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UNDERSTANDING THE LONGWAVE ECONOMIC AND FINANCIAL CYCLE

THAT WAS THE WEEK THAT WAS
Monday, November 7th
Eurostat reports euro zone retail sales declined by
0.7% in September, citing lower consumer demand
and spending cuts in government budgets

MONDAY, NOVEMBER 7TH
• Front Page Headline, New York Times –“Euro Zone Finance
Ministers Urge Greek Parties to Commit to Bailout Terms. JeanClaude Juncker, President of the Eurogroup of Finance Ministers
informs Greece’s two main political parties they must co-sign a
letter pledging support for the country’s bailout terms, in order to
secure an 8 billion euro loan to ward off default. Although the
finance ministers welcomed the agreement to form a coalition
government in Greece, European officials insisted that political
consensus over a tough austerity program was a precondition
for the payment for the loan. Mr. Juncker noted: ‘The finance
ministers have underlined the importance of sustained crossparty support for the program in Greece.”
• Front Page Headline, New York Times – “Italy Nears Debt Cliff.
Despite emergency support from the European Central Bank
(ECB), the market for Italian government bonds began to assume a self-perpetuating crisis of confidence … as bond yields
and yield spreads rose to new euro era highs. The yield on 10year Italian bonds reached a peak of 6.70%, with 7% deemed
to be an unsustainable threshold. Stephen Lewis, chief economist with Monument Securities in London commented: ‘A rescue package sufficient to accommodate Italy would require a
European Financial Stability Facility (EFSF) of at least 2 trillion
euros. Plans to increase the size of the EFSF with support from
international investors look tenuous at best. The Chinese have
stated they must see evidence of meaningful reforms in European countries before they will put forward money. In 2012, Italy
must refinance more than 300 billion euros of maturing bonds.”

• Front Page Headline, Wall Street Journal – “Greek Prime Minister Agrees to Step Down. George Papandreou agrees to step
down to enable a new prime minister to lead a commonly accepted government. Greece’s main political parties agree to
form an interim government which will oversee elections, likely
to be held in February, 2012.”
• Germany’s economics ministry reports the nation’s industrial
production declined by 2.7% on a seasonally adjusted basis in
September, citing late summer vacation schedules and weakening order books
• Front Page Headline, U.K. Daily Telegraph –“France Unveils
Toughest Austerity Measures Since World War II. Despite the
looming danger of an economic recession, at a Paris press conference French Premier Francois Filion announces: ‘We wish
to protect the French against the grave problems facing other
European countries. Bankruptcy is not an abstract word.’ The
austerity measures include: a 5% super tax on big companies;
an increase in the value added tax (VAT) in restaurants and
construction; plus cuts in pensions, schools, health and welfare.
Premier Filion warned: ‘The country must accept sacrifice to
avoid the days where policies are imposed upon us by others.”
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TUESDAY, NOVEMBER 8TH
•

•

The Labor Department reports the number of U.S. job openings
increased by 225,000 to 3.35 million in September, the most
since August 2008. Henry Mo, a senior economist at Credit Suisse in New York commented: “It is reassuring the U.S. economy
could muster an increase in job openings, but we still have a
persistent yet inadequate recovery.”
Front Page Headline, Bloomberg News – “Berlusconi to Resign
After Austerity Passes. Italy’s Prime Minister Silvio Berlusconi
offers to resign as soon as the Italian Parliament approves austerity measures in a vote next week, after defections from his
ruling party left him without a majority. Italian President Giorgio Napolitano affirmed: ‘Once that task has been achieved, the
prime minister will tender his resignation to the President, who
will then begin consultations with all political parties.”

•

The Washington-based National Federation of Independent
Business (NFIB) confidence index rose to a reading of 90.2 from
a level of 88.9 in September. William Dunkelberg, the NFIB’s
chief economist, commented: “Prospects for the future have not
improved.”

•

Front Page Headline, Financial Times – “IAEA Reports Iran
Has Sought Nuclear Warhead. The International Atomic Energy Agency (IAEA) reports Iran has sought to design a nuclear
warhead and has continued to conduct research on an atomic
weapons plan as late as 2010. Unveiling its most detailed dossier on the Iranian regime’s nuclear program, for the first time
the IAEA declared: ‘Iran has carried out activities relevant to the
development of a nuclear explosive device’ … suggesting it had
‘credible intelligence from more than 10 countries’ to back its
claim.”
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•

Front Page Headline, Globe and Mail – “The Lost Generation:
No Jobs, No Hope for Europe’s Young. European youths are
slipping into the ranks of the long-term unemployed, which
threatens to produce lasting economic and social problems.”
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WEDNESDAY, NOVEMBER 9TH
•

Front Page Headline, Market Watch News – “Italy on the Brink
as 10-Year Bond Yield Breaches 7%. According to the electronic
trading platform Tradeweb, the yield on Italian government 10year bonds soared to 7.41% from 6.75% yesterday, after LCH
Clearnet hiked margin rates. Stephen Pope, managing Director
of Spotlight Ideas, a London-based consulting firm commented:
‘Every extra 1% (100 basis points) in the yield level of Italy’s debt
costs another 3 billion euros ($4.1 billion U.S.) in interest payments (when the outstanding debt is refinanced).”

•

Front Page Headline, Wall Street Journal – “Raj Rajaratnam Ordered to Pay Record SEC Penalty. Raj Rajaratnam, the former
hedge fund manager sentenced to 11 years in prison for insider
trading, was ordered to pay a record financial penalty of $92.8
million (U.S.) in a related civil case brought by the Securities and
Exchange Commission (SEC). Judge Rakoff ruled the Galleon
Group founder’s improper trading demanded a fine that would
deprive him of ‘a material portion of his fortune.”

•

The Office for National Statistics reports Britain’s goods trade
deficit widened to 9.814 billion pounds ($16.9 billion CAD) in
September, citing a surge in imports of oil, silver and chemicals

•

General Motors reports net earnings declined by 12% to 1.73
billion (U.S.) in the 3rd. quarter, citing operations abroad were
“hampered by widespread economic turmoil, currency issues
and a need to restructure” some of its operations

•

Front Page Headline, New York Times – “Fear of Contagion
Rocks Markets. Stock price declines accelerated in afternoon
trading on the New York Stock Exchange after the yield level of
Italian 10-year bonds breached 7.00%. The Dow Jones Industrial Average (DJIA) closed at 11,780 – down 389.24 points on the
day – while the S&P closed at 1,229.10 – down 46.82 points.”

•

Front Page Headline, Wall Street Journal – “Olympus Cover-up
Spooks Investors. Olympus Corp.’s admission that it hid investment losses over many years raises questions, not only about
the full extent of the scandal, but also, about the viability of the
92-year old company. The Japanese manufacturer of cameras
and medical image-making equipment blamed three high-ranking executives, including its former chairman and a vice president for the cover-up. However, Olympus neither, stated the
extent and origin of the initial losses, nor, the details of the activities. The Tokyo Stock Exchange could commence procedures
to lead Olympus to the delisting process as soon as next week.”

Monday November 7th, 2011

•

The National Bureau of Statistics reports China’s consumer
price index (CPI) declined to an annual rate of 5.5% in October
from 6.1% in September, citing effects of the global economic
slowdown

•

According to the Business Insider, China has no apparent answer for the water crisis that has plagued it for decades. In the
future, this could become a major problem for the new economic
superpower. Beijing has made reduction of water consumption
one of its key goals. Today, the water supply is threatened by
increasing pollution and hydro power.
In China, 53,627 water-related pollution violations were reported
between 2008 and 2009

THURSDAY, NOVEMBER 10TH
•

The Labor Department reports U.S. initial claims for state unemployment benefits declined by 10,000 to a seven-month low of
390,000 in the week ended November 5th.

•

Realty Trac reports U.S. foreclosure activity increased by
230,678 properties in October, 7.00% higher than September.
In a news release, James Saccacio, chief executive officer for
Realty Trac commented: “The October foreclosure numbers
continue to show strong signs that foreclosure activity is coming
out of the rain delay we’ve been in for the past year, as lenders
corrected foreclosure paperwork and processing problems.”

Source: Stuck in Customs / Flicker
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•

Front Page Headline, Bloomberg News – “EC Lowers GDP
Forecast for 2012. The European Commission cuts its European region gross domestic product (GDP) forecast for 2012 by
more than half, citing the risk of a recession as leaders struggle
to contain the fiscal crisis: ‘GDP may grow by 1.5% this year and
by 0.5% in 2012.’ The EC had previously projected the 17-nation region to expand this year and next year by 1.6% and by
1.8%, respectively.”

•

The Commerce Department reports the U.S. trade deficit contracted to $43.1 billion (U.S.) in September from a downwardly
revised $44.9 billion (U.S.) in August.

•

Front Page Headline, Financial Times – “Deepening Crisis to
Test Euro’s Resilience. As the euro zone debt crisis enters a
new and seemingly dangerous phase, the central question baffling analysts and investors is: why is the euro so strong? The
single currency has held up through the unfolding Greek crisis,
successive sovereign downgrades and amid worsening economic data from Germany. Now the euro faces another, possibly tougher test: a precipitous selloff in Italian debt.”

•

Statistics Canada reports the nation posted a trade surplus of
$1.2 billion (CAD) in September, following a deficit of $487 million (CAD) in August, citing: “export strength was more widespread than just the resources sector, as six of seven subgroups registered gains, including a strong 5.6% increase in
auto shipments.”

•

The Canada Pension Plan Fund reports it posted a loss of $1.2
billion (CAD) in the 3rd. quarter. In a press release, David Denison, the CEO of the CPP Investment Board stated: “While stock
markets were down roughly 11% during the quarter, the fund
benefited from having active money managers, as well as private equity holdings. We remain an active and disciplined investor in these challenging (stock) market conditions and are
prepared to act when the right opportunities arise.”
Wakeup Call for Mr. Denison: Obviously, the CPP investment
portfolio is far too heavily weighted in stocks, given the economic outlook. We recommend you to seriously review your current
investment strategy before you lose our shirts.

•

Front Page Headline, New York Times – “Alabama Governor
Fails to Prevent Jefferson County’s Record $4 Billion (U.S.)
Bankruptcy Filing.” The Jefferson County Commission files a
Chapter 9 bankruptcy petition in Birmingham, Alabama. Jefferson County’s debt grew from poorly conceived efforts to finance
a court-ordered rebuilding of its decrepit sewer system, leaving
it with more debt than it could repay.

•

Front Page Headline, Wall Street Journal – “Papademos Named
Greek Leader.” Greece names former European Central Bank
Vice President Lucas Papademos as its next prime minister who
will lead an interim government. Mr. Papademos takes over an
economy that is mired in recession, with unemployment at a record high and a government that has only enough cash on hand
for the next few weeks. His first task will be to secure a sorely
needed 8 billion euro ($10.8 billion U.S.) aid tranche promised to
Greece by its European partners and the International Monetary
Fund (IMF). Its disbursement has been left in doubt by political
turmoil that has gripped Athens since early last week.”

•

Front Page Headline, Globe and Mail – “U.S. Delays Decision
on Keystone XL. The U.S. State Department reports it is seeking alternative routes for Trans Canada Corp.’s planned Keystone XL pipeline; a decision that will likely delay any approval
of the controversial project until after the American presidential
election in November 2012. In a press release, the State Department announced: “Taken together with the national concern
about the pipeline’s route, the Department has determined it
is necessary to examine in-depth alternative routes that would
avoid the Sand Hills in Nebraska – in order to move forward with
a National Interest determination for the Presidential Permit –
which could be completed as early as the first quarter of 2013.”
Canadian Prime Minister Stephen Harper acknowledged: “We
continue to believe the Keystone XL pipeline will create thousands of jobs and billions in economic growth on both sides of
the border. While we are disappointed with the delay, we remain
hopeful the project will be decided upon its merits and eventually
approved.”

•

The Telegraph-“New Recession Threatens the Globe as Debt
Crisis Grows.” By Ambrose Evans–Pritchard.
“The OECD’s index of leading indicators for China, India, Brazil, Canada, Britain and the eurozone have all tipped below the
warning line of 100, with the pace of decline in Europe exceeding the Contraction of early 2008.”
Professor Simon Johnson, a former chief economist at the IMF,
rattled nerves earlier this week by warning the world is ‘looking
straight into the face of a great depression.’”
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FRIDAY, NOVEMBER 11TH
Remembrance Day Holiday in Canada / Veteran’s Day in the
U.S.
•

The Thomson Reuters / University of Michigan preliminary index
of consumer sentiment rose to a reading of 64.2 in November –
the highest level since June – from a reading of 60.9 in October.
Survey Director Richard Curtin commented: “Overall, it is still
likely that real consumer expenditures will not be strong enough
during the year ahead to enable the higher rates of higher economic growth needed to offset the negative grip of income and
job stagnation on consumer spending. Although improved, a
renewed downturn in the economy still has an uncomfortably
high probability of occurring.”

•

Headline, Mineweb-“Central Bank Gold-A European Cause of
Dissent.”
“Germany is adamant that its gold reserves, the world’s second
largest, should not be used in helping bail out debt-ridden Eurozone economies.”
“The Economy Minister of Germany stated that ‘German gold
reserves must remain untouchable!’ The Bundesbank and a
spokesman for Chancellor Angela Merkel also ruled out the
idea.”
A few years ago, “The head of the French central bank, M. Noyer
had said selling gold from the reserves was like ‘selling the family jewels’. Unfortunately, President Sarkozy was the Finance
Minister at that time and forced the sale of 600 tonnes of French
gold.” That gold was sold to support the birth of the Euro. Well,
Mr. Sarkozy, I bet just like Gordon Brown, you wish you hadn’t
done that.
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•

Front Page Headline, National Post-
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• Front Page Headline, Wall Street Journal – “French Bond Yields
Retain Highs, as Fiscal Worries Remain. The yield of French 10year bonds rises another 6 basis points to 3.46%, representing
a 170 basis point spread over comparable German bunds, as
investors maintained concerns over the country’s fiscal strains.”
• Headline, The Globe and Mail-“Banker Hailed as ‘Greece’s Last
Hope’”. “Oncoming Prime Minister Lucas Papademos will have
only months to implement a bailout deal that is deeply unpopular
with voters.” “Lucas Papademos, a Greek central banker who
negotiated his country’s entry into the euro zone has assumed
leadership of the desperate efforts to shore up the government’s
finances and prevent a messy exit from the shared currency.”
• Front Page Headline, Bloomberg News – “MF Global Fires Its
1,066 Brokerage Employees. In the wake of its recent filing for
bankruptcy protection, MF Global Inc.’s entire U.S. work force
– consisting of 1,066 broker-dealer employees – is fired, as the
failed brokerage closes its New York office and liquidates, in an
attempt to return assets to customers under the guidance of a
trustee.”

CLOSING LEVELS FOR FRIDAY, NOVEMBER 11TH.

• Headline, Financial Times-“Markets Rally as Eurozone Debt
Fears Ease.”
“European and US debt and equity markets ended a tumultuous
week with a strong rally as hopes that Europe’s debt crisis may
still be contained encouraged investors to reverse out of havens
and pick up riskier assets once more, including the bonds of
Italy, the focal point for investor concerns in recent weeks.”
• Anecdote: Some years ago, a small rural town in Spain twinned
with a similar town in Greece. The mayor of the Greek town visited the Spanish town. When he saw the palatial mansion belonging to the Spanish mayor, he wondered how he could afford
such a house. The Spaniard said: “You see that bridge over
there? The EU gave us a grant to build a four-lane bridge; but by
building a single-lane bridge with traffic lights at either end, this
house could be built.”
The following year, the Spaniard visited the Greek town. He was
simply amazed at the Greek mayor’s house; gold taps, marble
floors, it was marvelous. When he asked how this could be afforded, the Greek said: “You see that bridge over there?”
The Spaniard replied: “No!”

WEEKLY CHANGE

Dow Jones Industrial Average

12,153.68

+ 170.44 points

Spot Gold Bullion (December)

$1,788.10 (U.S.)

+ $32.00 per oz.

S&P / TSX Composite

12,276.85

– 131.40 points

10-Year U.S. Treasury Yield

2.06%

+ 3 basis points

Canadian Dollar

98.94 cents (U.S.)

+ 0.58 cent

U.S. Dollar Index Future (Spot Price)

76.911 cents

unchanged

WTI Crude Oil (December)

$98.99 (U.S.)

+ $4.73 per barrel
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