
The democrats lost the Senate in the ballot-box drubbing, 
making it the fi rst time since 2006 that both the House 
and Senate will be in the hands of the republicans. Now the 
question is whether President Obama will be able to work 
with Senator Mitch McConnell (R, Ky.), the presumptive senate 
majority leader. In post-election press conferences, both sides 
were measured, with the president emphasizing the need to 
“get stuff  done.” The hope is that the two parties can come to 
terms on bills addressing the budget defi cit, a trade agreement 
with Pacifi c nations and tax reform (though they diff er as 
to what would be done with any new revenues). However, 
any progress is seen as hinging on the president’s plans for 
immigration and the minimum wage, two topics bound to raise 
the GOP’s hackles and perhaps even lead to a reopening of the 
campaign to repeal health care reform. 

The jobs report
The good news about jobs was previewed earlier in the 
week when fi rst-time jobless claims fell 10,000 to 278,000, 
and the four-week moving average dipped to 279,000, its 
lowest level in more than 14 years. Then on Friday, as noted, 
the Labor Department announced that the household 
unemployment rate ticked down to 5.8% in October from 

5.9% and that, according to the separate household 
survey, 214,000 new jobs were added; over 
the last year an average of 220,000 jobs a 
month were created. By and large the 
report was seen as confi rming the 
slow-but-steady recovery 
as the broader 

was a matter of cause and eff ect, but after the democrats got thumped 
in the midterm elections on Tuesday, both the Dow and S&P 500 rose 
to new highs on each of the following three days, getting an extra jolt on 
Friday when the jobless rate ticked down yet again, dropping to 5.8%.

Pundits sparred as to whether it
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Key Market Data
Week ending… 10/31/2014 11/7/2014 Change

Dow Jones Industrial 
Average Index

17,390.52 17,573.93 +1.05%

S&P 500 Index 2,018.05 2,031.92 +0.69%

Nasdaq Composite 
Index

4,630.74 4,632.53 +0.04%

10-Year Treasury 
Note Rate

2.335% 2.298% -3.8      
basis pts.

NYMEX Crude 
Future (Barrel)

$80.54 $78.43 -2.62%

Euro-U.S. Dollar 
Exchange

$1.2523 $1.2455 -$0.0068

MSCI EAFE Index 1,818.35 1,798.65 -1.08%
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underemployment rate moved down from 11.8% to 11.5% in 
September and the labor force participation rate increased 
to 62.8% from 62.7%. But the report also underscored the 
fact that income growth has been lagging: the average hourly 
wage rose only 0.1% in October and is up about 2% over the 
past year, just ahead of infl ation. In addition, Election Day 
exit polls found that more than two-thirds of those surveyed 
were concerned about the state of the economy, and a similar 
percentage were worried that it was getting worse, perhaps 
explaining the setback for the democrats.

Draghi speaks
On Thursday, Europe’s stock indexes were given a brief boost 
after the European Central Bank committed to further asset 
purchases, pledging to expand the total to €1 trillion ($1.25 
trillion) by 2016, in an eff ort to stimulate the stagnant eurozone 
economy and avoid defl ation. The ECB’s President Mario Draghi 
said, “The governing council is unanimous in its commitment 
to using additional unconventional instruments within its 
mandate.” However, Mr. Draghi did not off er any timetable or 
details as to when and how that money would be spent – The 
New York Times called the step “verbal quantitative easing” – 
and at the current rate it would take 418 weeks to hit the €1 
trillion mark. In addition, the ECB has so far only purchased 
private-sector assets because the Germans remain dead-set 
against buying government bonds, and it isn’t seen as possible 
to hit the €1 trillion mark without buying any government 
issues. In sum, the ECB was seen as having acted but not fast 
or decisively enough, highlighting the diffi  culties Mr. Draghi 
faces in wrangling consensus from the eurozone’s 18 member 
nations. Following the ECB’s meeting, the Bank of England’s 
committee met and left its policy unchanged, as expected.

The EU’s slowdown continues
Prior to the ECB’s meeting, European Union leaders had 
gathered in Brussels to issue still more bad news, lowering 
the forecast for GDP growth in 2014 in the EU from 1.6% to 
1.3%. The eurozone’s growth forecast was cut to 0.8% from 
1.2%, and Italy’s fell into the red, dropping from 0.6% to -0.4%. 
The outlook for jobs in the eurozone was no better, as the 
unemployment rate, in double-digits since 2012, isn’t expected 

to fall below 10% until 2016. (In a related story, France’s 
President François Hollande said he won’t run for re-election if 
his nation’s unemployment rate keeps rising.)

Oil prices and car sales
Earlier in the week, stocks had fallen after the price of oil 
continued its recent tumble, falling below $80 a barrel for the 
fi rst time in more than two years as the Saudis lowered their 
price to try to get back a larger share of the American market 
(while raising it in their largest market, the Far East), with the 
stocks of energy companies suff ering along the way. The 
American consumer benefi tted, however, as the cost of a gallon 
of gas fell below $3 for the fi rst time in four years. Lower gas 
prices were also seen as driving vehicle sales in October, with 
automakers selling 1.28 million vehicles, up 6.1% from last year, 
according to Autodata, bringing the seasonally adjusted annual 
rate to 16.46 million.  

In other economic news, the Institute for Supply Management’s 
manufacturing index rose to a three-year high of 59 in October 
compared to 56.6 in September. Construction spending was 
down 0.4% in September after having fallen a revised 0.5% 
the month before. Productivity rose more than projected in 
the third quarter, up at an annualized rate of 2% after a revised 
2.9% for the fi rst quarter. And the government announced that 
the trade gap increased to $43 billion in September compared 
to $40 billion in August, mainly because exports dipped $3 
billion from the month before, which will result in third-quarter 
GDP being revised downward from 3.5%.   

A look ahead
The week after the election, the two parties will no doubt 
begin to declare just what the midterm results meant in terms 
of a mandate and what they think will happen next. There 
will also be economic updates on small business optimism, 
wholesale and business inventories, retail sales, and consumer 
confi dence. One fi nal note: The bond market will be closed on 
Tuesday in observance of Veterans Day.
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