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THE WEEK IN REVIEW
U.S. stocks took a step backwards in the first week of November. After
closing in negative territory on Friday, the S&P 500 Index extended its losing
streak to nine consecutive days – the longest string of negative days since
2008. All three major U.S. stock averages declined between 1.5% and 2.5% as
election polls indicated a much closer U.S. presidential election than was
expected just several weeks ago. U.S. Treasury bond yields declined and
prices advanced amid increased uncertainty. U.S. crude oil prices suffered
their largest weekly decline since January to below $45 a barrel following
reports suggesting disharmony amongst OPEC member nations related to
production quotas.

ECONOMIC INDICATOR

The last heavy week of third quarter corporate earnings season saw 132 (or
26%) of S&P 500 companies report third quarter results, with 92 (or 70%) of
those surpassing Bloomberg consensus earnings estimates. About 80%
through earnings season (404 S&P 500 Index companies have reported as of
Friday, November 4), 75% of companies have reported better-than-expected
earnings per share, while 55% of companies have reported better-thanexpected sales.

INDEX

U.S. employers added 161,000 jobs to the economy in October according the
Bureau of Labor Statistics, which fell slightly short of economists’
expectations of 175,000 jobs. The October miss was offset by more jobs
added in August and September than earlier estimates indicated. These
“upward revisions” totaled 44,000 between August and September, bringing
the 3-month average to 176,000. This level has historically been associated
with modest economic growth. The devil is in the details, however, as the
October numbers showed a loss of 9,000 manufacturing jobs which brings
the total number of U.S. manufacturing jobs lost in 2016 to 66,000 according
to Bloomberg. Highlighting the losses of U.S. manufacturing jobs has been a
key topic for Trump candidacy; a Trump aide announced that it was a
“disastrous report” following the release. Hillary Clinton, on the other hand, is
pointing to the continued growth of the overall economy following the
release, as the unemployment rate declined to 4.9% in October.
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Mortgage Applications
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44.6
$25.873B
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Price returns as of the last available closing data. Source data: Bloomberg and
Morningstar are believed to be correct but not verified.

Perhaps the highlight of Friday’s labor market data release was the
acceleration of wage growth. Average hourly wages are up 2.8% year over
year, which is the largest jump in seven years. This is indicative of a more
competitive labor market, which may give the recent jobs report more
validity. Many economists point to this data as a clear path for the fed funds
rate hike in December as it was viewed as a positive by most. According to
Bloomberg, traders place a 74% probability that the U.S. Federal Reserve will
hike benchmark interest rates in December. This reading has increased from
69% since October 28.
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