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Even with the kickoff of the holiday season and a shortened trading week, markets remain 
worried about Europe’s continuing debt crisis.  There are additional concerns to the overall 
cohesiveness of the Euro-zone generally. All of this has put downward pressure on the euro, 
which has fallen nearly 2% this week, and currently trades around 1.328 dollars per euro.  
Earlier this week, Germany had a failed auction of 10Yr Bunds (their benchmark Treasury 
note), only receiving bids for 65% of the total €6 billion and sending yields higher.  This 
suggests that investors are fearful of Germany, the Euro-zone strongest economy, getting 
entangled in debt burdens created elsewhere in Europe.  Here at home, and partly due to 
safe haven demand, appetite for U.S. debt is very high. This can be seen in the week’s $99 
billion 2Yr, 5Yr, and 7Yr auctions.  Notably, the 2Yr Note saw its highest ever bid-to-cover 
ratio (4.07x), while the 5Yr and 7Yr Notes experienced record low auction yields as well 
(0.937% and 1.415% respectively).  
  
A revised look at Q3 annualized GDP slowed from 2.5% to 2.0%, expanding less than 
economists were expecting (2.5%), as businesses drew down inventories to a greater degree 
than was previously thought.  The silver-lining here might be added growth in the fourth-
quarter as companies bolster their inventories.  Durable goods orders fell less than 
economists were anticipating, as demand for aircraft and business equipment waned.  
Orders less transportation items jumped 0.7%, while capital goods orders for non-defense 
items and excluding aircraft dropped 1.8%, the most since January.  Core personal 
consumption expenditures for the month of October come in as expected, up 0.1%, as too 
did the year-over-year rate, inching up from 1.6% to 1.7%.   
 
Next Friday, economists expect that November payrolls to increase 120,000, while the 
household survey should remain unchanged at 9.0%.  
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Price pressures have been 
relatively tame recently, at 
least for core consumer 
goods.  Core PCE has flirted 
with the 1.6%-1.7% level for 
the past four-months, as 
stagnant wage growth and 
high levels of joblessness 
continue to keep inflation at 
bay.   

Source: Bloomberg, LP 
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