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ECONOMIC DATA AND MARKETS POINT TO A FED RATE HIKE IN DECEMBER 
 

Economic developments in the 

U.S. have been encouraging. 

Standing out was a 270,000 

surge in non-farm payrolls and 

the associated decline in 

unemployment to 5.0% 

reported for October. Morever, 

there are finally signs of a 

pick-up in wage growth 

(+2.5%) as well. 

 

 

   

 
 

The Federal Open Market 

Committee looks likely to 

sanction the first rate hike in 

more than nine years on 16 

December. Thus, markets now 

price in a 74% probability of a 

Fed rate hike at its next  

meeting.  
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Market expectations for a Fed rate hike in December have surged 

 



 

     

 

 

THE FED’S TIGHTENING CYCLE WILL MEET RISING ILLIQUIDITY AND EM INSTABILITY 
 

As the Fed is about to start its 

tightening cycle, concerns 

about illiquidity have been 

amplified. In November the 

inventory of corporate bonds 

held by the Federal Reserve’s 

22 primary dealers fell below 

zero for the first time, 

according to Goldman Sachs.  

 

The upcoming Fed rate hike 

may also exacerbate concerns 

in some emerging market 

economies. The combination of 

rising debt, partially 

denominated in foreign 

currencies, and falling profits of 

corporates in emerging markets 

gives reason to worry. 
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Emerging market companies are finding it harder to repay loans  

(Based on MSCI Emerging Markets Index) 
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EUROPEAN FINANCIAL CONDITIONS EASE AND SUPPORT FOR THE EURO IS INCREASING 
 

The dovish policy stance of the 

ECB continues to have an 

effect. The decline in 

borrowing costs for Italian 

corporates witnessed since 

2014 is one indicator of an end 

to the credit crunch.  Indeed, 

overall bank lending growth to 

Eurozone businesses finally 

turned positive this year. 

 

Amid signs of economic 

recovery, support for Europe’s 

single currency among those 

populations who use it is the 

highest ever recorded. Some 

61% of eurozone citizens are 

supportive of the currency, four 

percentage points more than 

last year. Among 15 to 24-year-

olds, the figure is 71%. 
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PIMCO GIS STOCKSPLUS FUND 

MARKET SUMMARY 

 

EQUITY INDEX PORTFOLIO/BENCHMARK  

Summary characteristics Index  Top 5 sector diversification (MV%) 

Number of stocks 506  Information Technology 21.0 

Dividend Yield 2.1  Financials 16.6 

Weighted avg market cap (USD Mm) 129,032  Health Care 14.6 

Trailing P/E ratio 19.1  Consumer Discretionary 13.1 

Forward P/E ratio 17.4  Industrials 10.1 
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