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Chicago may hold a 3-2 advantage over Los Angeles in the National League Championship Series,
but that hasn’t prevented some fans from making preemptive charges of the games being rigged if
the Cubs don’t make it to the World Series. No one wants any outside interference with the
national pastime. While Americans were preoccupied with football season, baseball season, and
Presidential election season, the European Central Bank (ECB) was busy trying to keep the fragile
economy of the European Union afloat at this week’s policy meeting. Disappointed investors had
hoped for clarity from ECB President Mario Draghi on the possible extension and maybe expansion
of the current bond-buying program. Those investors seem to have forgotten that they’re dealing
with a Central Banker.

They may also have forgotten what inflation looks like, but Mr. Draghi maintains that his 2% goal
for that measure should be reached by late 2018 or early 2019. Right. Until then, he can come to
the U.S. and see for himself that our Consumer Price Index (CPI) rose by 0.3% in September, taking
the year-over-year rate to 1.5%. Without food & energy, the “core” rate rose by 0.1% for the
month and stands at 2.2% y-o-y. What a strange world it is when having more inflation than
Europe makes us happy.

No happiness for U.S. homebuilders last month as Housing Starts fell by a whopping 9.0%! Maybe
the weather was just too nice to be building houses, but, maybe next month will look better with a
6.3% rise in Building Permits. Existing Home Sales rose by 3.2% last month; way more than
expected. For the making of things that aren’t houses, the Empire Manufacturing Index came in at
a disappointingly sluggish level of negative 6.8. The meager 0.1% rise in Industrial Production and
the similarly puny (0.1%) rise in Capacity Utilization do not bode well, nor have they, for the
manufacturing sector. On top of that, the Philadelphia Fed Business Outlook Index fell to 9.7 from
12.8. On the plus side, kind of, Real Average Weekly Earnings grew by 0.8% last month.

This week’s published data, has done little to either support or undermine the prospect of a
December change to monetary policy. The probability implied by Fed Funds Futures, though, gives
that a slightly better than two-in-three chance of occurring. The Treasury market has been little
affected by either this week’s economic news nor the growing possibility of a rate hike. No leaks
from the Fed!

For next week, market participants will be anxious to see what the recently ended third quarter
looked like. The Bureau of Economic Analysis is expected to report that GDP grew by 2.5% in Q3,
or almost double that of Q2. We hope they’re right. As for the Cubs, there’s one good way to put
an end to any rumors of game-rigging; hit ‘em where they ain’t!
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While recent gains in 
hourly earnings have been 
encouraging, this inflation 
adjusted measure of 
weekly compensation for 
all employees, while 
growing, doesn’t paint as 
bright a picture as most 
would like.
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