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The Washington-based National Association of
mains unchanged at a reading of 13, matching the
August level as the lowest since March, 2009

MONDAY, SEPTEMBER 20TH
• The National Bureau of Economic Research (NBER) declares:
“The longest U.S. recession since the Great Depression ended
in June, 2009; lasting 18 months.” In a statement, the Bureau’s
business cycle dating committee “decided that any future downturn of the economy would be (deemed) a new recession and
not a continuation of the recession that began in December,
2007. The basis for this decision was the length and state of the
(economic) recovery to date.”
At Longwave Analytics, we completely disagree with this NBER
declaration! Rather, we believe the U.S. economy is just entering the second phase (the Kondratieff Winter cycle) of a depression; attendant with a 9.6% unemployment rate, contracting
gross domestic product (GDP), record home foreclosures and a
soaring national debt, currently $13.563 trillion (U.S.).
• The Organization for Economic Co-operation and Development
warns millions of American risk exclusion from the job market
forever, citing: “Previous U.S. recessions have exhibited no
long-term damage to the economy, or long-term increase in unemployment, but it is possible this recession will trigger these
effects.”

• Abbott Laboratories announces 3,000 job layoffs from its global
work force of about 90,000; citing cost cutting measures as a
result of its $6.1 billion (U.S.) acquisition of Solvay’s pharmaceutical unit last February
• Statistics Canada reports the country’s consumer price index
(CPI) declined by 0.1% in August while the core rate (excluding
food and energy ) remained unchanged at 1.6% on a year-overyear basis, citing higher auto insurance costs, but lower prices
for clothing and footwear
• Ireland’s National Treasury Management Agency (NTMA) auctions 1.5 billion euros ($2 billion U.S.) of bonds in two tranches:
1 billion euros of 8-year bonds at an average yield of 6.023%
(compared with 5.088% in June) and about 400 basis points
over comparable German bunds; as well as 500 million euros
of 4-year bonds at an average yield of 4.767% (compared with
3.62% in August). The NTMA declared that the exchequer is
han, Ireland’s central bank governor, commented: “bank bailout
costs remain manageable and shouldn’t derail the government’s

TUESDAY, SEPTEMBER 21ST
• The Commerce Department reports U.S. housing starts rose by
10.5% in August to an annualized rate of 598,000 compared with
a downwardly revised increase of 0.4% in July

• The U.S. Labor Department reports the unemployment rate rose
in 27 states between July and August, although only Maryland
fourth consecutive month, Nevada topped the list with a 14.4%
unemployment rate, followed by Michigan with a rate of 13.1%
and California with 12.4%.
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• Following money laundering suspicions raised by the Bank of
Italy over two attempted transfers, Italy’s finance police have
seized 23 million euros held by the Institute for Religious Works
(IOR) – the Vatican’s bank – in an account at Credito Artigiano,
an Italian bank. Both IOR’s President, Ettore Gotti Tedeschi
and Director-General Paolo Cipriani, have been placed under
investigation for suspected money laundering by magistrates in
Rome.
• In a statement following its regularly scheduled meeting, the
Federal Open Market Committee (FOMC) stated that: “Information received since the FOMC met in August indicates that the
pace of (U.S. economic) recovery in output and employment has
slowed in recent months. The Committee will maintain the target
range for the federal funds rate at 0 – 0.25% and continue to
anticipate that economic conditions are likely to warrant exceptionally low levels for the federal funds rate for an extended period. The Committee will also maintain its existing policy of reinvesting principal payments from its ($1.7 trillion U.S.) securities
holdings. The Committee will continue to monitor the economic
outlook and financial developments; and is prepared to provide
additional accommodation (quantitative easing) if needed to
support the economic recovery.”
At Longwave Analytics, we reiterate that any additional quantitative easing on the part of the U.S. Federal Reserve only serves
– to maintain an historically low Treasury bond yield curve; to
further balloon the U.S. national debt by printing money and
does nothing to spur private sector demand within the American
economy.
• The White House announces that Lawrence Summers, Director
of the U.S. National Economic Council, will resign his post after
the November mid-term elections to return to a teaching post
at Harvard University. (All the rats are leaving the sinking ship.)

WEDNESDAY, SEPTEMBER 22ND
• Due to lower investor demand, Portugal reduces a bond offering
by 250 million euros and auctions a 750 million euro issue in two
tranches: 450 million euros of 4-year bonds at an average yield
of 4.69% and 300 million euros of 10-year bonds at an average yield of 6.24%. Richard Batty, a director of strategy at Sun
Life Investments comments: “Portugal cannot continue paying
higher and higher yields (to borrow money). It is not sustainable
and makes it much harder for the country to reduce its budget
deficit. Investors are only willing to take a chance on Portugal
for very high returns.”

• Moody’s Investors Service reports the number of U.S. companies, rated at or below B3 with a negative outlook, declined to
195 as of September 1st. from a high of 288 in June, 2009. The
B3 rating is six levels below “investment grade” and signifies
companies at the greatest risk of default.
• Statistics Canada reports the country’s total retail sales declined
by 0.1% in July, led by lower sales of furniture and home furnishings
• The Mortgage Bankers Association reports U.S. mortgage loan
demand fell by 1.4% last week to its lowest level in six weeks.
House sales and refinancing applications declined by 3.3% and
0.9%, respectively.

THURSDAY, SEPTEMBER 23RD
• The National Association of Realtors reports U.S. existing home
sales rose by 7.6% in August to a seasonally adjusted annual
rate of 4.13 million units, compared to a revised decline of 27%
in July to a record low 3.84 million annual pace

• Blockbuster Inc. files for chapter 11 bankruptcy after agreeing
to a bondholder plan to recapitalize the company by converting senior debt into equity. In a press release, Chairman and
Chief executive Officer Jim Keyes stated: “After a careful and
thorough analysis, we determined that the process announced
today provides the optimal path for recapitalizing our balance
sheet. We continue to transform our business model to meet the
evolving preferences of our customers.” Blockbuster Canada
vice president and general manager Barry Guest commented:
“Blockbuster Canada operates independently of the U.S. and is
financially stable. We have the assets and cash flow to execute
our business plan.”
• The Central Statistics Office reports Ireland’s gross domestic
product declined by 1.2% in the second quarter, following an
increase of 2.2% in the first quarter
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• The Labor Department reports U.S. initial claims for state unemployment benefits increased by 12,000 to 465,000 in the week
ended September 18th. while continuing claims declined by
48,000 to 4.47 million in the week ended September 11th. Those
Americans who have exhausted their traditional benefits and are
now receiving emergency and extended benefits increased by
208,000 to 5.17 million in the week ended September 4th.
• The New York-based Conference Board reports its index of leading U.S. economic indicators rose by 0.3% in August following a
0.1% increase in July, citing a longer factory work week, higher
stock prices and a gain in building permits
• A recent TNS Canada poll about consumer confidence in the
Canadian economy reveals a “relapse” in September, citing
fewer consumers plan to make a major purchase in the near
future, due to growing concerns about household income and
employment
• In a research note to clients, Scotia Capital economists Derek
Holt and Grocia Djeric report: “Canada’s combined household
debt and business debt readings relative to GDP, give us among
the most indebted private sectors anywhere using the World
Economic Forum measure of private debt extended by lenders
to households and businesses.”

• In a client conference call, Carl Weinberg, chief economist at
High Frequency Economics, a Valhalla, N.Y.-based forecasting
firm, is convinced the industrialized world is experiencing “a money and credit induced contraction of the (global) economy, more
akin the Great Depression than to any cyclical event we have
experienced in our lifetimes. I’m predicting that Europe, Japan
and Britain are about to experience an accelerating downdraft in
business conditions. I fear that’s the direction we’re headed in.”
• London based-Markit Research reports the eurozone’s combined manufacturing and services index declined to a reading of
53.8 in September from a level of 56.2 in August, citing “output
growth slowed in both the manufacturing and services sectors,
falling to eleven-month and seven-month lows, respectively”

FRIDAY, SEPTEMBER 24TH
• In a speech at Princeton University, where he was a professor
for two decades, Federal Reserve Board Chairman Ben Bernanke defended new Keynesian economic models, in spite of the
fact they failed to predict the credit crisis: “Although economists
have much to learn from this crisis, I think that calls for a radical
reworking of the field go too far. The failure of the economic
models did not mean that they were irrelevant or significantly
flawed. The financial crisis was an old-fashioned bank run with
different characters. Regulators and market participants failed
to recognize the risk of the potential for (bank) runs from institutions instead of citizens.” Three areas of economic research that
Mr. Bernanke recommended were “human behavior in times of
panic, the role of liquidity in markets and how asset bubbles are
created and pop.”
Wake-up call for Mr. Bernanke: this economic research has already been done by Ian Gordon, President of Longwave Analytics. We would recommend you become a Longwave Analytics
subscriber.
• The Commerce Department reports new U.S. home sales were
unchanged in August at a 288,000 unit annual pace, matching
July as the second lowest month since 1963

As the above chart illustrates, when one looks at both public and
private gross debt, Canada is “pushing toward the outer limit”
in company with the United States, Britain and Spain. “Connect
the dots between the U.S., U.K., Canada, France, Italy and Japan on the chart, and being near the resulting ring isn’t terribly
appealing to us. Canada has a lot of company in this zone, but
the view that the country is vastly superior on debt exposures,
which stems from focusing just on the federal government or just
net debt of all governments combined, is incorrect.”

• Canadian Treasury Board President Stockwell Day reports the
federal government incurred a deficit of $473 million (CAD) in
July, compared to a deficit of $5.8 billion (CAD) in July, 2009.
Four months into the current fiscal year, the federal deficit totals
$7.7 billion (CAD), compared to a shortfall of $18.3 billion (CAD)
during the same period a year ago. Mr. Day predicts the federal
budget will be balanced by 2014, which is slightly more definitive
than the timetable forecast in the March budget: “Everything that
is in front of us indicates we’re on track, maybe (even) slightly
ahead.”
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• General Motors, 61% owned by the U.S. Government, terminates a self-imposed ban on political spending and contributes
$90,500 (U.S.) to candidates running in the current mid-term
election cycle, according to Federal Election Commission reco
rds.
This illustrates just how convoluted the American political campaign contribution system known as “lobbying” can become.
Since Ford Motor and Chrysler have already made campaign
contributions, General Motors felt it was forced to ensure it will
be “remembered” by the elected politicians post the election –
really quite incredible!

CLOSING LEVELS FOR FRIDAY SEPTEMBER 24TH. WEEKLY CHANGE
Dow Jones Industrial Average 10,784.00

+ 176.15 points

Spot Gold Bullion (December) $1,298.10 (U.S.)

+ $ 22.20 per ounce

S&P/TSX Composite Index

+ 40.34 points

12,204.90
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