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Front Page Headline, MarketWatch
News – “As a U.S. Government
Shutdown Looms, a Budget Agreement
is Nowhere in Sight.

Monday, September 30th
The U.S. Senate has voted 54 – 46 to reject a budget bill passed by the House of Representatives, setting the stage
for a partial federal government shutdown tomorrow. President Obama commented: ‘You don’t get to extract a ransom
for doing your job, for doing what you’re supposed to be doing anyway, or just because there’s a law there you don’t
like. Time is running out.”

U.S. President Obama comments on the looming government shutdown.
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•

The Institute for Supply Management’s (ISM) manufacturing index for Chicago rose to a reading of 55.7 in September
from a level of 53 in August. Economists monitor the Chicago index and other regional reports for an early reading
on the national manufacturing outlook. The Chicago group includes goods producers and service providers with both
domestic and foreign operations.

•

Front Page Headline, Wall Street Journal – “Italian Government Teeters on the Brink of Collapse. In a
dramatic weekend move, Silvio Berlusconi’s People of Freedom Party withdrew its support for the ruling coalition
government—ostensibly in a dispute over tax policy—reiterating plans to vote against Prime Minister Enrico Letta’s
young government in a confidence motion scheduled for Wednesday. Mr. Berlusconi told a meeting of party
leaders: ‘We must stay united.”

Tuesday, October 1st
•

Front Page Headline, Bloomberg News – “U.S. Government Shutdown Begins as Congress is Deadlocked.
The U.S. Government began its first partial shutdown in 17 years, idling as many as 800,000 federal employees,
closing national parks and halting some services; after Congress failed to break a partisan budget deadlock by a
midnight deadline. Since Congressional leaders have scheduled no further budget negotiations, some lawmakers are
concerned that the shutdown could lead to the more consequential fight over the raising of the statutory debt limit
(currently $16.7 trillion U.S.); in order to avoid a default on U.S. Treasurys, on or about October 17th.”

•

Front Page Headline, Bloomberg News – “Merck Announces 8,500 Layoffs Amid Corporate Reorganization.
Whitehouse Station, New Jersey-based Merck and Co.—the second biggest U.S. drug maker by sales—will fire 8,500
workers and reorganize its research and development (R&D) sector. The newly eliminated positions add to the 7,500
layoffs previously announced, amounting to a total of 20% of Merck’s work force. All areas of the company will be
affected by the dismissals, including R&D, sales and management. In a conference call, Chief Executive Officer
Ken Frazier elaborated: ‘We will sharpen our focus on core therapeutic areas. That means more resources for
vaccines, cancer, diabetes and hospital care. In other therapeutic areas, we will significantly reduce our resources.’
The company also announced it will reduce its real estate holdings—particularly in New Jersey—and focus on
improving the efficiency of its manufacturing and supply network. In addition, its corporate headquarters will relocate
to Kenilworth, New Jersey, about 35 miles east and closer to New York City.”

Wednesday, October 2nd
•

At a Paris news conference following the monthly meeting of the European Central Bank’s Governing Council, ECB
President Mario Draghi announced: “We remain particularly attentive to developments which may have implications
for monetary policy and consider all available instruments. We have a vast array of instruments to this extent and
we exclude no option in order to address policy changes as are most appropriate.” Mr. Draghi also announced that
the ECB would be leaving its benchmark lending rate unchanged at 0.5% for the fifth consecutive month. While
Mr. Draghi didn’t announce any new liquidity measures today, he repeated that the ECB is prepared to establish a
long-term refinancing operation for Europe’s financial system if needed.

ECB President Mario Draghi (left) and Bank of France Governor Christian Noyer.

Source: Bloomberg
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•

Roseland, New Jersey-based ADP Research Institute reports U.S. companies added 166,000 employees to private
sector payrolls in September, following a revised increase of 159,000 in August.

•

Front Page Headline, Wall Street Journal – “Italy’s Letta Retains Power but Bigger Challenges Abound. While
Italian Prime Minister Enrico Letta won the fight to keep his government in power today, the bigger battle will be to
revive a sclerotic economy that is emerging as a major threat to the euro zone economic recovery. After days of
political chaos, Mr. Letta won confidence votes in both houses of parliament when conservative leader Silvio Berlusconi
abandoned his bid to topple the government at the last minute. However, the near demise of the coalition, just
five months following its formation, highlights the challenges of pursuing an ambitious economic overhaul amid a
fragmented and quarrelsome political scene.
Tito Boeri, an economist with Bocconi University in Milan,
observed: ‘The Letta government must make some unpopular choices. However, with such a complex political situation,
it becomes even more difficult. Mr. Letta has possessed no probability of passing strong reforms recently. While the
likelihood is slightly more positive now, it is still very difficult.’ Meanwhile, European policy makers are growing more
concerned with Italy’s failure to address its economic malaise, increasingly viewing the country—the euro zone’s third
largest economy after Germany and France—as the biggest threat to the region’s economic recovery from its long
financial crisis. A senior European policy maker—wishing to remain anonymous—noted: ‘At present, a program of
national renewal appears beyond Rome’s squabbling political class. The Italian political system is preoccupied with
itself and appears to have no time for the country.”
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•

Front Page Headline, Wall Street Journal – “No Movement in U.S. Government Stalemate. U.S. President Barack
Obama and congressional leaders met today for the first time since the federal government shut down, emerging
more than an hour later with no evidence of progress toward resolving their impasse over health care and government
spending. With hundreds of thousands of federal employees on furlough for a second day, congressional officials
of both parties left the White House meeting pessimistic about prospects for a swift end to the deadlock. They
made clear the fact that neither side had made concessions. Following the meeting, House Speaker John Boehner
(R. - Ohio) stated: ‘Republicans continue to want changes to the new federal health law—the Affordable Care Act.
However, President Obama reiterated one more time that he will not negotiate.’ Senate Republican Leader Mitch
McConnell (R. - KY) called the meeting ‘cordial but unproductive and President Obama had little interest in negotiating
a solution.’ President Obama has stated that he is willing to compromise on a wide-ranging budget agreement, but
only after Republicans take two steps: reopening the government leaving the health law intact and raising the nation’s
statutory debt limit.”

•

Front Page Headline, Washington Post – “Detroit Defaults on $600 Million (U.S.) of Unsecured Bonds. The move
marked the second bond default by the cash-strapped City after Kevin Orr, the City’s emergency manager, announced
a moratorium on unsecured debt payments last June 14th. In reference to Detroit’s bankruptcy filing, City spokesman
Bill Nowling confirmed: ‘Unsecured debts will be satisfied in accordance with a plan of adjustment, or by mutual agreement
of the various parties and the approval of the court.”

Thursday, October 3rd
•

Front Page Headline, Financial Times – “Global Economy Experiencing Transitions on an Epic Scale: IMF. In her
traditional speech prior to the annual meetings of the World Bank and International Monetary Fund in Washington next
week, IMF Managing Director Christine Lagarde warned: ‘Countries with inflationary pressures—such as Brazil India,
Indonesia and Russia—have less scope to use monetary policy and high debt and deficits mean many developing
countries have little space for fiscal stimulus either. The immediate priority is to ride out any turbulence as smoothly
as possible. Currencies should be allowed to depreciate and liquidity provision can help cope with dysfunctional
market behavior. Easier monetary policy can also be beneficial. Overall, the global economic outlook remains
subdued. In many of the advanced economies, however, we are finally seeing signs of hope. Economic growth is
improving, financial stability is returning and fiscal accounts are looking healthier … Because the normalization of
U.S. Federal Reserve monetary policy affects so many markets and people across the globe, America has a special
responsibility: to implement it in an orderly way, linking it to the pace of economic recovery and employment; to
communicate clearly and to conduct a dialogue with others.”

IMF Managing Director Christine Lagarde

Source: Times of London
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•

Front Page Headline, Business Insider – “American Economic Confidence Collapses over Past Three Days. Gallup
reports its daily economic confidence index declined by 5 points today to a reading of minus 32, its lowest level since
August 2012. The index was as high as plus 3 on May 29th. but has been falling ever since. In the rolling 3-day
period between September 30th. and October 2nd. 59% of respondents described the U.S. domestic economic outlook
as ‘getting worse.” See chart below.

•

Front Page Headline, Globe and Mail – “U.S. Debt Default Is Not an Option: Boehner. According to two Republican
aides, John Boehner, Speaker of the U.S. House of Representatives has vowed that he will not allow the U.S. government
to default on its debt. Republican spokesman Michael Steel elaborated: ‘Speaker Boehner has always said that the
United States will not default on its debt, but if we’re going to raise the (statutory) debt limit, we need to deal with the
drivers of our debt and deficits. That’s why we need a bill with (spending) cuts and reforms to get our economy moving
again.’ Three days into the federal government shutdown, U.S. President Obama has pointedly blamed Speaker
Boehner for keeping federal agencies closed while the bitter budget dispute moves closer to a more critical showdown
over the nation’s line of credit. The U.S. Department of the Treasury has already warned of calamitous circumstances
if Congress fails to raise the (statutory) debt limit ($16.7 trillion U.S.) by October 17th.”
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Friday, October 4th
•

Front Page Headline, Washington Post – “Republicans Are Losing the Shutdown Blame Game. See chart below.

Source: Washington Post

Monday September 30, 2013

CLOSING LEVELS FOR FRIDAY, October 4th

WEEKLY CHANGE

15,072.58

– 185.66 points

$1,309.90 (U.S.)

– $29.30 per oz.

12,758.65

– 85.43 points

2.64%

+ 2 basis points

97.16 cents (U.S.)

+ 0.10 cent

80.131

– 0.139 cent

$103.84 (U.S.)

+ $0.97 per barrel

Dow Jones Industrial Average
Spot Gold Bullion
S&P / TSX Composite
10 - Year U.S. Treasury Yield
Canadian Dollar
U.S. Dollar Index Future
WTI Crude Oil (November)

Ian A. Gordon, The Long Wave Analyst www.longwavegroup.com
Disclaimer : This information is made available by Long Wave Analytics Inc. for information purposes only. This information is not intended to be and should not to be construed
as investment advice, and any recommendations that may be contained herein have not been based upon a consideration of the investment objectives, financial situation or
particular needs of any specific reader. All readers must obtain expert investment advice before making an investment. Readers must understand that statements regarding
future prospects may not be achieved. This information should not be construed as an offer to sell, or solicitation for, or an offer to buy, any securities. The opinions and
conclusions contained herein are those of Long Wave Analytics Inc. as of the date hereof and are subject to change without notice. Long Wave Analytics Inc. has made every
effort to ensure that the contents have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete. However,
Long Wave Analytics Inc. makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be
contained herein, and accepts no liability whatsoever for any loss arising from any use of or reliance on this information. Long Wave Analytics Inc. is under no obligation to update
or keep current the information contained herein. The information presented may not be discussed or reproduced without prior written consent. Long Wave Analytics Inc., its
affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein. In addition, the companies referred to
herein may pay a fee to Long Wave Analytics Inc. to be listed on www.longwavegroup.com. Copyright© Longwave Group 2013. All Rights Reserved.

“Those who cannot remember the past are condemned to repeat it.” Santayana

