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UNDERSTANDING THE LONGWAVE ECONOMIC AND FINANCIAL CYCLE

THAT WAS THE WEEK THAT WAS
Monday, November 25th
Front Page Headline, Business Insider – “Mobile
Video Gains Market Share at Cable TV’s Expense.
In recent Citi Research study, media stock analysts
Craig Moffett and Michael Nathanson report: ‘All the
major U.S. cable TV companies lost a collective
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113,000 subscribers in the 3rd. quarter and the pay-TV industry
has just recorded its worst 12-month period in its history. Since
the beginning of 2010, more than 5 million people have cancelled their cable TV and broadband subscriptions.’
•

The Washington-based National Association of Realtors (NAR)
reports its index of U.S. pending home sales declined by 0.6% to
a reading of 102.1 – on a seasonally adjusted basis – in October,
following a drop of 4.8% in September; citing both higher mortgage rates and house prices. NAR’s chief economist Lawrence
Yun commented: ‘We could rebound a bit from this level, but still
face the headwinds of limited inventory and falling affordability
conditions. Some relief from the current stringent mortgage underwriting standards going into 2014 could help offset the headwind factors.”

TUESDAY, NOVEMBER 26TH

•

The Commerce Department reports U.S. building permits rose
by 6.2% to an annualized pace of 1.03 million units – a five year
high level – following a September rate of 974,000 units, citing
a surge in applications for multi-family housing for either rental
units or condominiums.

•

The S&P / Case-Shiller group report their index of property values in 20 U.S. cities rose by 13.3% in September on a yearover-year basis, following an increase of 12.8% in August. Ryan
Wang, an economist at HSBC Securities in New York, commented: “The housing market has clearly benefitted from fewer foreclosures compared to 2012, with the share of distressed housing
transactions now back to pre-crisis levels.”

•

Front Page Headline, Business Insider – “U.S. Regional Economic Map – Nov. 2013.
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•

•

Front Page Headline, Business Insider – “China Has Secured
Ecuador’s Entire Oil Sector. Reuters News reports that since
Ecuador was virtually shunned by the world’s bond markets after
it defaulted on $3.2 billion (U.S.) of its sovereign debt in 2008,
the Ecuadorean government negotiated an agreement with
China. In exchange for covering about two thirds of Ecuador’s
$6.2 billion (U.S.) financing requirements during 2013, China
has secured the rights of up to 90% of Ecuador’s oil shipments
for an undisclosed number of years. Actually, little of the oil gets
shipped to China. Instead, Chinese oil firms are able to sell the
oil to aspiring Ecuadorean trading partners and capture an enormous discount. While Ecuador’s annual oil sales total $13 billion
(U.S.), China’s cash advances cover only a small portion of that
amount. Reuters notes: ‘Ecuadorean President Rafael Correa,
a socialist who is critical of the power that western oil majors and
private energy trading firms once held in Ecuador, has touted the
Chinese agreement as a triumph of trade between close allies.”
Front Page Headline, Financial Post – “NHL and Rogers Communications Reach 12-Year Broadcast Mega-Deal. Rogers
Communications announced it has secured the broadcast and
multimedia rights to all national Canadian NHL games for 12
years, in an agreement worth $5.2 billion (CAD) and commencing in the 2014-15 season.

remains an issue for consumers because of the uncertainty it
breeds.”

WEDNESDAY, NOVEMBER 27TH
•

The Commerce Department reports U.S. durable goods – those
products expected to last for at least 3 years – orders declined
by 2% in October, citing fewer orders for jumbo jets and lower
levels of business investment – adversely affected by the 16-day
partial federal government shutdown – in most major industries.
Orders for capital goods, such as machinery and computers,
were also lower than in September.

•

The Labor Department reports U.S. initial claims for state unemployment benefits declined by 10,000 to a seasonally adjusted
316,000 in the week ended November 23rd. while continuing
claims fell by 91,000 to a seasonally adjusted 2.78 million in
the week ended November 16th. Those Americans who have
exhausted their traditional benefits and are now receiving emergency or extended benefits from state or federal programs increased by about 3,100 to 1.31 million in the week ended November 9th.

•

Front Page Headline, Financial Times – “Chancellor Merkel
Secures German Coalition Agreement. Angela Merkel and her
coalition partners have reached an agreement that would bring
pension increases, a national minimum wage and motorway
tolls for foreigners; with no change to any of Germany’s key European Union (EU) policies. However, before the Chancellor’s
conservative Christian Democratic Union (CDU) and Christian
Social Union (CSU) can assume power, their pact will face a
critical test: an unprecedented referendum of the opposition Social Democratic Party’s (SPD) 470,000 members. SPD leader
Sigmar Gabriel believes that his party’s members would back
the coalition ‘by a broad majority. SPD members will be proud of
what we have achieved in this coalition agreement for people in
Germany.’ Michael Kemmer, general manager of the Association of German Banks stated: ‘It’s good that we now have a coalition agreement, since Germany urgently needs a government
capable of action.”

•

The University of Michigan / Wells Fargo group report their final
U.S. consumer confidence index for November rose to a reading of 75.1, following a preliminary reading of 72, indicating a
bounce back from the partial federal government shutdown and
the deferral of raising the U.S. statutory debt limit until February
2014.

Nadir Mohamed, CEO of Rogers (L) and NHL Commissioner
Gary Bettman. Source: FP
•

The New York-based Conference Board reports its U.S. consumer confidence index declined to a reading of 70.4 in November – a seven month low – following an upwardly revised level
of 72.4 in October, citing Americans are more pessimistic about
the labor market outlook. Jacob Oubina, an economist at RBC
Capital Markets in New York, observed: “The jobs market continues to be extremely challenging. In addition, federal fiscal policy
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•

•

In a new report, the International Monetary Fund (IMF) forecasts
the Canadian economy will continue to expand in 2014, buoyed
by demand from the U.S. The IMF expects Canada’s gross domestic product (GDP) to grow by 2.25 % next year – with output
accelerating in the second half of 2014 – following an estimated
1.6% GDP growth rate for 2014, as exports and business investment disappointed. The report cautioned: “Elevated levels
of household debt and high valuations in a number of housing
markets, remain a potential vulnerability.”

•

The European Commission (EC) reports its euro zone index of
executive and consumer economic confidence rose to a reading
of 98.5 in November, up from of 97.7 in October.

•

Front Page Headline, Business Insider – “NYSE Margin Debt
Reaches Another High in October. See charts on the next page
sourced by the Business Insider.

THURSDAY, NOVEMBER 28TH
Thanksgiving Day Holiday in the United States

•

Chicago-based ShopperTrak reports U.S. retailers posted a
2.3% gain in sales to $12.3 billion (U.S.) on Thanksgiving Day/
Black Friday, the weakest holiday shopping results since 2009.
In an interview, ShopperTrak’s founder Bill Martin noted: “While
pedestrian traffic for the combined Thanksgiving/Black Friday
period rose by only 2.8% – equating to approximately 1.07 billion store visits – the majority of consumers actually focused on
Thursday’s store openings, more than analysts had anticipated.”

•

The National Bureau of Statistics reports China’s Purchasing
Managers’ Index (PMI) for the manufacturing sector posted a
reading of 51.4 in November, unchanged from October. Wang
Tao, an economist at UBS AG in Hong Kong commented: “At
present, China’s economic momentum seems to be quite stable,
with robust production levels and expanding domestic and export orders so, policy makers should remain quite relaxed.”

•

Statistics Canada reports the nation’s gross domestic product
(GDP) grew at an annual pace of 2.7% in the 3rd. quarter, led
by solid gains in consumer spending, construction and business
investment. However, Leslie Preston, an economist at the Toronto Dominion Bank, cautioned: “There is still a long way to
go before Canada’s GDP growth rate will be strong enough to
warrant a central bank monetary policy of higher administered
interest rates. Obviously, Canada’s economy is closely linked to
economic activity in the U.S. where GDP growth in the current
quarter is looking rather soft.”

•

Front Page Headline, Time Magazine – “The Federal Reserve
Is Now America’s Most Powerful Political Institution. In a recent
speech, New York Fed President William Dudley focused on the
too-big-to-fail problem in banking where he not only, suggested
policy prescriptions for how to clean up the financial system, but
also, offered pointed opinions about the culture of banking. Mr.
Dudley noted ‘a problem evident within some large financial institutions, i.e. the apparent lack of respect for law, regulation and
the public trust … Whether this is due to size and complexity,
bad incentives or other issues, is difficult to judge; however, it is
another critical problem which must be addressed.” See also,

Front Page Headline, Le Metropole Café – “New York Fed’s
Strange New Role: Big Bank Equity Analyst. The Federal Reserve’s stated mandate is to serve as the central bank of the
United States, focusing on achieving its monetary policy through
its open market activities in the fixed income and foreign exchange markets. However, the New York Fed itself is helping to
fuel suspicions about what’s occurring within its cloistered walls
at 33 Liberty Street in Lower Manhattan. Of the 12 regional Federal Reserve Banks, the New York Fed is the only institution with
a trading floor and highly sophisticated trading platforms. Despite multiple requests, the New York Fed will not provide a photo of the full trading area. Photos of its gold vault and currency
vault are on line, but photos of the trading area are off limits, for
unspecified reasons. The resume of Katie Kolchin is also noteworthy. On Saturday, September 17, 2011, Ms. Kolchin spoke
at the annual Lehigh University Financial Services Forum. According to the brochure given to participants, Ms. Kolchin works
for the Federal Reserve Bank of New York: ‘performing equity
research on the large cap U.S. and European banks. Throughout her career as an Equity Research Analyst, Ms. Kolchin has
covered various sectors, including Global Consumer Products,
Global Real Estate and Metals and Mining at UBS Securities; as
well as at a boutique investment bank.’ It would appear that the
New York Fed has an internal equity research team, of which
Ms. Kolchin is the Senior Analyst. The team’s coverage includes
Bank of America, Barclays, Citigroup, Credit Suisse, Deutsche
Bank, Goldman Sachs, JP Morgan Chase, UBS, Wells Fargo
and Morgan Stanley. More curiously, Ms. Kolchin states: ‘I have
developed a sell-side style research platform, including work
product branding, distribution strategy and internal client marketing presentations … and use my capital markets experience
and contacts to garner insights into the market’s reaction to
stock and bond price (trends).”

FRIDAY, NOVEMBER 29TH
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a case of a misaligned monetary policy for the Netherlands, degenerating over time into plain policy error. The ECB’s interest
rates were too low for Dutch needs during the credit bubble.
Monetary policy has since been too tight, trapping the country in
a slow bust. Dutch M3 money growth dropped to minus 3.6% in
October. See the 2nd chart on the next page from Ed Yardeni.

Economic Winter – The Culture of Theft and Greed in the Investment Banking Industry, November 17, 2013.
•

Front Page Headline, U.K. Daily Telegraph Blog – “Downgraded
Netherlands Is Another Victim of EMU Mismanagement. Standard & Poor’s (S&P) has downgraded the Netherlands’ sovereign debt credit rating from ‘AAA’ to ‘AA’ (High) in what amounts
to a symbolic gesture, since the yield spread between 10-year
German bunds and comparable Dutch bonds has barely moved
… S&P cited: ‘The Netherlands has tipped into a bad equilibrium. The growth trend of the country’s per capita income is persistently lower than its peers. The Dutch gross domestic product
(GDP) will contract by 1.2% this year. Real per capita growth will
average minus 0.1% from 2006-2016 and output will not regain
its peak until 2017.’ Dutch debtors are in a trap. House prices
have declined by 20% from their peak and are expected to fall
even further. Some 16% of residential mortgages are already
under water. Dutch household debt is 110% of GDP and total
private/public debt is 300% of GDP – far higher than Italy.

The reality is that even the Netherlands has been destabilized
by the European Monetary Union, despite being a creditor state
and despite close trade ties to Germany. The country is now
stuck. S&P expects the Dutch current account surplus to increase to 10% of GDP from 2013-2016. No, this is not a sign of
health. Not only are extreme imbalances always bad, but also,
a deformed structure has become entrenched.”
•

It is dangerous to flirt with deflation when debt ratios are so high,
yet that is exactly what is happening right now in Holland. The
latest data from Eurostat reveals that HICP inflation has been
running at about minus 0.8% annualized, post tax adjustments.
The Netherlands has great reserves of wealth, with much of it
being locked up in pension funds. The country should be able
to muddle through provided the deflation scare abates … and
provided the euro zone economy does in fact rebound next year.
Clearly, the country no longer has a safety buffer. Any external
shock will push Holland into a Japanese-style deflation, greatly
complicating Dutch debt dynamics. This is not a risk that any
advanced economy should ever take. The entire saga has been

Front Page Headline, Mish’s Global Economic Trend Analysis –
“25% of Spanish Would Consider Leaving Spain for Economic
Reasons. One in three Spaniards have no money after paying
their bills, which is higher than the European average of 26%; although some countries like Greece, Estonia and Hungary have
reached 40%. If they must prioritize in order to pay their bills,
Spaniards choose to pay for the latest mobile phone and internet purchases. If they can squeeze some savings from their
household budgets, 79% of those do so by reducing leisure and
clothing expenses. 80% of Spaniards think the government
lacks good financial control, compared to an average of 60% for
the European Union. 25% of Spaniards would leave their country for better opportunities; followed by 44% of Greeks; 47% of
Hungarians and 52% of Estonians. However, where would they
go? The answer is nowhere because there are just too few jobs
elsewhere and plenty of xenophobia in France, as well as other
countries which are also struggling.”

CLOSING LEVELS FOR FRIDAY, NOVEMBER 29TH.

WEEKLY CHANGE

Dow Jones Industrial Average

16,086.41

+ 21.64 points

Spot Gold Bullion

$1,250.40 (U.S.)

+ $6.30 per oz.

S&P / TSX Composite

13,395.40

– 82.94 points

!0-Year U.S. Treasury Yield

2.74%

Unchanged

Canadian Dollar

94.16 cents (U.S.)

– 0.86 cent

U.S. Dollar Index Future

80.548

– 0.099 cent

WTI Crude Oil Futures

$92.72 (U.S.)

– $2.00 per barrel

Monday November 25th, 2013

Source: Daily Telegraph U.K.
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