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Macroeconomic 
Insights & Analysis 

The economic data released this past week 
had little effect on the below-trend, but 
steady, growth narrative in the United States.  

On the positive front was the Fed Beige Book, 
which was released last Wednesday (Sept. 7). 
This report compiles economic data from each 
of the Federal Reserve Bank’s 12 districts. The 
current findings reveal that U.S. economic 
expansion is continuing at a “moderate” pace, 
while the labor market continues to have 
positive momentum.  

Not all was well on the economic front, 
however. The Institute for Supply 
Management (ISM) Non-Manufacturing Index, 
which is used to assess economic activity in the 
services sector, unexpectedly fell to its lowest 
level in over six years. While one data point 
does not constitute a trend, continued 
weakness in this economic measure could 
signify that the expansionary phase of this 
business cycle is ending. 

ISM Non-Manufacturing Index 
2006 – 2016 (Monthly Level) 

 

 
Source: FactSet, Inc. 

The markets will be anxiously awaiting the 
Federal Open Market Committee (FOMC) and 
Bank of Japan meetings scheduled for Sept. 21, 
to get further insights into the direction of 
global monetary policy. 

Equity Markets 

The equity markets finally broke out of a 
narrow trading range and fell over 2% on 
Friday (Sept. 9). The bout of downside 
volatility was the most significant since the 
aftermath of the Brexit vote in June.  

Friday’s comments by Federal Reserve Bank of 
Boston President Eric Rosengren were 
interpreted by the markets as meaning that a 
September rate hike might still be on the table. 
That news prompted a sell-off in global equity 
markets. 
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While the equity sell-off was broad-based, 
sectors that are often perceived as more 
“defensive” in nature (e.g., Utilities and 
Telecom Services) experienced the most 
significant declines. While this may seem 
counterintuitive, these sectors can be more 
sensitive to potential changes in interest rates.  

Fixed Income Markets 

The U.S. Treasury yield curve steepened on the 
week. Uncertainty around future monetary 
policy actions by the European Central Bank 
and hawkish comments from a member of the 
Fed triggered a modest sell-off in long-dated 
treasuries.  

The 30-year U.S. Treasury yield increased 11 
basis points (.11%) and ended last week at 
2.39%, while the two-year dropped a basis 
point (.01%) and ended the week at .78%. 

The market is pricing at nearly 60% odds that 
the Federal Reserve will raise interest rates 
before the end of the year, roughly in line with 
last week’s odds. A weaker-than-expected ISM 
Non-Manufacturing report on the heels of the 
previous week’s ISM Manufacturing report 

that suggested a contraction in non-services 
business activity was not enough to deter 
investors’ expectations.  

Credit spreads widened on the week, mostly 
following Friday’s weak equity performance. 

Our Take 

As previously stated, we believe the U.S. 
equity markets are reasonably valued. 
However, we think that for the equity multiple 
(the price investors are willing to pay for a 
dollar of earnings) to expand further, there 
must be an acceleration in corporate profits, 
which have stagnated over the past two years.  

An unexpected rate hike at the FOMC meeting 
later this month could create a more volatile 
market backdrop for equities as we head into 
the fall.   

On the fixed income side, we believe 
remaining neutral as to duration and reducing 
exposure to credit makes sense, given the 
potential for a Fed rate hike in conjunction 
with the current length of this economic 
expansion. 

 

 

BMT in the Press 
 
Bryn Mawr Trust professionals are regularly sought after by the media for their insights on financial 
matters. The following is a highlight from the past week; please visit our website for a link to the 
article. 
 
Nasdaq Posts All-Time Closing High as Stocks 
Shrug Off Dismal ISM Data (9/6/2016) 
CNBC.com sought expert insight from Ernie 
Cecilia, Chief Investment Officer at BMT, about 
the factors affecting market movements. Ernie 

explained that his team monitors a variety of 
indicators, including economic data and 
mergers and acquisition trends, to determine 
areas of potential value.  
 

http://www.cnbc.com/2016/09/06/us-markets.html
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The views expressed herein are those of Bryn Mawr Trust as of the date above and are subject to change based on market 
conditions and other factors. Past performance is no guarantee of future results. This publication is for informational purposes 
only and should not be construed as a recommendation for any specific security. Information has been collected from sources 
believed to be reliable but have not been verified for accuracy.  

Securities and insurance products: (1) are not bank deposits; (2) are not insured or guaranteed by the FDIC or any other 
government agency; (3) are not obligations of, or guaranteed by, any financial institution; and (4) involve investment risks, 
including the potential for fluctuations in investment return and the possible loss of principal. 

By clicking on the link above, you will be directed to a website that is not operated or controlled by Bryn Mawr Trust. Bryn 
Mawr Trust is not responsible for the content on or availability of the linked website. Bryn Mawr Trust does not endorse or 
guarantee any products or services made available on the linked website and makes no representation or warranty regarding 
the accuracy of the information contained on the linked website. If you have any questions or concerns about the information 
provided on the linked website, please contact that third party directly. 
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