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Monthly Economic Review 
Volatility Strikes Again
Following a tranquil end to the third quarter, market vola-
tility returned with a vengeance in October. Equity markets 
ignored continued positive economic data in the U.S. and 
instead focused on fears of rising interest rates, elevated 
valuations, slowing global growth, and ongoing trade ten-
sions between the U.S. and China. The S&P 500 fell nearly 
7.0% over the month and recorded ten days with a move 
of plus or minus 1.0%, two times more than all of calendar 
year 2017. Despite the surge in volatility during the month, 
U.S. Treasuries traded with a rare positive correlation to 
equities and continued to sell off sending rates higher 
across the yield curve.   

While domestic equity markets stumbled at the start of 
the fourth quarter, the U.S. economy remained on solid 
footing and continues to be a relative bright spot against 
a backdrop of slowing global growth. U.S. Gross Domestic 
Product (GDP) expanded at a faster-than-expected 3.5% in 
the third quarter while labor markets continued to tight-
en. The U.S. added a better-than-expected 250K jobs in 
October and nonfarm payrolls have averaged 209K per 
month year-to-date compared to 180K per month through 
the same period last year. The unemployment rate fell to a 
48-year low of 3.7% and average hourly earnings rose at 
the fastest pace in nearly a decade at 3.1% year-over-year.  

Solid domestic fundamentals and measures of core in-
flation sustaining near or above the central bank’s 2.0% 
target should allow the Fed to raise rates by an additional 
25 basis points at the December FOMC meeting. Pricing in 
the Fed Funds Futures market places the odds of a Decem-
ber rate hike at 75% while market-based expectations for 
2019 remain below the Fed’s dot plot projections.  

Looking ahead to 2019, the Fed will enhance policy trans-
parency and flexibility by holding a press conference 
following each of its policy meetings rather than once a 
quarter in conjunction with its updated forecasts.  
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Treasury Yields
MATURITY 11/9/18 10/11/18 CHANGE

3-Month 2.304% 2.258% 0.045% 

6-Month  2.514%  2.437%  0.077%

1-Year 2.725% 2.647% 0.079% 

2-Year  2.924%  2.848%  0.076%

3-Year 2.993% 2.935% 0.058% 

5-Year  3.035%  3.004%  0.031%

10-Year 3.182% 3.150% 0.032% 

30-Year  3.384%  3.323%  0.061%
Source: Bloomberg

Agency Yields
MATURITY 11/9/18 10/11/18 CHANGE

3-Month 2.355% 2.297% 0.058% 

6-Month  2.482%  2.382%  0.100%

1-Year 2.651% 2.545% 0.106% 

2-Year  2.988%  2.902%  0.086%

3-Year 3.055% 2.981% 0.074% 

5-Year  3.163%  3.106%  0.057%
Source: Bloomberg

Commercial Paper Yields (A-1/P-1)
MATURITY 11/9/18 10/11/18 CHANGE

1-Month 2.270% 2.260% 0.010% 

3-Month  2.610%  2.410%  0.200%

6-Month 2.830% 2.560% 0.270% 

9-Month  2.990%  2.770%  0.220%
Source: Bloomberg

Current Economic Releases
DATA PERIOD VALUE

GDP QoQ Q3’ 18 3.50% 

US Unemployment  Oct ‘18  3.70%

ISM Manufacturing Oct ‘18 57.70 

PPI YoY  Oct ‘18  3.40%

CPI YoY Sep ‘18 2.30% 

Fed Funds Target  Nov. 12, 2018  2.00% - 2.25%
Source: Bloomberg

Data unaudited. Many factors affect performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments. Investment involves risk, including the possible loss of 
principal. No assurance can be given that the performance objectives of a given strategy will be achieved. All comments and discussions presented are purely based on opinion and assumptions, not fact. These assumptions may or may not 
be correct based on foreseen and unforeseen events. The information above is not a recommendation to buy, sell, implement, or change any securities or investment strategy, function, or process. Any financial and/or investment decision 
should be made only after considerable research, consideration, and involvement with an experienced professional engaged for the specific purpose. Past performance is not an indication of future performance. Any financial and/or 
investment decision may incur losses.




