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The November Employment Report 
The November job market report was a mixed bag.  Nonfarm 

payrolls were in line with expectations, continuing to reflect a 
more moderate pace of job growth in 2016 (although still 
relatively strong).  The unemployment rate fell to 4.6%, the 
lowest since August 2007, but reflecting a drop in labor force 
participation.  Average hourly earnings edged lower, following a 
sharp gain in October, and the trend appears to be more 
moderate than what we saw a month ago.  Strangely, the focus 
is on the factory sector, which accounts for 8.4% of payrolls. 
 

The trend in job growth has remained moderately strong this 
year, albeit slower than last year.  Private-sector payrolls rose 
1.7% y/y in November, while manufacturing jobs fell 0.4% y/y.  
That weakness reflects the energy contraction, sluggish business 
fixed investment, and a slowdown in global economic growth.  

  
Slack in the job market is being reduced, but much remains.  

How much is a key issue for Federal Reserve policymakers.  The 
employment/population ratio is trending higher, but mostly for 
the key age cohort (those aged 25-54).     

  

Average hourly earnings surprised to the downside in 
November, but the underlying trend is trending higher.  
Adjusted for inflation, wage growth has slowed, still providing 
support for consumer spending growth, but less than a year ago.  

  
There’s always a lot more going on under the surface in the 

job market.  Millions of jobs are created and millions are 
destroyed each quarter.  We usually focus on the net job 
figures.  In manufacturing, we’re seeing relatively slow turnover 
in comparison to the 1990s.  If we lost jobs due to NAFTA, we 
also gained enough to offset the impact.  Increased trade with 
China clearly had an impact on U.S. manufacturing activity.  
However, we’ve also seen major impacts from technology 
change, mergers, and increased efficiencies (management of 
inventories, better communications through the supply chain).  

  
Protectionist policies are self-defeating.  Neither side wins in a 

trade war.  Efforts would be better focused on boosting demand 
and enhancing productivity growth.  The Carrier deal (800 jobs 
saved, 1,300 jobs still going to Mexico, a $7 million cost to 
Indiana taxpayers) is not a good blueprint.   
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Treasury Yields Dollar Equities 

 13-wk 26-wk 52-wk 2-yr 3-yr 5-yr 10-yr 30-yr $/Euro $/BP JY/$ CD/$ NASD SPX DJIA 

11/04/16 0.38 0.52 0.62 0.80 0.95 1.24 1.79 2.56 1.112 1.255 103.02 1.341 5046.37 2085.18 17888.28 
11/25/16 0.49 0.62 0.81 1.12 1.41 1.83 2.36 3.01 1.060 1.246 113.17 1.351 5398.92 2213.35 19152.14 
12/02/16 0.48 0.61 0.78 1.11 1.39 1.83 2.40 3.07 1.066 1.273 113.51 1.329 5254.24 2191.97 19170.63 

 

Recent Economic Data and Outlook 
There was a lot of economic data, most of it consistent with 
moderately strong growth in the near term.  However, investors 
remained focused on the outlook for next year (the Trump trade). 
 

 
 
The Fed’s Beige Book described growth from early October to 
mid-November as generally “modest” to “moderate.”  Wage 
growth continued to be described as “generally modest.”  The 
Fed indicated that it would make some changes to the report in 
2017 (making it a more consistent presentation). 
 
The November Employment Report was a mixed bag.  Nonfarm 
payrolls rose by 178,000 (close to expectations), with only a 
small (2,000) net downward revision to the two previous 
months.  Private-sector payrolls rose by 156,000, a 165,000 
average over the last three months (vs. a 229,000 average in 
2015 and 251,000 in 2014).  The unemployment rate fell to 4.6% 
(from 4.9%), as labor force participation edged down.  Average 
weekly hours were unchanged.  Average hourly earnings fell 
0.1%, following a 0.4% rise in October (+2.5% y/y), which 
suggests a seasonal adjustment quirk and a more moderate 
trend in wage growth than was seen a month ago. 
 
The ADP Estimate of private-sector payrolls rose by 216,000 in 
the initial estimate for November.  October was revised to 
+119,000 (from +147,000).  Details suggested some pulling 
forward of seasonal hiring in retail. 
 
Real GDP rose at a 3.2% annual rate in the 2

nd
 estimate for 3Q16 

(vs. +2.9% in the advance estimate).  Real consumer spending 
rose at a 2.8% pace (vs. +2.1% in the advance estimate).  Note 
that exports added 1.2 percentage points to the headline 
growth figure.  Private Domestic Final Purchases (GDP less 
foreign trade, inventories, and government) rose at a 2.1% 
annual rate (revised from +1.6%), up 2.0% from a year ago. 
 
Personal Income rose 0.6% in October (+3.9% y/y), led by a 
0.6% increase in wages and salaries (+4.5% y/y).  Personal 
Spending rose 0.3% (+4.2% y/y), boosted a bit by higher 
gasoline prices (ex-gasoline, sales would have risen 0.2%).  [Note 

that a recent Fed study shows that spending was dampened by 
Hurricane Matthew in a number of states in October, without an 
ensuing catch-up in later weeks]  Adjusted for inflation, 
spending rose 0.1% (+2.8% y/y).  The PCE Price Index rose 0.2% 
(+1.4% y/y), up 0.1% ex-food & energy (+1.7% y/y). 
 
Unit Motor Vehicle Sales fell to a 17.8 million seasonally 
adjusted annual rate in November (vs. 17.9 million in October). 
 
The Conference Board’s Consumer Confidence Index rose to 
107.1 in the initial estimate for November, vs. 100.8 in October 
and 103.5 in November.  Consumers were more positive about 
current business conditions and job availability. 
 
The ISM Manufacturing Index rose to 53.2 in November, vs. 
51.9 in October and 51.5 in September.  Growth in new orders 
was moderate, production picked up, and employment 
continued to advance.  Order backlogs fell modestly (less steep 
than in October).  Input price pressures remained moderate.  
Comments from supply managers were upbeat. 
 
The Chicago Business Barometer rose to 57.6 in November, vs. 
50.6 in October and 54.2 in September.  The headline figure has 
been choppy over the last several months.  Details of the report 
showed better growth in new orders, but a contraction in jobs. 
 
Construction Spending rose 0.5% in October (+4.7% y/y), with 
residential up 1.6% (+4.7% y/y) and nonresidential down 2.1% 
(+4.8% y/y).  Public construction rose 2.8% (-0.6% y/y). 
 
The Pending Home Sales Index edged up 0.1% in the initial 
estimate for October (+1.8% y/y), but that doesn’t reflect the 
rise in mortgage rates since the November 8 election. 
 

Economic Outlook (4Q16): GDP growth near a 2.0% annual rate, 
restrained by a pullback in soybean exports. 
 
Employment:  The pace of job growth has slowed in 2016, but 
remains relatively strong (likely restrained by a tighter job 
market).  Job destruction remains limited.  
Consumers:  Some loss of spending due to bad October 
weather, but generally in good shape.  Wage growth is trending 
moderately higher, but the benefit of low gasoline prices is 
fading.  Attitudes are generally more positive.  
Manufacturing:  Mixed across sectors, but relatively soft overall.  
A strong dollar makes it more difficult for U.S. exporters, but 
helps firms that import raw materials.  
Housing/Construction:  Job growth has remained supportive, 
but higher home prices and rising mortgage rates are a restraint 
for first-time buyers.  Tax cuts are expected to help fuel the 
demand for vacation homes and second homes in 2017.  
Prices:  Ex-food & energy, the PCE Price Index has continued to 
trend below the Fed’s 2% target.  There is little inflation in 
consumer goods.  Inflation in consumer services has been 
boosted by higher rents.  Wage gains are moderate, but rising. 

Interest Rates:  The Fed remains in tightening mode, but is 
expected to proceed cautiously as it normalizes policy.   
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This Week:     forecast last last –1 comments 
Sunday   Italy Votes     how much is baked into the markets? 
         Monday 12/05 10:00 ISM Non-Manf. Index Nov 55.8 

 
54.8 57.1 moderately strong 

         Tuesday 12/06 8:30 Trade Balance, $bln Oct -42.2 -36.4 -40.5 wider (a drag on 4Q16 GDP growth) 
     goods only  -63.2 -57.5 -60.1 soybean exports down, imports up 
  8:30 Productivity (revised) 3Q16 +3.3% -0.2% -0.6% +3.1% in the preliminary estimate 
   Unit Labor Costs  +0.1% +3.9% -0.3% +0.3% in the preliminary estimate 
  10:00 Factory Orders Oct +2.7% +0.7% +0.4% durable goods reported up +4.8% 
         Wednesday 12/07 10:00 JOLTS: hiring rate Oct NF 3.6% 3.6% trend has flattened 
   JOLTS: quit rate  NF 2.1% 2.1% moderate 
  10:00 BOC Policy Decision     no change 
         Thursday 12/08 7:45 ECB Policy Decision     expected to extend QE 
  8:30 Jobless Claims, th. 12/03 253 268 251 a bit noisy, but a low trend 
  10:00 Quarterly Services Survey 3Q16    potential adjustments to GDP estimate 
         Friday 12/09 10:00 UM Consumer Sentiment m-Dec 94.4 93.8 87.2 feeling pretty good at this point 
         Next Week:         
         Monday 12/12 11:30 Treasury Note Auction     3-year notes 
  1:00 Treasury Note Auction     10-year notes 
         Tuesday 12/13 6:00 Small Business Optimism Nov NF 94.9 94.1 should be trending higher 
  8:30 Import Prices Nov NF +0.5% +0.2% seen slightly higher (oil) 
     ex-food & fuels  NF -0.1% -0.1% still mild deflationary pressure 
  1:00 Treasury Bond Auction     30-year bonds 
         Wednesday 12/14 8:30 Producer Price Index Nov +0.1% 0.0% +0.3% mixed food & energy prices 
     ex-food & energy  +0.1% -0.2% +0.2% mild old core 
     ex-f, e, trade services  +0.1% -0.1% +0.3% mild new core 
  8:30 Retail Sales Nov +0.5% +0.8% +1.0% unit auto sales edged a bit lower 
     ex-autos  +0.6% +0.8% +0.7% gasoline prices to add a little 
     ex-autos, bld mat, gasoline  +0.5% +0.6% +0.4% moderate strong core sales 
  9:15 Industrial Production Nov -0.4% 0.0% -0.2% seen lower 
   Manufacturing Output  -0.4% +0.2% +0.2% aggregate manufacturing hours fell 0.5% 
   Capacity Utilization  74.8% 75.3% 75.4% no bottleneck inflation pressures 
  10:00 Business Inventories Oct -0.3% -0.1% +0.2% seen leaner 
  2:00 FOMC Policy Statement  .50-.75% .25-.50% .25-.50% a 25-basis-point increase 
  2:00 Fed: Summary of Econ Proj     a new dot plot 
  2:30 Yellen Press Conference     still data-dependent 
         Thursday 12/15 7:00 BOE Policy Decision     Brexit risks, but on hold for now 
  8:30 Jobless Claims, th. 12/10 252 253 268 still trending low 
  8:30 Consumer Price Index Nov +0.2% +0.4% +0.3% some seasonal pickup in gasoline 
        year-over-year  +1.6% +1.6% +1.5% steady 
     ex-food & energy  +0.1% +0.1% +0.1% mild core inflation 
        year-over-year  +2.1% +2.1% +2.2% steady 
  8:30 Real Hourly Earnings Nov -0.3% +0.1% 0.0% nominal earnings fell 0.1% 
  8:30 Empire State Manf. Index Dec NF 1.5 -6.8 choppy 
  8:30 Philadelphia Fed Index Dec NF 7.6 9.7 choppy, but moderate in recent months 
  8:30 Current Account, $bln 3Q16 -111.1 -119.9 -131.8 narrower 
  10:00 Homebuilder Sentiment Dec 62 63 63 higher mortgage rates vs. tax cut hopes 
         Friday 12/16 8:30 Building Permits, th.  Nov 1250 1260 1225 still relatively strong (Oct revised up) 
      % change  -0.8 +2.9 +6.3 trend is positive 
   Housing Starts  1235 1323 1054 unwinding October surge 
      % change  -6.7 +25.5 -9.5 watch for revisions 

  
This Week… 
Italy votes on Sunday.  A “no” victory should be mostly baked 
into the financial markets at this point, but the result could be 
used as an excuse.  The ISM Non-Manufacturing Index has some 
potential to surprise, and Tuesday’s international trade data 
should reflect an unwinding of soybean exports (which may 
have added a full percentage point to 3Q16 GDP growth).  U.S. 
investors are likely to remain focused on the economic outlook 
for next year.  However, much of the Trump trade may be 
already factored in, while policy uncertainty is likely to rise. 

Sunday 
Italian Constitutional Referendum – Voters are likely to reject 
the streamlining of the government (which would make it easier 
to get things done).  Prime Minister Renzi said he would resign if 
“no” wins, adding uncertainty to the country’s banking crisis. 

Monday 
ISM Non-Manufacturing Index (November) – The ISM’s other 
survey is a general gauge of the overall economy, but there is a 
fair amount of noise in the numbers.  Watch new orders. 
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Tuesday 
Trade Balance (October) – Exports of soybeans surged in July and 
August, adding about a full percentage point to 3Q16 GDP 
growth.  The advance trade figures for October showed a 
further decline (hence, a subtraction to 4Q16 GDP growth).  

  
Productivity (3Q16, revised) – Should be revised higher 
(reflecting the GDP revision), but the trend is still soft.  

 

Wednesday 
Job Opening and Labor Turnover Survey (October) – Hiring and 
quit rates have been trending at moderately strong levels, 
consistent with further improvement in the job market.  

 

Thursday 
European Central Bank Policy Decision – The ECB’s Governing 
Council is expected to extend its asset purchase program (set to 
end in late March).  
Jobless Claims (week ending December 3) – Seasonal adjustment 
is difficult during this time of year.  However, the underlying 
trend has remained low, consistent with a tight job market.  

 

Friday 
UM Consumer Sentiment (mid-December) – Consumer attitudes 
are likely to have improved further in the initial estimate for 
December.  Unlike the Conference Board’s data, the University 
of Michigan survey does not measure job perceptions directly. 
 

Next Week … 
The mid-month economic data arrive, but the focus is expected 
to be on the Fed.  The Federal Open Market Committee is 
widely expected to raise the federal funds target range.  We’ll 
also get a new dot plot and Chair Yellen will expand on the 
outlook during her press conference. 
 

Coming Events and Data Releases 

December 22 Durable Goods Orders (November) 
Real GDP (3Q16, 3

rd
 estimate) 

Personal Income, Spending (November) 

December 26 Christmas Holiday (markets closed) 

December 27 CB Consumer Confidence (December) 

January 2 New Year’s Day Holiday (markets closed) 

January 6 Employment Report (December) 

January 3 ISM Manufacturing Index (December) 

January 16 MLK, Jr. Holiday (markets closed) 

January 20 Inauguration Day 

February 1 FOMC Policy Decision (no press conference) 

March 15 FOMC Policy Decision, Yellen press conference 

May 3 FOMC Policy Decision (no press conference) 

June 14 FOMC Policy Decision, Yellen press conference 
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