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“Have a great summer!”  Wow, the ultimate yearbook let down.  When I read that, I felt like that person really didn’t put forth the 
effort, or really didn’t know me.  I feel like that right now, looking at the economic data vis á vis the markets and the current 
government vis á vis my expectation of leadership.    
 
Trailing economic data out this week still point to an expansion: initial jobless claims were lower than expectations, 216k versus 
226k; CPI Year over Year came in at 1.9%, in line with the market; Real Average Hourly Earnings Year over Year increased to 1.1% 
versus the prior 0.8%.  Hope remains for the continued, albeit slowly paced, expansion in GDP for the near term. 
 
So, what are the markets thinking?  What do they see that the data is not telling us?  First, the continuation of lower forecasted 
corporate earnings which began in December and really came to the forefront with Apple.  This exacerbated the fears associ-
ated with the current trade war with China.  Any company with earnings risk exposure to China saw valuations come under 
pressure over the past two weeks.  Secondly, the continued misunderstanding of what the Federal Reserve is going to do.  Over 
the past week, Chair Powell made a concerted effort to allay any fears that the FOMC ignores indications from the equity mar-
kets.  He communicated to the public that the FOMC is listening and will act patiently when it comes to further interest rate 
hikes and consider any changes to its balance sheet reduction plan if warranted; no longer on “autopilot” as previously stated.  
Thirdly, the government shutdown is stoking fears of rating reductions on US debt due to possible default on treasury pay-
ments if the government is not funded.   
 
The shutdown remains the most troubling to me.  Not because this hasn’t happened before, but because this is really the cul-
mination of the growing polarization of politics in our country.  When I was a child, I was taught the importance playing well 
with others, even if they held a different viewpoint from mine.  I was also gifted with a stubborn streak when I think I’m right, so, I 
can relate to President Trump, Speaker Pelosi, and Senate Minority Schumer.  Each think he or she is doing the right thing.  The 
problem is, all three are polarizing figures who are likely not to compromise nor get much accomplished.  This is the strongest 
contributor to uncertainty which is affecting the markets.  Until our leaders show a willingness to work together for the greater 
good, we can expect further signals in the markets, telling us we may not be the country we know we can be.  Have a great 
summer, government leaders! 
 
“Is a dream a lie if it don’t come true…” – Bruce Springsteen, from The River. 
 
Matthew Maggi 
Vice President 
Commerce Bank – Capital Markets Group (CMG) 
800 548-2663 
matthew.maggi@commercebank.com 
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NEW ISSUE MUNICIPAL CALENDAR 

Date Amount ($) Description Maturity 

01/14/2019  $840,000  HAYSVILLE KS 2019A UT GO BQ NR  2020-2029  

01/17/2019  $2,065,000  LANSING KS 2019A UT GO BQ A1  2020-2039  
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***If you no longer wish to receive this weekly review, please send an email to CapitalMarketsGroup@commercebank.com*** 
 

The Weekly Review is a publication of the Capital Markets Group of Commerce Bank.   

KEY INDICES 
 Current Last Month One Year Ago 
Prime Rate 5.50 5.25 4.50 
Discount Rate 3.00 2.75 2.00 
Fed Funds Rate 2.40 2.20 1.42 
1-Mo. Libor 2.51 2.40 1.55 
11th Dist COFI 1.06 1.08 0.75 
1-Yr. CMT 2.58 2.69 1.78 
Dow 23,995.95 24,370.24 25,574.73 
NASDAQ 6,971.48 7,031.83 7,211.78 
S&P 500 2,596.26 2,636.78 2,767.56 
Bond Buyer 4.20 4.12 3.54 

Treasuries & New Issue Agencies (Spread to Treasuries) 
Treasuries Bullets NC-6 Mo. NC-1 Year NC- 2 Year  

3 Mo. Bill 2.41     

6 Mo. Bill 2.50     

1-Year  Bill 2.56     

2.53 6 19 13  2-Year Note 

2.50 10 39 31 12 3-Year Note 

2.51 16 62 54 37 5-Year Note 

2.58 32 72 62 51 7-Year Note 

2.69 35 84 72 65 10-Year Note 
30-Year Bond 3.02     

CMO Spreads to Treasuries 
 PAC Vanilla 
1-Year N/A +37 

2-Year 37 45 

3-Year 45 55 

5-Year 65 75 

MBS Current Coupon Yields 
GNMA 30 Yr.  3.28% 

FNMA 30 Yr.  3.47% 

GNMA 15 Yr.  3.00% 

FNMA 15 Yr.  3.02% 

MUNI AA—BQ 
3 Mo. 1.55 

6 Mo. 1.01 

1-Year 1.72 

2-Year 1.74 

3-Year 1.77 

5-Year 1.91 

7-Year 2.05 

10-Year 2.37 

30-Year 3.23 

 

Prior to joining CMG in 2016, Matthew was the Corporate Treasurer at a $1.2 billion publicly-traded community bank 
headquartered in Missouri.  During his tenure, he developed and implemented balance sheet strategies to maximize 
margin while managing acceptable levels of interest rate risk, liquidity, and capital. Matthew not only managed the 
investment portfolio, but also conducted extensive loan portfolio performance analyses. 
 

Previously, he was a Treasury Analyst for one of the largest privately held banks in the U.S.  He monitored cash flow and 
liquidity and developed funding strategies.  Matthew leverages his extensive balance sheet management experience 
to provide tactical and strategic solutions to maximize performance while mitigating risks for the community banks. 

ECONOMIC CALENDAR 
Monday 1/14 Tuesday 1/15 Wednesday 1/16 Thursday 1/17 Friday 1/18 

Wholesale Inventories MoM Empire Manufacturing MBA Mortgage Applications Housing Starts MoM Industrial Production MoM 
New Home Sales PPI Final Demand MoM Retail Sales Advance MoM Initial Jobless Claims U. of Mich. Sentiment 

Construction Spending MoM     

About the Author, Matthew Maggi  

_______________________________________________________________________________________________________________________________________________ 
 

The opinions expressed herein reflect that of the author and are not a complete analysis of every material fact respecting any company, industry, or security.  The author’s opinions do not 

necessarily reflect that of Commerce Bank or its affiliates.  Information contained herein is from sources deemed reliable but cannot be guaranteed.  Prices and/or yields are subject to 

change and investments are subject to availability.  CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Com-

merce Bank.  The information provided is not an official trade confirmation or account statement.  The Capital Markets Group (CMG) of Commerce Bank is not acting as your ‘municipal 
advisor’ within the meaning of Section 15B of the Securities Exchange Act, and does not act in a fiduciary capacity.  CMG does not provide tax advice; please refer to your tax professional.   

Investments in securities are NOT FDIC Insured; NOT Bank-Guaranteed and May Lose Value. 
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