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MANUFACTURING CONTINUES TO REBOUND ACROSS THE 
GLOBE, U.S. NEARING FULL EMPLOYMENT?

• U.S. employers added 178,000 new jobs to the economy 
in November and the unemployment rate fell to 4.6%, 
the lowest since August 2007. The headline number was 
largely in-line with expectations, but the jobless rate 
came in below forecast and prior month revisions were 
also negligible. At the same time, signs of rising inflation 
took a breather in November. Average hourly earnings 
declined 0.1% following a sharp, 0.4% increase in October. 
The labor participation rate ticked lower during the month 
and this drove the decline in the unemployment rate. As 
the economy nears levels that are consistent with full 
employment, an important focus will be on the quality of 
new jobs being added to the economy.

• Global manufacturing continued to rebound last month 
as the ISM Manufacturing Index hit 53.2 (up from 51.9 in 

SANTA TRUMP
With most of the country in a deep freeze at the moment it is definitely beginning to feel a lot like Christmas. 
Typically, there is a lot of talk about Santa Claus rallying the markets to end the year, but evidently not even old 
St. Nick is immune from the ethos of the moment, trumped in his own season by the new President–elect. Some 
may bristle at the notion (and this month’s title) that something so traditionally synonymous with the season and 
beyond reproach would be mixed with something, well, not so much. The markets, however, don’t quite see it 
that way. Santa Claus “exists” in many countries other than the U.S. and as a result, whatever you call him, he 
is largely an ecumenical figure. The response in the equity markets the last 6 weeks, however, has not been quite 
as broad – based. U.S. equity markets have been meteoric since the election, but non-U.S. equity markets have 
continued to lag pretty dramatically, in part due to the rally in the dollar. The Fed finally did raise rates consistent 
with expectations, but its announcement of an accelerated pace of further increases may be considered a slight 
surprise. Taking all of this into context, we are left with no choice than to suggest that Santa Claus join Hillary and 
the field of GOP presidential candidates in the back seat, as this year, like a lot of things, the market rally seems 
to belong to the incoming President. After writing this, we may be due for some coal in our stockings, but on the 
bright side, with the telegraphed energy policies of the inbound administration, even coal isn’t what it used to be. 

We wish you all a happy holiday season and a healthy and prosperous New Year.

October). The U.S. manufacturing sector expanded above 
expectations in November led by solid gains in new orders 
and production. Manufacturing in China continued to 
shows signs of stabilization in November with better than 
expected results from the official state and Caixin PMI’s. 
The official state PMI reading of 51.7 was the highest 
since July 2014 and the Caixin reading of 50.9 beat the 
50.8 forecast. The JP Morgan Global Manufacturing PMI 
hit a 27-month high in November. 

• Economic data in China have stabilized and even shown 
signs of accelerating in recent weeks led by the rebound 
in manufacturing. China’s October PPI rose 1.2% in 
October to a near five-year high and October retail sales 
surged 10% year-over-year. The Caixin Services PMI 
increased to 53.1 in November, up from 52.4 in October. 
This was the pace of growth since July 2015, driven by an 
increase in new orders and employment. 
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2017. The glut of oil across the globe should diminish 
and prices should begin to stabilize in the new “normal” 
range that better reflects demand outpacing supply. As 
prices rise, more production, especially from U.S. and 
Canadian shale producers, should come back on line. 
Another thing to watch is OPEC’s record production 
levels. Who knows where prices ultimately shake out 
over the next few years, but we do expect to see periods 
of strong rising and falling price action as commodities 
in general often overshoot with exaggerated moves.

EARNINGS TURN POSITIVE FOR FIRST TIME IN 5 
QUARTERS, LOOKING GOOD FOR 2017
• With the Q3 earnings season nearly in the books, the 

aggregate growth rate for the S&P 500 was 3.1%, well 
above the 2.2% decline projected at the start of the 
quarter. Eight of 11 GICS sectors reported earnings 
growth during Q3 while industrials, materials and 
energy experienced declines. Revenue growth of 2.7% 
was in-line with initial estimates and the Q4 EPS growth 
forecast has come down from 5% to 3% over the past 
few weeks. The analyst community expects earnings and 
revenues to grow 11.4% and 5.7%, respectively, in 2017. 

WILL ITALY DERAIL THE MODEST EUROZONE RECOVERY?
• Eurozone business activity grew at the fastest pace in 

2016 in November as political uncertainty has failed 
to disrupt the modest economic recovery. The Market 
Eurozone PMI rose to 53.9 last month from 53.3 in 
October. New orders and employment were both solid in 
the report and suggest that companies may be staffing 
up in anticipation of further growth. In addition, retail 
sales rose 1.1% M/M in October (+2.4% Y/Y), the largest 
increase since August 2014. Economists expect the 
Eurozone economy to expand 0.4% in Q4 and with core 
inflation steady at 0.8%, the ECB extended its bond-
buying program (at some level) to September 2017. 

• Italian voters overwhelmingly rejected Prime Minister 
Matteo Renzi’s constitutional referendum which was held 
on December 4th. The main objectives of the referendum 
were to significantly reduce the authority of the Senate 
in parliament, to reduce the number of Senators/elected 
politicians in parliament to lower costs, and to introduce 
new pathways for laws to get approved. In all likelihood, 
most voters had limited knowledge of the referendum, 
thus they used the vote as an opportunity to reject 
Renzi’s government. 

• The leadership situation in Italy remains quite fluid, but 
the potential banking crisis has taken center stage. Renzi 

• After months of weakness, U.S. construction spending 
rose 0.5% in October (highest since March 2016). Private 
construction spending fell 0.2%, but public construction 
spending jumped 2.8% and private residential construction 
rose 1.6%. New orders for durable goods jumped 4.8% 
in October driven by the volatile aircraft segment. 
Core capital goods gained 0.2% as business spending 
continued to muddle along at a muted growth rate. 

OPEC FINALLY AGREES TO CUT PRODUCTION,  
PRICES JUMP
• After several failed attempts, OPEC finally ironed out an 

agreement at its 171st meeting to cut crude oil production. 
The agreement sets a production ceiling of 32.5 mb/d, 
representing a 1.2M barrel per day production cut, effective 
January 1, 2017. In addition, an understanding was reached 
with key non-OPEC countries including Russia that results 
in a reduction of an additional 558,000 barrels per day of 
production. A majority of OPEC countries will participate in 
the deal although Saudi Arabia is projected to cut 500,000  
barrels per day. 

• Oil prices have jumped since the deal was announced 
and experts believe the proposed cuts could take the 
market from oversupplied to undersupplied in early 

Source: JP Morgan, HIS Markit

JPMorgan Global Manufacturing PMI

Source: Reuters, Commerzbank Research 

OPEC Producing at Record Level Ahead of Output Cut
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agreed to delay his resignation until the country’s 2017 
budget is approved, but Banca Monte dei Paschi di Siena 
was told to prepare for a state bailout (needs to raise 
€5B) as potential investors may pull out of a proposed 
recapitalization. There is a risk of contagion to other 
Italian banks and in general, the Eurozone finds itself in 
the midst of another mess where politics, the ECB and 
the banks are entwined. 

CONSUMPTION DRIVING THE U.K., EXPORTS  
FUELING JAPAN
• Retail sales surged 1.9% in the U.K. to a 14 year high 

with strong broad based gains led by footwear and 
clothing. Core inflation unexpectedly declined from 1.5% 
in September to 1.2% in October. Inflation is in check 
across the U.K. so the Bank of England should remain 
accommodative for the foreseeable future. 

• Japan’s economy expanded at a 2.2% annualized clip 
(+0.5% Q/Q) in Q3, well ahead of expectations and 
the initial reading of +0.8%. While this stronger than 
expected report should provide some support for Prime 

MARKET REVIEW
U.S. equity markets were off to the races in November following Trump’s shocking U.S. Presidential triumph. 
The U.S. dollar spiked higher following the election and this resulted in losses for global equities and global fixed 
income. U.S. equities far outpaced developed and emerging market equities during the month and the strong 
dollar was a major headwind for U.S. based investors. The S&P 500 gained 3.7% in November, but the real story 
was the small cap focused Russell 2000 which surged 11.2%. The S&P 500 has risen 9.8% YTD while the Russell 
2000 has jumped 18%. Value handily beat growth during the month and returns were better as you moved 
down the market cap spectrum.  The MSCI EAFE Index rose 1.2% in local currency terms, but dollar appreciation 
translated into a 2% decline for U.S. investors. The dollar and rising interest rates sent emerging market equities 
and debt lower with the MSCI EM Index shedding 4.6% during the month while EMD (local) lost 7%. Rates across 
the globe spiked higher in November as investors priced in Trump’s pro-growth agenda that should lead to higher 
levels of inflation. The move from 1.8% to 2.4% in the 10-Year Treasury was negative for all core fixed income and 
municipal bonds. The Barclays Aggregate shed 2.4% in November while munis (-3.7%) were particularly hard hit 
by rising rates, stronger issuance, and outflows from the asset class. High yield and bank loans continued to benefit 
from some modest spread tightening in November despite the carnage that took place in most other fixed income 
sectors. High yield lost 0.5%, but bank loans actually rose 0.3%. The selloff in global bonds had a significant impact 
on the Barclays Global Aggregate that fell 4% during November. Hedge funds advanced in November, as Trump’s 
victory drove expectations for renewed growth, infrastructure spending and reduced regulation. The HFRI Fund 
Weighted Composite rose 0.9% while the HFRI Equity Hedge gained 1.5%. Real assets posted mixed results in 
November as rising rates hurt real estate, but the equity rally and rising inflation expectations fueled gains in MLPs 
and commodities. After a strong start to the year, real estate lost 2.2% last month. MLPs gained 2.3% in November, 
bringing the YTD gain to 13.3%. Commodities rose 1.3% in November and they have gained 13.3% YTD. 

Source: Office for National Statistics 

Retail Sales Growth Remains Strong Across All Categories

Minister Abe’s agenda, it may be a mistake to think that 
the economy has gained momentum. In general, exports 
and strong external demand have compensated for weak 
domestic demand and soft business spending. The yen has 
weakened substantially over the past few weeks so this 
should continue to stimulate exports and alleviate some 
pressure on the BoJ to introduce more monetary stimulus.  
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November 30, 2016 MTD (%) QTD (%) YTD (%) 1 YEAR (%) 3 YEAR (%) 5 YEAR (%) 10 YEAR (%)

Fixed Income Indices

BarCap Municipal -3.73 -4.74 -0.92 -0.22 3.64 3.43 4.09

BarCap US Aggregate Bond -2.37 -3.11 2.50 2.17 2.79 2.43 4.27

Barclays US High Yield -0.47 -0.09 15.01 12.11 4.21 7.53 7.37

Barclays Global Aggregate -3.97 -6.64 2.56 3.10 -0.23 0.44 3.20

JPM GBI-EM Global Diversified -7.03 -7.82 7.92 5.52 -4.87 -1.94 3.86

Equity Indices        
DJ Industrial Average 5.88 5.04 12.62 10.91 8.62 12.51 7.38

S&P 500 3.70 1.81 9.79 8.06 9.07 14.45 6.89

NASDAQ Composite 2.59 0.22 6.32 4.21 9.45 15.23 8.15

Russell 1000 3.94 1.92 9.99 8.01 8.88 14.45 7.02

Russell 1000 Growth 2.18 -0.22 5.77 4.22 9.13 14.14 8.24

Russell 1000 Value 5.71 4.08 14.48 12.02 8.60 14.69 5.70

Russell Mid Cap 5.39 2.05 12.52 9.50 8.57 14.43 7.74

Russell 2000 11.15 5.87 18.00 12.08 6.45 13.98 6.81

Russell 2000 Growth 8.95 2.18 9.82 4.58 5.29 13.38 7.59

Russell 2000 Value 13.27 9.55 26.52 19.85 7.52 14.50 5.92

HFRI Equity Hedge 1.45 0.64 4.83 3.62 2.34 5.15 3.00

MSCI World 1.49 -0.45 5.59 3.77 4.29 10.51 4.38

MSCI ACWI Ex USA -2.30 -3.69 2.36 0.46 -1.87 4.71 1.47

MSCI EAFE -1.98 -3.98 -1.86 -3.17 -1.77 6.10 1.19

MSCI EAFE Small Cap -2.80 -5.55 -0.32 0.43 2.27 9.87 3.34

MSCI Emerging Markets -4.60 -4.36 11.28 8.86 -2.75 1.34 2.60

MSCI Frontier Markets -1.77 -2.15 0.40 0.11 -1.86 4.76 0.10

Real Assets        
FTSE NAREIT Composite -2.19 -6.92 4.93 6.11 11.16 11.78 3.95

Alerian MLP 2.30 -2.25 13.33 9.28 -6.64 2.51 7.77

DJ UBS Commodity 1.33 0.84 9.79 6.40 -11.42 -9.97 -6.19
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