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FEATURED ECONOMIC INDICATOR
Higher LIBOR Rates Benefit Investors

RECENT NEWS
Fed Makes Case in Jackson Hole

The London Interbank Offered Rate (LIBOR), which measures the cost of short-
term interbank borrowing, has been rising.  While that measure spiked during 
the financial crisis due to credit concerns, the recent rise in LIBOR rates appear 
very different. Changes in SEC Rule 2a7 have caused investment fund balance 
movement from prime to government money-market mutual funds. This has 
caused money funds to reduce their holdings of bank debt, therein pressuring 
LIBOR rates higher. As bank credit risk has declined and capital buffers have 
increased, fundamental credit quality remains very sound. Investors that have 
certificates of deposit or obligations tied to the LIBOR rates have benefitted 
materially from this move to higher levels.
Source: Bloomberg, Wall Street Journal

Source: Bloomberg

Fed Chair Janet Yellen spoke at a Federal Reserve symposium in Jackson Hole on 
August 26. During her speech, which was largely focused on tools available to 
the Fed in a future economic downturn, she also made a case for an increase in 
the federal funds rate in the weeks or months ahead. She cited “solid” consumer 
spending and a job market rebound after a spring slowdown. The futures market 
currently places a 58% probability for a raise in rates by December. We believe the 
Fed is likely to increase monetary policy once more in 2016.

Event
Event 
Date Survey Actual

Prior / 
Revised (R)

Consumer Price Index 
(YoY) 08/16/16 JUL 0.9% 0.8% 1.0%

Core CPI (YoY) 08/16/16 JUL 2.3% 2.2% 2.3%

New Home Sales 08/23/16 JUL 580K 654K 582K (R)

Existing Home Sales 08/24/16 JUL 5.51m 5.39m 5.57m

Durable Goods Orders 
Ex. Transportation 
(MoM)

08/25/16 JUL 0.4% 1.5% -0.3% (R)

Consumer Confidence 08/30/16 AUG 97.0 101.1 96.7 (R)

ISM Manufacturing 09/01/16 AUG 52.0 49.4 52.6

Change in Nonfarm 
Payrolls 09/02/16 180K -- 255K

Unemployment Rate 09/02/16 AUG 4.8% -- 4.9%

Source: www.federalreserve.gov, Bloomberg, Prudent Man Advisors, Inc.

Source: Bloomberg Finance L.P. 9/1/16
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This document was prepared by Prudent Man Advisors, Inc. for clients of the firm and its affiliated PMA entities, as defined below. It is being provided for informational and/or educational 
purposes only without regard to any particular user’s investment objectives, financial situation or means. The content of this document is not to be construed as a recommendation, solicitation 
or offer to buy or sell any security, financial product or instrument, or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy 
would be illegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment. Although the information 
contained in this document has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. It is understood that 
PMA is not responsible for any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any 
kind. 
Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor registered with the 
SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment 
pools and separate accounts. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors (collectively 
“PMA”) are under common ownership.
Securities and public finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, IA, KS, MI , MN , MO , NE, OH, OK, PA, SD, TX and WI. This document is not an offer 
of services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation to purchase or sell securities, 
which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA 
and its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment 
decisions. Additional information is available upon request.
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