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Headlines Galore 

There is no lack of market-driving headlines: 
economic releases, third quarter earnings, an 
anticipated rate hike, and, of course, this week’s 
U.S. elections. 

On the economic front, there were good releases 
last week. Specifically, Personal Income rose 
0.3%, while Spending increased a strong 0.5% 
through Sept. 30. The Institute for Supply 
Management (ISM) Manufacturing Index rose to 
51.9 in October, from 51.5 in September. Third 
quarter non-farm labor productivity rose a 
robust 3.1%, after a revised decrease of 0.2% in 
the second quarter.  

In addition, employment gains were stable, with 
161,000 new non-farm payroll jobs created in 
October. Wages increased at a solid pace of 2.8% 
year-over-year, and the civilian unemployment 
rate dropped modestly to 4.9% from 5.0% the 
prior month, where it has hovered for the last 12 
months. 

U.S. Non-Farm Employment and Unemployment Rate  
10/31/2006 – 10/31/2016 

 
Source: FactSet, Inc. 

Through Friday (Nov. 4), 85% of S&P 500 
companies had reported third quarter earnings. 
Based on data provided by FactSet, Inc., the 
blended growth for earnings has been 2.7%, 
indicating the first quarter-over-quarter increase 
since the first three months of 2015. More 
importantly, in our view, revenues are showing a 
2.6% increase, marking the first rise in revenues 
since the fourth quarter of 2014. 

At the Federal Open Market Committee (FOMC) 
meeting last week, the Federal Reserve held the 
federal funds target range steady at 0.25% - 
0.50%, but set a low bar for adjusting the range 
at its last meeting of the year, which is scheduled 
for Dec. 13-14. After last week’s FOMC meeting, 
the federal funds futures market indicated a 
roughly 80% chance the Fed will raise interest 
rates next month. 

Financial Markets 

Tightening in the U.S. political polls, particularly 
in the presidential race, has created additional 
uncertainty in the financial markets. The recent 
rise in intraday volatility is largely a function of 
this uncertainty, not only at the top of the ticket, 
but also in the Congressional races, particularly 
in the Senate. 

The S&P 500 ended last week lower by about 
1.9%. Friday’s (Nov. 4) red ink marked the ninth 
straight daily decline. The last time the Index 
experienced nine consecutive negative sessions 
was 36 years ago, in December 1980.  
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By way of review, the equity market enjoyed a 
strong July this year and then treaded water 
during August and September. Since the end of 
the third quarter (Sept. 30), the Index has lost 
3.8% on a price basis.  

Year-to-date, the S&P 500 is up 3.88% on a total 
return basis. 

The demand for safe-haven assets increased 
ahead of this week’s elections, as U.S. Treasury 
yields were lower across the yield curve by 5 to 
7 basis points (0.05% to 0.07%). Two-year, 
10-year, and 30-year U.S. Treasury yields ended 
the week at 0.78%, 1.77%, and 2.56%, 
respectively.  

Interestingly, Friday’s U.S. Treasury performance 
came on the heels of October’s labor market 
report that indicated a pickup in wage inflation. 

Our View 

Over the long term, corporate profitability is the 
key determinant of equity prices and valuations.  

In the fixed income markets, we continue to 
center our attention on high-grade issuers within 
the short- to intermediate-term part of the yield 
curve.  

We see volatility continuing at least through the 
first half of this week, driven by the elections and 
initial post-mortem analyses. 

 
 

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.  

Stocks Almost Always Rise Before an Election. Not This Year. (11/3/2016)  
Ernie Cecilia, Chief Investment Officer at BMT, provided analysis of recent market movements in an 
interview with Bloomberg. Ernie drew upon his 30 years of experience in the financial industry to provide 
context behind market fluctuations and commented on investors’ mindset a few days before the U.S. 
presidential election.  
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