estimates. The number of building permits decreased 4.7%.
Compared to November 2015, both housing starts and building permits are down 6.9% and 6.6%,
respectively. Privately owned housing completions in November were 15.4% above the revised October
estimate, with single-family housing completions up 3.3%.

• The latest report from the Federal Reserve shows that industrial production declined 0.4% in November
after edging up 0.1% in October. In November, manufacturing output moved down 0.1% and mining
posted a gain of 1.1%. The index for utilities dropped 4.4%, as warmer-than-normal temperatures
reduced the demand for heating. Total industrial production in November was 0.6% lower than its
year-earlier level. The output of consumer goods decreased 0.5% in November. The production of
consumer durable goods dropped 1.6%, with all of its major components recording decreases. Both
consumer durable goods and its largest major category, automotive products, posted their first declines
since May. Falling industrial output may signal slower consumer and business spending down the road.

• The government deficit expanded by over 200% in November from October — although much of the
difference relates to the timing of payments and receipts. At $136.651 billion, the November deficit
exceeded October's deficit figure by $92.459 billion. Through the first two months of fiscal year 2017, the
deficit sits at $180.843 billion. Compared to the first two months of fiscal year 2016, the deficit actually is
down about $20 billion. November receipts were $199.875 billion and outlays were $336.526 billion.

• U.S. import prices fell 0.3% in November, the U.S. Bureau of Labor Statistics reported last week,
following increases of 0.4% and 0.1% the two previous months. This is the largest monthly decrease in
import prices since the index fell 0.5% in February. The drop in November was primarily led by
decreasing fuel prices (-4.7%). U.S. export prices also declined in November, edging down 0.1%, after a
0.2% increase the previous month.

• In the week ended December 10, the advance figure for seasonally adjusted initial unemployment
insurance claims was 254,000, a decrease of 4,000 from the previous week's unrevised level of
258,000. The advance seasonally adjusted insured unemployment rate increased to 1.5%. The advance
number for seasonally adjusted insured unemployment during the week ended December 3 was
2,018,000, an increase of 11,000 from the previous week's revised level.

Eye on the Week Ahead
Following the Fed's decision to raise interest rates for the first time in a year, several key economic reports
are out this week that may shed some light on the direction of the economy moving forward. This week
includes reports on the gross domestic product, durable goods orders, and consumer personal income and
spending.

Data sources: News items are based on reports from multiple commonly available international news

Key Dates/Data Releases

12/21: Existing home sales

12/22: Durable goods
orders, GDP, income and
outlays

12/23: New home sales,
consumer sentiment
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sources (i.e. wire services) and are independently verified when necessary with secondary sources such as
government agencies, corporate press releases, or trade organizations. Market data: Based on data
reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S. Energy Information
Administration/Bloomberg.com Market Data (oil spot price, WTI Cushing, OK); www.goldprice.org (spot
gold/silver); Oanda/FX Street (currency exchange rates). All information is based on sources deemed
reliable, but no warranty or guarantee is made as to its accuracy or completeness. Neither the information
nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any securities, and
should not be relied on as financial advice. Past performance is no guarantee of future results. All investing
involves risk, including the potential loss of principal, and there can be no guarantee that any investing
strategy will be successful.

The Dow Jones Industrial Average (DJIA) is a price-weighted index composed of 30 widely traded
blue-chip U.S. common stocks. The S&P 500 is a market-cap weighted index composed of the common
stocks of 500 leading companies in leading industries of the U.S. economy. The NASDAQ Composite Index
is a market-value weighted index of all common stocks listed on the NASDAQ stock exchange. The Russell
2000 is a market-cap weighted index composed of 2,000 U.S. small-cap common stocks. The Global Dow
is an equally weighted index of 150 widely traded blue-chip common stocks worldwide. Market indices
listed are unmanaged and are not available for direct investment.

Investment and insurance products and services are offered through INFINEX INVESTMENTS, INC.
Member FINRA/SIPC. Infinex and the bank are not affiliated. Products and services made available
through Infinex are not insured by the FDIC or any other agency of the United States and are not deposits
or obligations of nor guaranteed or insured by any bank or bank affiliate. These products are subject to
investment risk, including the possible loss of value.

NOT FDIC-INSURED. NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY. NOT
GUARANTEED BY THE BANK. MAY GO DOWN IN VALUE.
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