
 

 

DOMESTIC ECONOMIC HEALTH 

In the aftermath of the Presidential election, the Conference Board’s consumer confidence index has 
reached an astonishingly high mark of 125.6 by the end of Q1. Simultaneously, the University of Michigan’s 
household sentiment index declined from 98.5 to 96.9 across the quarter, although it remained well above 
its historical average of 86.0.1,3,4 

 

Factory and service sectors expanded nicely during Q1, according to the Institute for Supply Management. 
The organization’s manufacturing purchasing manager index was at 56.0 in January, 57.7 in February, and 
57.2 in March. Its service sector PMI came in at 56.5 in January and 57.6 in February (the March number 
was not available at this writing). All these numbers indicate solid growth.5,6 

Currently available data shows tepid consumer spending at the beginning of 2017. Personal spending was 
up 0.2% in the opening month of the year and 0.1% in February. Consumer incomes rose 0.5% in January, 
then 0.4% in February. Households sent headline retail sales 0.6% higher in January, but only 0.1% a month 
later. There were gains in durable goods orders in January (2.3%) and February (1.7%).3,7  

January’s Department of Labor jobs report showed the headline jobless rate at 4.8% and the U-6 rate 
measuring underemployment at 9.4%; a month later, those unemployment rates were respectively lower at 
4.7% and 9.2%. Hiring was strong in both January and February, with 238,000 net new jobs added to 
payrolls in the first month and 235,000 net new jobs added in the second.8All this data encouraged the 
Federal Reserve to make its first interest rate move of the year. On March 15, it announced a widely 
expected, quarter-point hike, taking the federal funds rate to a target range of 0.75-1.00%. As Fed chair 
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Janet Yellen told the media after the policy announcement, “The simple message is, the economy is doing 
well.” Two incremental rate increases are still projected before the year ends.9  

GLOBAL ECONOMIC HEALTH 

In late March, the United Kingdom formally triggered Article 50 of the Lisbon Treaty – the beginning of 
Brexit, if you will. It now has until April 2019 to negotiate the terms of its departure from the European 
Union. The negotiations will begin this month.11,12    

Looking at broader Europe the jobless rate stood at 9.5% as of February, a low unseen since May 2009. 
Eurostat estimated an inflation rate of 1.5% for the euro area for March, an 0.5% decline from February.11,12         

Asia-Pacific manufacturing purchasing manager indices improved as Q1 ended, with China’s official PMI 
advancing 0.2 points to 51.8 in March for its best reading since April 2012. Japanese and Indian factory 
activity also accelerated in March, with India’s PMI hitting a 5-month high.13,14 

The United States left the Trans-Pacific Partnership during the quarter, leaving Asia-Pacific nations seeking 
a regional trade pact to move to Plan B. The Regional Comprehensive Economic Partnership, a new free 
trade agreement, now in negotiation, would bring China, Japan, and India into an economic accord with 13 
other Asia-Pacific neighbors, including some of the region’s poorest nations. 

REAL STATE  

Census Bureau data showed new home sales rising 5.3% in January and another 6.1% in February. Resales 
wavered, increasing 3.3% for January and decreasing 3.7% the next month, according to the National 
Association of Realtors.3  

Existing home sales were up 5.4% in the year ending in February; new home sales, 12.8%. The median price 
for an existing home in the U.S. was up 7.7% from a year ago at $228,400. The median new home price was 
up at $329,900 as of December, but it had fallen to $296,200 by February.15,16  

Housing starts and building permits went in opposite directions. Starts fell 1.9% in January, then rose 3.0% 
a month later; permits advanced 4.6% for January, but retreated 6.2% in February. NAR’s pending home 
sales index rose 5.5% to 112.3 in February after slipping 2.8% in January.3 

 
OUR VIEW OF THINGS  
 
One of the most dramatic macro developments after the 2008-09 recession has been the steep slowing of 
economic growth in the developed world. Judged by the simple relationships between gross-domestic-
product growth and the change in the unemployment rate, the trend/potential growth rate for the OECD 
World Index was about 2.7% per year from 1997 to 2007. But in the past 10 years, the potential growth rate 
has been an estimated 1.3% per year, one of the steepest declines on record.  
 
How should investors expect this shift in trend growth to impact financial markets? Combined with low 
inflation, long-term nominal earnings-growth expectations should have collapsed after 2007, with perhaps 
lower equity valuations as a consequence. However, this is certainly not what has happened in U.S.  
We argue that falling long-term bond yields might have compensated for falling expected long-term trend 
growth, and that the implied equity risk premium in the U.S. has been roughly moving sideways at 2% to 
3% in this cycle, a level that is not far from historical averages. Before you take comfort from this, however, 
note that the low bond market term risk premiums probably reflect an unsustainably easy monetary policy, 
and that the equity market has perhaps become more interest-rate sensitive than most people realize.  
 



DON’T MISS OUR LATEST BLOG POST: 

 
 

 
 
 
 
 
 

 

 
 
 
CITATIONS 
1- tradingeconomics.com/united-states/consumer-confidence [4/10/17] 
3 - investing.com/economic-calendar/ [3/31/17] 
4 - tradingeconomics.com/united-states/consumer-confidence [4/2/17] 
5 - instituteforsupplymanagement.org/about/MediaRoom/newsreleasedetail.cfm?ItemNumber=30697 [4/3/17] 
6 - instituteforsupplymanagement.org/ISMReport/NonMfgROB.cfm [3/3/17] 
7 - arkansasonline.com/news/2017/apr/01/u-s-consumer-spending-up-0-1-20170401/ [4/1/17] 
8 - equities.com/news/a-strong-jobs-report-and-a-growing-divergence-between-jobs-and-employment [3/10/17] 
9 - marketwatch.com/story/fed-raises-interest-rates-by-a-quarter-point-sees-two-move-moves-this-year-2017-03-15 [3/15/17] 
11 - usatoday.com/story/news/world/2017/03/29/britain-invokes-article-50-4-things-know-brexit/99769996/ [3/29/17] 
12 - ec.europa.eu/eurostat/ [4/3/17] 
13 - seattletimes.com/business/asia-economies-hold-trade-pact-talks-after-trump-dumps-tpp/ [2/26/17] 
14 - reuters.com/article/us-global-economy-idUSKBN1750H4 [3/31/17] 
15 - inman.com/2017/03/22/existing-home-sales-backtrack-in-february-after-january-high/ [3/22/17] 
16 - constructiondive.com/news/new-home-sales-hit-7-month-high-in-february/438768/ [3/23/17] 
17- Barrons [4/10/17] 
 
DISCLOSURES 
 

https://twitter.com/JackBrkichCFP
http://www.jmbfinancialmanagers.com/jmb-finanical-managers-blog/
https://www.linkedin.com/in/jackbrkich3cfp
http://www.jmbfinancialmanagers.com/jmb-finanical-managers-blog/3-essential-questions-to-ask-when-preparing-a-power-of-attorney/


The economic data presented herein was prepared by Peter Montoya Inc., and / or the sources cited herein, and are 
not those of Cetera Advisors LLC. Portions of this material were prepared by MarketingLibrary.Net Inc., and do not necessarily 
represent the views of the presenting party, nor their affiliates. Marketing Library.Net Inc. is not affiliated with any broker or brokerage 
firm that may be providing this information to you. This information should not be construed as investment, tax or legal advice and 
may not be relied on for the purpose of avoiding any Federal tax penalty.  
 
The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks. The NASDAQ Composite Index is 
an unmanaged, market-weighted index of all over-the-counter common stocks traded on the National Association of Securities Dealers 
Automated Quotation System. The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be 
representative of the stock market in general. It is not possible to invest directly in an index. NYSE Group, Inc. (NYSE:NYX) operates 
two securities exchanges: the New York Stock Exchange (the “NYSE”) and NYSE Arca (formerly known as the Archipelago Exchange, 
or ArcaEx®, and the Pacific Exchange). NYSE Group is a leading provider of securities listing, trading and market data products and 
services. The New York Mercantile Exchange, Inc. (NYMEX) is the world's largest physical commodity futures exchange and the 
preeminent trading forum for energy and precious metals, with trading conducted through two divisions – the NYMEX Division, home 
to the energy, platinum, and palladium markets, and the COMEX Division, on which all other metals trade. Additional risks are 
associated with international investing, such as currency fluctuations, political and economic instability and differences in accounting 
standards.  
 
This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of 
future events, or a guarantee of future results. Past performance is no guarantee of future results.  Investments will fluctuate and when 
redeemed may be worth more or less than when originally invested. All information is believed to be from reliable sources; however 
we make no representation as to its completeness or accuracy. All economic and performance data is historical and not indicative of 
future results. Market indices discussed are unmanaged. Investors cannot invest in unmanaged indices. The publisher is not engaged 
in rendering legal, accounting or other professional services. If assistance is needed, the reader is advised to engage the services of a 
competent professional. 


