
Friends,  
 
ACCELERATING GDP 
The first reading for 3Q 2016 GDP was released late last week, with the headline number of 2.9% being 
much stronger than most economists predicted.  The biggest growth contributors were consumer 
spending, growth in inventories, and exports.  This is a good report, and should only solidify the 
likelihood of a rate hike later this year.  And in the same vein, October manufacturing activity was 
reported as growing more than expected, with particular strength in the employment segment of the 
survey which should continue to support future consumption.   Also of note: we’re seeing inflation 
increase; it’s only at 1% this quarter, but that compares to 0.3% over the past 12 months.  At any rate, 
it’s difficult to see any signs of recession on the horizon; see the attached GDP and manufacturing 
reports from First Trust for details.   
 
BONDS PULLBACK 
For those that think it’s impossible to lose money in bonds, it’s worth being aware that the last couple of 
months have been a bit rough in the bond market.  According to Wells Fargo Investment Institute, since 
early July we’ve seen a pullback in most bond categories, with the 10-year Treasury dropping about 3%, 
the more broadly diversified Barclay’s aggregate index down about 2%, and the Merrill Lynch high yield 
corporate bond index down about 0.5%.  A couple of observations: not all bonds are created equal; over 
the last few months having credit exposure in your bond portfolio has cushioned some of the decline 
due to interest rate risk.  Also, if we continue to see economic improvement and a rate hike (or hikes) 
become more likely, we might see further weakness due to interest rate risk.  Watch this space.  
 
ELECTION 
With the presidential election less than a week away, all I’ve got to add is: nothing.  I’m just looking 
forward to this election being over.  
 
THE BIG GAME 
While I’m generally not much of a sports fan, I do like statistics.  So for all you baseball fans out there, 
according to MLB, over the last 20 season finales, the team with the best regular season record has 
proven less likely to win the Series; only 20% of the time does the team with the stronger record 
win.  Over that time frame, twice it was the Yankees, and twice the Red Sox.  Considering the Cubs 
victory, this is another example of why you can’t always rely on statistics.   
 
Have a great week! 
 


