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2013.
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•

European Union (EU) leaders and International Monetary Fund (IMF) officials reacted positively to the Greek parliament’s passage of the 2013 budget by a vote of 167 – 128, clearing an obstacle towards Greece receiving a 31.5 billion euro ($40 billion U.S.) aid package. At a Brussels news conference, Luxembourg President Jean-Claude Juncker
told reporters: ‘The overall orientation that’s emerging from the preparatory work is such that the next disbursement
to Greece should be organized in the best possible way.’ Greece also reported that it had surpassed its deficit target
for the first 10 months of 2012, narrowing the budget gap by 8.7 billion euros to 12.4 billion euros from 21.1 billion
euros; where the target had been a reduction of 7.5 billion euros to 13.6 billion euros. The current long term target is
to reduce Greece’s debt to 120% of gross domestic product (GDP) by 2020; however, EU officials are now contemplating the possibility that Greece’s debt will not become sustainable until 2022 or 2023.”

•

Front Page Headline, Globe and Mail – “Japan’s Economy Contracts in 3rd. Quarter. The Economy Ministry reports
Japan’s gross domestic product (GDP) declined by 0.9% in the 3rd. quarter – an annualized rate of 3.6% – citing
a steep drop in corporate capital expenditures and despite double-digit spending in the public sector. Companies
such as Sony Corp. and Panasonic Corp. have slashed spending plans in order to cope with massive losses; as they
struggle with a slower global economy, competitive markets and a strong yen. Tatsushi Shikano, an economist at Mitsubishi UFJ Morgan Stanley Securities in Tokyo commented: ‘The GDP data confirms that the Japanese economy has
fallen into a recession. It is set for a second consecutive quarter of contraction during the current three month period.”

•

Front Page Headline, Wall Street Journal – “White House Plans Public Appeal on Federal Deficit. The White House
is planning an aggressive public campaign to build support for its approach to reduce the federal deficit through tax
increases and spending cuts. U.S. President Barack Obama will meet with labour leaders on Tuesday and some corporate chief executives on Wednesday in an effort to solidify support for his proposals. Both groups have influence
with different segments of Congress on Capitol Hill. President Obama plans to travel outside of Washington in an
attempt to broaden national support for his proposals – including tax increases for the wealthy – which White House
officials believe won public support in last week’s election. President Obama has planned the meetings as policy
makers begin work crafting a package of deficit reduction measures which would avert the fiscal cliff of mandatory
spending cuts and tax increases, scheduled to take effect on January 1st. President Obama will meet with congressional leaders on Friday.”
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The Obama Fiscal Years

Total federal revenue, outlays and deficits, fiscal
years 2007 - 2012, in billions of dollars
2007

2008

2009

2010

2011

2012

Receipts

$2,568

2,524

2,105

2,163

2,302

2,449

Outlays

$2,729

2,983

3,518

3,456

3,599

3,538

Deficit

-$161

-459

-1,413

-1,293

-1,297

-1,089

% of GDP

-1.2%

-3.2

-10.1

-9.0

-8.7

-7.0

Sources: Department of the Treasury, Office of Management and
Budget, Congressional Budget Office
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•

Front Page Headline, Wall Street Journal – “India’s
Industrial Output Contracts – Trade Gap Widens.
Government data discloses that the nation’s industrial
output contracted by 0.4% in September on a yearover-year basis, following a downwardly revised output
reading of 2.3% in August, previously reported as 2.7%.
Separately, India’s trade deficit widened to $26.9 billion
(U.S.) in October, from $18.08 (U.S.) in September, citing the country’s heavy dependence upon oil imports,
while weak demand from the U.S. and Europe led to a
decline in exports. Robert Prior-Wandesforde, director of emerging markets economic research at Credit
Suisse, commented: ‘A considerable amount of funding
will be needed to meet such wide (trade) deficits and
Indian authorities will be hoping that by availing the
multibrand retail segment for foreign investment, it will
attract some immediate capital flows. Nevertheless,
we wouldn’t be surprised if the government imposed
new measures to contain the trade deficit. For example, such measures could include a further increase in
the import duty on gold.”

•

Front Page Headline, Wall Street Journal – “Spanish
Banks Freeze Distressed Evictions. The Spanish
Banking System (AEB) announces a two-year freeze on
evictions of homeowners ‘in extreme financial need,’
amid a public uproar following the suicides of two homeowners facing eviction. The announcement didn’t define what the banks meant by ‘extreme financial need’
and it was unclear how many of the tens of thousands
of homeowners, who had been facing eviction, would
benefit from the freeze. Housing foreclosures are one
of the most visible human dramas of Spain’s economic
crisis, with the number of court-sanctioned evictions
climbing steadily since the collapse of a decade long
housing bubble in 2008. Rising unemployment, which
now exceeds 25%, is aggravating homeowners’ difficulties in meeting mortgage payments.”

• Front Page Headline, Wall Street Journal – “Accelerate Economic Growth, Not Taxes: Norquist. U.S.
House Speaker John Boehner and other Republican
lawmakers have recently hinted at possible willingness
to raise tax revenues, as part of a broader solution to
the looming fiscal cliff. However, at the conservative
Americans for Tax Reform (ATR), the Taxpayer Protection Pledge flame continues to burn brightly. In a CBS
TV interview, ATR President Grover Norquist insisted:
‘Tax increases are not what Mr. Boehner is suggesting
and are not what the 2012 election outcome mandated.
Speaker Boehner is in favour of more revenue from
economic growth … and House Republicans were reelected on a commitment to keeping taxes low.’ Wakeup call for Mr. Norquist: At Longwave Analytics, we
note that you have never been elected to any post
on any level of U.S. government. Given the recent
election outcome, your position as a Washington
lobbyist is about to be marginalized; as the politicians attempt to reach a compromise on the fiscal deficit problem to prevent the nation from being
consumed by the exponentially rapacious jaws of
debt. It would never occur to you, Mr. Norquist, that
there will be no meaningful economic growth until
the deleveraging process of the Economic Winter
is complete, or drastically reduced, and those debt
levels cannot be expunged solely by cuts in budgeted expenditures.” See also, Economic Winter,
The Pathology of Debt and Erosion of Civil Liberties
in America, February 1, 2012 and Economic Winter,
The Looming American Fiscal Cliff Crisis, June 15,
2012.

Washington Lobbyist and Founder of the ATR Grover Norquist.
Source: AFP/Getty Images
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•

Front Page Headline, Wall Street Journal – “U.S. Set
to Be Top Oil Producer by 2020: IEA. In its Annual
World Energy Outlook, the International Energy Agency
proclaims: ‘The global energy map is being redrawn by
the resurgence in oil and gas production in the United
States by about the year 2020, due to a boom in shale
oil.”

A pump jack near Greenburg, Kansas

•

Front Page Headline, Daily Telegraph U.K. – “NonRenewable Aquifers Rapidly Depleting in China.
While China possesses the world’s biggest shale gas
reserves at 36 trillion cubic metres, much of it is in
places like the Tarim Basin in Xinjiang with severe water scarcity. Some 65% of China’s water use is for
irrigation and 23% for industry, mostly in coal production. Under the latest five-year plan, China is diverting rivers equal to the Tigris and Euphrates combined
to supply the dry belt. Water will have to be rationed
much more severely by price, as will electricity, and
that will represent an extra cost/tax, a loss of competitive advantage.”

Source: Associated Press

Front Page Headline, New York Times – “Syrian Opposition Announces Broad New Unity Pact. The agreement elicited praise from the big foreign powers, including the United States, backing the opposition effort
to topple Syrian President Bashar al-Assad. Joshua
Landis, director of the Center for Middle East Studies at
the University of Oklahoma, commented: ‘This is a big
day for the Syrian opposition. The Assad regime must
be worried, since it has survived for 42 years thanks to
Syria’s fragmentation.”

Syrians flee into Turkey from Ras al-ain after an airstrike by Syrian forces.
Source: Reuters News

•

Source: International Energy Agency

Tuesday, November 13th
•

The Office for National Statistics reports the U.K. consumer price index (CPI) rose by 2.7% in October on
a year-over-year basis, up from 2.2% in September,
citing higher university tuition fees. Alan Clarke, an
economist at Scotiabank Plc in London, commented:
‘The impact from tuition fees is dramatically bigger
than it should have been. The inflation rate is probably going to be above (the Bank of England’s) 2%
target for all of next year and there’s a chance that it
may go above 3%. That would be, not only unfortunate
for consumers, but also, more difficult for the Bank of
England to deliver more stimulus.’

•

Front Page Headline, Globe and Mail – “Sun Media
Announces Job Layoffs and Plant Closures. In a
news release, Sun Media, Quebecor Inc.’s newspaper
chain, announces 500 job cuts and the closing of two
Ontario production facilities in Ottawa and Kingston.
In a statement, Sun Media President and CEO Pierre
Peladeau noted: ‘This restructuring is regrettable but
warranted by changes in our industry which force us to
align our cost structure with the new reality. The restructuring further streamlines and optimizes the organization’s operations. By doing so, Sun Media Corp. is
proactively leading the way to deliver more stimulus.”
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•

•

Front Page Headline, Globe and Mail – “Greek Debt
Crisis Escalates as EU and IMF Disagree. At meetings in Brussels, euro zone finance ministers suggested
that Athens should be given until 2022 to lower its debt
to GDP ratio to 120%, however, International Monetary
Fund Managing Director Christine Lagarde insisted the
existing target of 2020 should remain: ‘We clearly have
different views. What matters at the end of the day is
the sustainability of Greek debt, so that the country can
be back on its feet.’ There is also an internal rift over
whether euro zone governments need to write off some
of Greece’s debt to make it manageable. While IMF officials have pressed for such a ‘haircut,’ Germany has
vehemently rejected it as illegal. However, diplomats
remain confident that an agreement will be completed
to release a 31.5 billion euro ($40 billion U.S.) tranche
of bailout funds which Athens urgently requires to avert
bankruptcy.”
Front Page Headline, National Post – “Canadian Balanced Budget Not Until Fiscal 2017. Finance Canada
reports the nation’s federal deficit will not be balanced
until the fiscal year ending March 31, 2017 – one year
later than previously expected. In a speech to the Fredericton Chamber of Commerce, Finance Minister Jim
Flaherty stated: ‘Compared with most advanced countries, Canada is in a relatively good position. Real GDP
is now significantly above pre-recession levels which
is the best performance in the G7. However, Canada
is not immune to the economic uncertainty beyond our
borders and the economic challenges faced by some of
our largest trading partners.”

•

Front Page Headline, National Post – “U.S. Budget
Deficit Hits $120 Billion (U.S.) in October. The Department of the Treasury reports the American federal
deficit was $120 billion in October – up from $98 billion (U.S.) in October 2011 – and representing about
$4 billion (U.S.) per day, or $1.44 trillion (U.S.) annualized. Growth in expenditures outpaced rising revenues, deepening the deficit. Outlays grew to $304
billion (U.S.) from $262 billion (U.S.) in October 2011,
while revenues increased to $184 billion (U.S.) from
$163 billion (U.S.).

Wednesday, November 14th
•

Front Page Headline, Times of London – “Europe Hit
by Continent-Wide General Strike. Much of Europe is
being brought to a halt by coordinated general strikes
in Spain, Greece, Portugal and Italy, in protestation of
austerity measures. The ‘Day of Action and Solidarity’
across the European Union (EU) is also expected to
witness protests occurring in Belgium, Germany and
France. British airports at Heathrow and Gatwick cancelled a number of flights to destinations across the
Continent because of the walkout, which is expected
to involve about 40 worker groups in 23 countries. Yesterday, trouble flared in Spain with 32 people arrested
and 15 others treated for injuries, following clashes
with riot police. The Spanish General Workers Union
stated the nationwide work stoppage – the country’s
second of the year – was being heeded by nearly 100%
of workers in the automobile, energy, shipbuilding and
construction industries. Spain, where one in four workers is unemployed, is now teetering on the brink of requesting a European bailout, with Prime Minister Mariano Rajoy trying to forestall a rescue package which
could include even more EU-mandated budget cuts.”

Protestors construct a barricade of burning tires in Madrid.
Source: Times of London
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•

The Office for National Statistics reports the number of unemployed workers in Britain declined by 49,000 to 2.51 million in the 3rd. quarter, pushing the unemployment rate down to 7.8%; while the number of unemployed people aged
16 to 24 also fell by 49,000 to reach 963,000 – back below the significant one million mark. However, the number of
people claiming unemployment benefits – which is viewed as a more timely measure of unemployment – increased
by 10,100 in October to reach 1.58 million. Chris Williamson, chief economist at Markit Economics, commented: “The
official labour market data reveal that employment continued to rise over the summer, however, also suggest that the
hiring trend is weakening. Therefore, the data add to recent signs from business surveys that growing uncertainty
about the economic outlook is causing an increasing number of firms to retrench and focus on cost-cutting.”

•

Front Page Headline, Daily Telegraph U.K. – “BOE Lowers GDP Forecast. In the Bank of England’s latest quarterly
Inflation Report, the central bank expects GDP growth of only 1% next year and forecast the inflation rate would fall
back towards the government’s 2% target in the second half of 2013, later than previously thought. BOE Governor
Sir Mervyn King warned: ‘There seems to be a greater risk that the U.K. economy may be in a period of persistent
low growth. The weaker GDP product profile reflects the judgment that the broader causes and repercussions of the
financial crisis may bear down more forcefully on demand and productivity than previously estimated. We face a difficult challenge in our biggest export market because the euro area and peripheral countries account for 50% of our
trade. The prospects there look very bleak. This is a very difficult environment in which the U.K. economy is trying
to rebalance … The outlook for inflation was the main reason why the policymakers decided to stop the purchases of
gilts earlier this month. However, the monetary policy committee (MPC) has neither lost faith in asset purchases as
a policy instrument, nor concluded that there will be no additional purchases.”

Bank of England Governor Sir Mervyn King

Source: Bloomberg News

•

The Labor Department reports the U.S. producer price index (PPI) declined by 0.2% in October, following a 1.1% increase in September, citing lower energy costs and lower prices for automobiles

•

The Commerce Department reports U.S. retail sales fell by 0.3% in October, following a 1.3% increase in September,
citing it was able to compile information from the storm-affected northeast coast, but it was not able to quantify its
impact
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•

In its latest Global Economic Outlook, the New York based-U.S. Conference Board forecasts a slowdown in the
economies of the ‘BRIC’ countries arguing: “As Brazil, Russia, India, China and others mature from rapid investmentintensive ‘catch-up’ growth, the structural speed limits of their economies are likely to decline. Mature economies
are still healing the scars of the 2008-2009 (financial) crisis. However, unlike in 2010 and 2011, emerging markets
did not pick up the slack in 2012, and won’t do so in 2013 … Europe’s demographic crunch and poor productivity has
reduced the trend in (economic) growth to near 1%, although it could worsen if the euro region falls short in terms of
monetary policy and follows Japan into a structural deflation trap. Large numbers of people may be shunned by the
labour markets forever. Germany’s GDP will outperform those of France and Italy over the next five years by a wide
margin, implying a bitter conflict within the European Monetary Union (EMU) over control of the policy levers. French
economic woes stem from low investment, as well as delayed austerity and reform.”

•

Front Page Headline, Globe and Mail – “Obama Stands Firm on Tax Increases for Wealthiest Americans. At a
White House Press Conference, U.S. President Obama was adamant that Americans earning more than $250,000
(U.S.) a year must pay higher taxes in order to reduce the federal deficit. However, he signaled that such higher taxes
might not necessarily mean raising the top marginal tax rate to 39%, a centerpiece of his campaign. The President
embraced the Republican contention that entitlement programs must be overhauled, and indicated openness to cutting discretionary spending. However, he dismissed a Republican suggestion that higher tax rates could be avoided
altogether by closing loopholes and limiting deductions: ‘A modest tax increase on the wealthy is not going to break
their backs because they are still going to be wealthy.”

Thursday, November 15th
•

The Labor Department reports the U.S. consumer price index (CPI) rose by 0.1% in October following a gain of 0.6%
in September. The core rate – which excludes food and energy – also rose by 0.2%, reflecting rising rental rates and
clothing costs.

•

The Reserve Bank of New York reports its general economic index of manufacturing activity declined by a reading of
minus 5.2 in November following a level of minus 6.2 in October. Readings of less than zero signal a contraction in
manufacturing activity covering New York State, northern New Jersey and southern Connecticut. A Fed spokesman
commented that power outages and destruction of property in New York and New Jersey caused by Hurricane Sandy
placed a strain on the region’s factories.
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•

The Labor Department reports U.S. initial claims for
state unemployment benefits increased by 78,000 to
439,000 in the week ended November 10th. while continuing claims increased by 171,000 to a seasonally
adjusted 3.33 million in the week ended November
3rd. Those people who have exhausted their traditional benefits, but may now be receiving emergency
or extended benefits from state or federal programs
declined by about 100,000 to 4.98 million in the week
ended October 20th. A Labor Department spokesman
commented that the increase in claims was mostly evident in states affected by Hurricane Sandy.

•

•

•

Front Page Headline, Bloomberg News – “Gaza Militants Fire Missiles at Israel Following Air Attacks.
Sparking the worst violence in four years, Israel and
Palestinian militants in the Gaza Strip exchanged air
strikes and rocket fire, following yesterday’s assassination of Ahmed al-Jabari, the leader of Hamas’ military
wing. Israeli fire has killed 18 Palestinians, including
7 civilians, one of whom was an 11 month-old child.”

•

The Federal Reserve Bank of Philadelphia reports its
general economic index of manufacturing declined by
a reading of minus 10.7 in November following a level
of 5.7 in October. Readings of less than zero signal a
contraction of activity in Delaware, eastern Pennsylvania and southern New Jersey

•

The United States Postal Service reports a net loss of
$15.9 billion (U.S.) for its fiscal year ended September
30th. compared with a $5.1 billion (U.S.) loss in fiscal 2011. Chief Financial Officer Joe Corbett warned:
“Without action by Congress, the Postal Service will
exhaust its cash position on October 15, 2013, after
it makes a required workers compensation payment
to the U.S. Labor Department.” The Postal Service is
pleading with Congress to enact legislation before it
adjourns this year, that would allow it to spread future
retirees’ health benefit payments over a longer term,
discontinue Saturday delivery and enable it to close
post offices and mail processing plants more easily.
Postmaster General Patrick Donahoe affirmed: “We are
walking a financial tightrope. Will we ever stop delivering the mail? It will never happen. We are simply too
important to the economy and the flow of commerce.”

•

Front Page Headline, Globe and Mail – “U.S. Housing Market ‘Far From Being Out of the Woods:’ Bernanke. In a speech to the Operation HOPE Global
Financial Dignity Summit, Federal Reserve Chairman
Ben Bernanke cited: ‘Although there good reasons to
be encouraged by the recent direction of the housing
market, we should not be satisfied with the progress
we have seen to date. At this point, however, it seems
likely that the pendulum has swung too far the other
way, and that overly tight lending standards may now
be preventing creditworthy borrowers from purchasing
homes, thereby slowing the revival in housing and impeding the economic recovery … For the first time in
a number of years, the housing sector is improving,
adding to (economic) growth and jobs. However, the
housing revival still faces significant obstacles and the
benefits of that revival remain quite uneven.’
Statistics Canada reports the nation’s factory sales
rose by 0.4% to $49.8 billion (CAD) in September.
Factory sales rose in 8 of 21 categories, representing
just under half of Canadian manufacturing. Production
in the volatile aerospace industry soared by 43% to
$1.8 billion (CAD), the biggest increase since last May.
Excluding the aerospace sector, total manufacturing
sales declined by 0.7%. In the key automotive sector,
sales declined by 3.6% to $4.6 billion (CAD). However,
Statscan notes that manufacturing sales of motor vehicles have been gradually rising since the late 2008
economic downturn, although the gains have been
modest compared with other manufacturing industries.
Front Page Headline, Wall Street Journal – “Euro Zone
Economy Contracts Again. Despite modest economic
growth in Germany and France, the persistent continental debt crisis fuels a second consecutive period of
0.7% economic downturn in the 3rd. quarter, offering
little hope for the worsening global environment as rising unemployment and fiscal austerity across much of
Europe highlight the region’s misfortunes.

Monday November 12, 2012

Friday, November 16th
•

Front Page Headline, Washington Post – House Committee Blames Corzine for Collapse of MF Global. After a
year-long investigation, a report by the House Financial Services Oversight Committee concludes the former chairman of MF Global, Jon Corzine, is to blame for the collapse of the brokerage by making risky investments in European
bonds and sidelining senior executives who challenged his strategies. The report noted Mr. Corzine embraced an
‘authoritarian management style and reckless business strategies, many of which were carried out without the full
knowledge of the company’s board of directors’ – assertions that Mr. Corzine’s legal team has denied. ‘Mr. Corzine
acted as MF Global’s de facto chief trader, using the European bonds as collateral in certain transactions that were
kept off the books. When the firm’s chief risk officer balked at the size of the European bond portfolio, Mr. Corzine
ignored the warnings and managed to prevent any complaints from reaching the board of directors. In their struggle
to inject liquidity into the company, MF Global employees resorted to accessing customer funds. The failure to protect
those funds amounts to a dereliction of duty on Mr. Corzine’s part.”

•

Eurostat – the European Union’s statistics office – reports the 17-nation European Monetary Union posted a 9.8 billion
euro ($12.5 billion U.S.) trade surplus in September, more than fivefold the number posted in the same month of 2011.
Despite recessions in Italy, Spain and Portugal and a depression in Greece, all four countries increased their exports
in the January to August period on a year-over-year basis, while imports fell.

•

Front Page Headline, Financial Times – Japan’s PM Dissolves Parliament. Japanese Prime Minister Yoshihiko Noda
dissolved the Diet’s lower chamber following approval by its upper house of legislation intended to reform an electoral
system that the Supreme Court has declared constitutionally problematic. This clears the way for a general election
on December 16th. which could redraw the political map of the world’s third largest economy. The election appears
certain to lead to the ousting of Mr. Noda’s ruling Democratic Party, which has struggled in office since defeating the
long-ruling Liberal Democratic Party by a landslide in 2009. However, the largest party in the lower house appears
likely to be the LDP, marking the return to power of a political machine that dominated Japanese politics for decades.
Shinzo Abe, leader of the opposition Liberal Democratic Party and favourite to be Japan’s next prime minister said he
welcomed what would be an ‘historic battle.”

•

Front Page Headline, Gephardt Medley Government Advisors – “Lame Duck Forecast: Risk Off. Status quo U.S.
election results reinforce our lame duck outlook for the session of Congress over the next two months. We foresee
an unruly session with multiple attempts to come to a fiscal agreement. We envisage a 70% chance of a deal to delay
the fiscal cliff prior to the Christmas break and a 30% chance of going over the cliff. Either scenario is significantly
stock market negative and U.S. Treasury positive. We think the post-election stock market sell-off is just the beginning of a prolonged risk-off period. The busiest-ever lame duck session of Congress began this week. There will be
five working weeks to deal with $800 billion (U.S.) worth of expiring tax and spending provisions which will put fiscal
adjustments at the top of investors’ minds. We believe the lack of progress from Washington will keep stock markets
nervous until Christmas and possibly beyond. Accordingly, we afford a 65% likelihood to an agreement delay, a 30%
possibility to going over the fiscal cliff and a 5% probability that Congress will strike a grand bargain.” See also, Ian’s
Investment Insights, November 5, 2012.

CLOSING LEVELS FOR FRIDAY, November 16th

WEEKLY CHANGE

Dow Jones Industrial Average

12,588.31

– 227.08 points

Spot Gold Bullion (December)

$1,714.70 (U.S.)

– $16.20 per oz.

11,877.72

– 319.08 points

1.60%

– 1 basis point

99.90 cents (U.S.)

+ 0.03 cent

U.S. Dollar Index Future (Spot Price)

81.072 cents

+ 0.014 cent

WTI Crude Oil (November)

$86.67 (U.S.)

+ $0.60 per barrel

S&P / TSX Composite
10 - Year U.S. Treasury Yield
Canadian Dollar
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“Those who cannot remember the past are condemned to repeat it.” Santayana

