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For Friday, August 26, 2016

MARKET RECAP at 4 pm ET
Stocks edged lower, weighed down by a
drop in consumer and healthcare sector.
The dollar slipped as some investors
squared positions ahead of a highly
anticipated speech by Federal Reserve
Chair Janet Yellen. Gold prices dropped
under pressure from upbeat U.S. data as
investors watch for clues on a rate hike. Oil
pared gains on a Reuters interview with the
Saudi Energy Minister that cast doubts
about an OPEC output freeze. Treasury
yields rose on reduced demand for a sale
of new seven-year notes.
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number of academic papers from
economists highlighting policy concerns
confronting central banks.

REUTERS/Carlos Barria

Central bankers from around the world
gather in Jackson Hole, Wyoming for their
annual discussion of problems in the world
economy and solutions. Federal Reserve
Chair Janet Yellen (in pic) speaks on "The
Federal Reserve's Monetary Policy Toolkit"
before the Federal Reserve Bank of Kansas
City Economic Symposium, "Designing
Resilient Monetary Policy Frameworks for
the Future." At the start of 2016, the Fed
was targeting four rate hikes this year.
Now it will be lucky to get away with one.
The conference will also focus on a

U.S. economic growth is expected to have
slowed in the second quarter, more than
previously estimated. The second estimate
of gross domestic product growth is seen
showing that the economy grew at a 1.1
percent annual pace in the period, slower
than first estimate of 1.2 percent.
Separately, the University of Michigan's
final reading for August overall consumer
sentiment index is expected to be 90.6,
compared with a preliminary reading of
90.4 earlier this month.
LIVECHAT - THE WEEK AHEAD with
Reuters markets editor Mike Dolan
Join Mike Dolan as he goes through the
key macroeconomic and political themes
for the coming week. (0600 ET/1000
GMT) To join the Global Markets Forum,
click here
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THE DAY AHEAD

Top News
Mylan offers discounts on EpiPen amid
wave of criticism
Mylan NV said it would reduce the out-ofpocket costs of its emergency EpiPen
allergy injection for some patients amid a
wave of criticism from lawmakers and the
public over the product's rapidly escalating
price. The list price of the drug will remain
the same, but the company said it would
increase the maximum copay assistance
program to $300 from $100 for patients
who pay for the 2-pak in cash or who are
covered by a commercial health insurer.
Presidential candidate Hillary Clinton, who
has spoken out against escalating drug
prices, "welcomes the fact that Mylan is
now apparently open to taking steps to
lower some of the cost sharing burdens
imposed on families," Tyrone Gayle, a
campaign spokesman, said in a statement.
However, he added, "discounts for selected
customers without lowering the overall
price of EpiPens are insufficient, because
the excessive price will likely be passed on
through higher insurance premiums."
Mylan Chief Executive Heather Bresch,
defending the price in an interview on
CNBC, said her company had spent
hundreds of millions of dollars improving
EpiPen, including making its needle
invisible, since acquiring the device from
German generic drugmaker Merck KGaA.
Democratic U.S. Senator Amy Klobuchar
said Mylan's action was a "welcome relief"
to many who are struggling to afford the
medication, but said it does not address
the root of the problem of rising drug
costs.
Companies made deals that could run
afoul of U.S. whistleblower rules
Wells Fargo, Advanced Micro Devices and
Fifth Third Bank have in recent years
agreed to settlement deals that seek to
muzzle former employees in ways that
some lawyers said could violate U.S.
whistleblower protection laws. Five
lawyers, including three who represent
whistleblowers, said that the settlements
appear aimed at blocking workers from
airing their concerns and contain
similarities to those used by other
companies that ran afoul of government

EpiPen auto-injection epinephrine pens manufactured by Mylan NV pharmaceutical company for use by
severe allergy sufferers are seen in Washington, U.S. August 24, 2016.. REUTERS/Jim Bourg

rules. The deals by Wells Fargo, AMD, and
Fifth Third Bank were among a dozen such
corporate settlements reached between
2012 and 2015 that were reviewed by
Reuters. The companies each struck deals
with departing workers that limit the
employees' ability to receive money arising
from any government investigations into
their former employers. The former
employees who signed the settlements all
claimed they were terminated or faced
other actions after blowing the whistle
about alleged securities fraud or other
types of corporate misconduct. The
settlements came about after those
employees filed complaints about
company retaliation with the U.S.
Department of Labor.
Medtronic's profit beats estimates on
lower costs
Medtronic, the world's largest standalone
medical device maker, reported a betterthan-expected quarterly profit, helped by
lower costs and a lighter tax burden. The
company closed its $1.1 billion deal for
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HeartWare International earlier this week,
and has also bought a stake in Israeli
robotics company Mazor Robotics. The
deals underscore Medtronic's push to
broaden its offerings in the minimally
invasive surgical products market, which it
entered with its acquisition of Covidien Plc
last year. The company also expects
current-quarter revenue growth within its 5
-6 percent range for full-year 2017 on a
constant currency basis. Medtronic
reiterated its forecast for full-year 2017
adjusted earnings of $4.60 to $4.70 per
share. Total costs of products sold fell
nearly 8 percent in the first quarter ended
July 29, while the amount it set aside for
income taxes more than halved to $59
million, from a year earlier. Medtronic's net
earnings rose to $929 million, or 66 cents
per share, in the first quarter, from $820
million, or 57 cents per share, a year
earlier. The company had an extra week of
sales in last year's first quarter. Revenue
fell 1.5 percent to $7.17 billion, in-line with
the average analyst expectation.
>>>
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Tesla wins U.S. antitrust approval to
buy SolarCity
Tesla Motors has won U.S. antitrust
approval to buy solar panel installer
SolarCity Corp, the Federal Trade
Commission said. The deal was on a listing
of proposed transactions that won quick
approval because the merging companies
have few or no overlaps. Tesla said in July
after it made its first offer that by acquiring
SolarCity the two companies would form a
one-stop clean energy shop, offering
consumers solar panels, home battery
storage and electric cars under a single
brand. The deal was announced on Aug. 1.
SolarCity has come under pressure from
rivals offering low-cost solar energy
through large, utility-scale installations,
and because some state governments
have reined in subsidies that encouraged
rooftop solar.
Lower precious-metal costs add sparkle
to Tiffany's profit
Tiffany & Co reported an unexpected rise in
second-quarter profit as it sold more
jewelry in Britain and the upscale jeweler
benefited from lower costs of gold and
other precious metals. Total net sales,
however, fell 6 percent - the seventh
straight quarter of declines. Same-store
sales fell 8 percent, steeper than was
expected. Tiffany's net income inched up
to $105.7 million, or 84 cents per share, in
the quarter ended July 31 from $104.9
million, or 81 cents per share, a year earlier.
Analysts on average were expecting profit
72 cents per share, according to Thomson
Reuters I/B/E/S. Total net sales in the
second quarter fell to $931.6 million, lower
than analysts' expectation of $934.74
million.
Dollar General takes the battle to WalMart with price cuts
Discount retailer Dollar General said it was
cutting prices on its most popular items
such as bread, eggs and milk, intensifying
a price war with retail giant Wal-Mart
Stores to win back market share. Larger
rival Dollar Tree also reported lower-thanexpected sales. Dollar General cut prices
by 10 percent on average on about 450 of
its best-selling items across 2,200 stores
during the quarter, Chief Executive Todd
Vasos said on a conference call. Dollar
Tree's Chief Financial officer Kevin
Wampler downplayed any impact from

competition. "I can't tell you (competition)
is an issue anymore for us than it usually
is." Dollar General said prices for milk were
down about 8 percent and for eggs over
50 percent. Dollar Tree also cut its fullyear sales forecast to $20.69 billion$20.87 billion. The company's net sales
rose 66 percent to $5 billion in the second
quarter ended July 30, helped by the
Family Dollar deal. Dollar General's net
sales rose 5.8 percent to $5.39 billion.
Volkswagen to spend at least $1.2
billion to compensate U.S. dealers –
sources
Volkswagen has agreed to spend more
than $1.2 billion to compensate its 650
U.S. dealers for their losses from the
German automaker's diesel emissions
scandal, two sources briefed on the matter
said. The company and a lawyer for the VW
brand dealers announced a tentative
settlement at a court hearing in San
Francisco, but declined to disclose the
amount. The settlement includes about
$1.2 billion in payments for the reduction in
value of VW dealerships, and additional
payments for vehicles that could not be
sold, the sources briefed on the settlement
said. VW has also agreed to continue to
make certain incentive payments to
dealers, the sources said. The U.S. Justice
Department and Environmental Protection
Agency have not yet reached a deal with
Volkswagen on fines as part of a separate
settlement that could lead to an outside
monitor overseeing VW's compliance with
U.S. laws.
Sears to take more debt from CEO's
hedge fund, posts loss
Struggling retailer Sears Holdings
posted a quarterly net loss, and the
company said it accepted additional debt
financing of $300 million from billionaire
Chief Executive Edward Lampert's hedge
fund. Under the latest proposal, the
company may also take an additional
$200 million of debt from other investors.
The company posted a net loss
attributable to shareholders of $395
million, or $3.70 per share, in the quarter,
compared with a profit of $208 million, or
$1.84 per share, a year earlier.
Excluding items, the company reported a
net loss of $2.03 per share.
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REUTERS/Dado Ruvic

WhatsApp relaxes privacy stance, to
share phone numbers with Facebook
Popular messaging service WhatsApp said
it would start sharing users' phone
numbers with parent Facebook, marking a
notable shift in its stance on privacy. When
Facebook bought WhatsApp in 2014,
founder Jan Koum vowed to protect data
of its users, saying the deal would not
affect its privacy policy. The change in
policy, WhatsApp's first since the deal, will
allow for more relevant advertisements
and friend recommendations on Facebook,
according to a WhatsApp blog post.
WhatsApp, however, sought to reassure
users by saying that it would not sell,
share, or give users' phone numbers to
advertisers. The company also maintained
that messages on the service were
encrypted by default and that it would not
allow banner advertisements from third
parties.
Berry Plastics to buy AEP Industries to
expand in North America
Berry Plastics Group said it would buy AEP
Industries, which makes stretch wraps and
can liners, in a deal valued at $765 million,
including debt, to expand its presence in
North America. Based on Berry Plastics'
close on Aug. 23, AEP shareholders will
receive either $110 in cash or 2.5011 shares
of Berry Plastics for each AEP share. The
offer represents a premium of 42.9 percent
to AEP's Wednesday close. Upon closing of
the stock and cash deal, AEP shareholders
will own about 5 percent of Berry Plastics
on a fully diluted basis, the plastic
packaging products maker said. Berry
Plastics, which makes duct tapes, spray
adhesives and food wrap films, said it will
fund the cash component of the deal with
existing cash and a new term loan. The
deal, which is expected to be completed in
December, will add to Berry Plastics'
adjusted net income and adjusted free
cash flow.
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A man balances himself on a Ferris wheel as he inspects it at a public park in Sardaryab, Charsadda, on the outskirts of Peshawar, Pakistan, August 25, 2016.
REUTERS/Fayaz Aziz

Insight and Analysis
Tech firms' encryption foe struggles for
U.S. Senate re-election
A U.S. senator seen by Silicon Valley as
one of the technology industry's main foes
in Congress is fighting for his political life
as Donald Trump's slumping poll numbers
threaten to damage Republican
candidates across the board. Senator
Richard Burr from North Carolina, the
chairman of the Senate Intelligence
Committee, is facing a strong and
unexpected challenge from Democrat
Deborah Ross. Though tech policy is
unlikely to decide the race, a Burr defeat
would remove from the scene a lawmaker

who has feuded with U.S. tech companies
over digital privacy and encryption. Ross, a
former head of the state's chapter of the
American Civil Liberties Union, is fighting
an uphill battle. North Carolina has voted
Republican in every presidential election
from 1980 until 2008, when it backed
Barack Obama by a thin margin. The state
went for Republican Mitt Romney in 2012.
COLUMN-Heed the warning label
on mutual funds - passive is better
The warning is posted in fine print at the
bottom of all mutual fund advertisements:
“Past performance does not guarantee
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future results.” The U.S. Securities and
Exchange Commission requires it. But
when it comes to actively managed mutual
funds, that warning should perhaps be
updated to: “Strong performance almost
certainly guarantees worse performance in
the future.” Such a caveat would simply
reflect what the data tells us about actively
managed funds, which are managed by a
person or team instead of being
"passively" pegged to an index or other
benchmark. It also explains why retirement
investors have been shoveling billions of
dollars into passive total-market index
funds and exchange-traded funds.
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Coming Up

MARKET MONITOR

No major events are scheduled.
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Canada's main share index edged higher
on Thursday as mining stocks pared some
recent losses before the start of a global
central bankers' gathering in Jackson Hole,
Wyoming. Goldcorp rose 0.14 percent.
Valeant Pharmaceuticals gained 2.06
percent. Canadian Imperial Bank of
Commerce rose 1.25 percent. The shares
of Toronto-Dominion Bank fell 0.1
percent. The Toronto Stock Exchange's
S&P/TSX composite index rose 0.03
percent to 14,630.72.
The dollar fell 0.02 percent against the
Canadian dollar to C$1.2922.

Top News
TD, CIBC continue strong performance
by Canada's banks
Toronto-Dominion Bank and Canadian
Imperial Bank of Commerce both reported
earnings ahead of expectations, continuing
a strong performance by leading Canadian
lenders in the last quarter. TD, Canada's
second-biggest bank, reported an increase
in third-quarter profit, helped by growth in
its U.S. retail and wholesale banking
business. CIBC, the country's fifth-biggest
lender, also beat forecasts bolstered by
improved results in its retail and capital
markets divisions. TD said earnings,
excluding one-off items, rose to $2.42
billion, or C$1.27 per share, in the third
quarter ending July 31 from C$2.29 billion,
or C$1.20 per share, a year earlier. Analysts
on average had expected earnings of
C$1.21, according to Thomson Reuters I/B/
E/S. Net income at TD's U.S. retail bank
rose to C$788 million from C$650 million
a year ago. At the bank's Canadian retail
business, net income fell by 3 percent to
C$1.51 billion, weighed by a 15 percent
increase in insurance claims and related
expenses to $692 million following the
wildfires in Fort McMurray, Alberta, where

Toronto-Dominion Bank (TD) logos are seen outside of a branch in Ottawa, Ontario, Canada, May 26, 2016.
REUTERS/Chris Wattie

TD has a significant market share. CIBC
reported a 9 percent increase in earnings
per share, excluding one-off items, to
C$2.67 per share. Analysts on average had
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expected earnings per share of C$2.35 per
share, according to Thomson Reuters I/B/
E/S.
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ECONOMIC OUTLOOK BOOSTED
Upbeat U.S. factory data suggests business
spending stabilizing
New orders for U.S. manufactured capital goods
rose for a second straight month in July as
demand for machinery and a range of other
products picked up, offering a tentative sign that
a business spending downturn was starting to
ease. The Commerce Department said nondefense capital goods orders excluding aircraft,
a closely watched proxy for business spending
plans, increased 1.6 percent last month, the
largest gain since January. Shipments of core
capital goods fell 0.4 percent last month after
decreasing 0.5 percent in June. In a separate
report, initial claims for state unemployment
benefits slipped 1,000 to a seasonally adjusted
261,000 for the week ended Aug. 20.

ALL EYES ON FED
As central bankers gather, some at Fed make rate-hike case
As central bankers converge on the mountain resort in Jackson Hole for an annual conference on monetary policy, a couple of top Federal
Reserve officials took the chance to renew a push for interest-rate hikes, citing improvement in employment and inflation.
SEC FINE
U.S. SEC fines 13 advisers for false claims involving F-Squared
The U.S. SEC fined 13 investment advisory firms for spreading false claims made by the now-defunct F-Squared Investments Inc, which
had been one of the largest marketers of investment products using exchange-traded funds.
HACKING FEARS FOR ST. JUDE
Muddy Waters shorts St Jude on heart device hacking fears; shares drop
The stock of pacemaker manufacturer St Jude Medical fell sharply after short-selling firm Muddy Waters said it had placed a bet that the
shares would fall because of cyber security vulnerabilities in the company's cardiac devices.
EU TAX INVESTIGATION
Brussels rebuffs U.S. attack on EU tax investigations
The European Commission rebuffed an attack by the U.S. Treasury on its investigations into alleged sweetheart tax deals between
companies such as Apple and McDonald's and European governments, saying there was no anti-U.S. bias.
BLOCKCHAIN REGULATION
Exchanges call for regulatory clarity over blockchain use
A lack of clarity over regulation is holding back the development of blockchain technology for cutting the cost of share trading, the world's
trade body for exchanges said.
SIGNET EARNINGS
Signet Jewelers cuts profit forecast, shares lose shine
Signet Jewelers reported an unexpected drop in quarterly comparable sales as demand fell for its Sterling, Zale and Jared businesses, and
the company cut its full-year profit forecast.
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A girl dressed up as Hindu Lord Krishna performs during Janmashtami festival celebrations marking the birth of Lord Krishna, in Ahmedabad, India, August 25,
2016. REUTERS/Amit Dave

KEY RESULTS
No major S&P companies are scheduled to report for the day
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