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THAT WAS THE WEEK THAT WAS
Monday, March 3rd
Markit Economics reports its U.S. purchasing managers’ index (PMI) for manufacturing rose to a final
reading of 57.1 in February, following a reading of
53.7 in January, citing a greater volume of factory

MONDAY, MARCH 3RD
output and the highest level in new orders since April 2010.
Markit’s Chief Economist Chris Williamson commented: “To a
large extent, the index increase represents a temporary rebound
after bad weather disruptions in January. However, the industry
trend over the last three months was the strongest since May
2012.”
• The Tempe, Arizona-based Institute for Supply Management
(ISM) reports its U.S. manufacturing index rose to a reading of
53.2 in February, following a level of 51.3 in January. Russell
Price, an economist at Ameriprise Financial in Detroit, observed:
“Despite the extremely harsh winter weather conditions we’ve
had over the past couple of months, it’s been somewhat encouraging that the manufacturing sector continues to grow. There
still exists a sizeable amount of consumer and corporate pent-up
demand.”
• Markit Economics reports its euro zone purchasing managers’
index (PMI) for manufacturing declined to a final reading of 53.2
in February, following a level of 54 in January. Howard Archer at
IHS Global Insight noted: “This reinforces suspicion that it is going to be far from clear sailing for the euro zone in 2014. While
Europe may be establishing some modest economic growth, it is
still having difficulty building any meaningful momentum.”

• Front Page Headline, Bloomberg News – “Ukraine Sees More
Russian Incursions as Crimea Standoff Worsens. Ukraine’s
Defense Ministry warned that Russian servicemen confronted
Ukrainian army units in the Black Sea district today, while Russian fighter jets violated air space and more Russian warships
arrived. Crimea, where ethnic Russians comprise a 60% majority of the population, has become the focal point of Ukraine’s crisis after a political uprising triggered last month’s ouster of proRussian Ukrainian President Viktor Yanukovych. Ukraine has
mobilized its army and called for foreign observers after Russian
forces took control of the Crimean peninsula.”

Ukrainian soldiers guard the gate of an infantry base in Crimea.
Source: AP
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TUESDAY, MARCH 4TH
•

Front Page Headline, Washington Post – “American President
Obama Proposes $3.9 Trillion (U.S.) Budget for Fiscal 2015. The
spending plan proposed by President Obama for the fiscal year
that begins October 1st. focuses on new taxes for upper-income
Americans and businesses; plus numerous initiatives aimed at
bolstering education, research and low-income work programs.
The budget projects a fiscal deficit of $564 billion (U.S.) which
represents 3.1% of the nation’s gross domestic product (GDP).
Many of the President’s budget proposals are likely to meet with
a cool reception on Capitol Hill, where both parties are preparing
for November mid-term elections that could change the balance
of power in Congress.” See the charts on the following page
from The Wall Street Journal.

•

Front Page Headline, Financial Times – “U.S. Presses for Full
Russian Troop Withdrawal from Crimea. In his first public statement since the ouster of Ukrainian President Viktor Yanukovych,
via a televised news conference Russian President Putin asserted: ‘The tense situation in Crimea – associated with the possible use of the armed forces – just dissipated, the need for that
did not arise. The only thing which was necessary and which we
did, was to strengthen the protection of our military installations.
Therefore, I believe it will not be necessary for us to do anything
like that in eastern Ukraine.’ Speaking in Kiev, U.S. Secretary
of State John Kerry, warned: ‘America would isolate Russia politically, economically and diplomatically’ unless it withdrew the
forces which have seized control of the Crimea over the last
four days. Mr. Kerry added: ‘Instead of Russia hiding its hand
behind falsehoods, intimidation and provocations, I urge Mr. Putin to resolve concerns over Ukraine’s new leadership through
diplomacy and to allow international monitors in Ukraine.” See
the chart on page 4.
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WEDNESDAY, MARCH 5TH
•

•

Front Page Headline, New York Times – “Moody’s Downgrades
Chicago’s Credit Rating. Moody’s Investors Service announces
it has downgraded the City of Chicago’s credit rating from A3
to Baa1 – only three levels above junk status – with a negative outlook. Moody’s asserted: ‘The downgrade affects $8.3
billion (U.S.) of Chicago’s outstanding bond issues and reflects
the City’s massive and growing unfunded pension liabilities. The
City’s fiscal solvency is threatened by those liabilities unless major revenue and other budgetary adjustments are adopted, not
only soon, but also, on a sustained basis for years to come.”
In a press release following a monthly monetary policy meeting, Bank of Canada Governor Stephen Poloz cautioned: “While
the Ukrainian crisis has added a jolt of uncertainty to the Bank’s
economic outlook, domestic disinflation risks remain important.
Excess inventory in the economy and competition in the retail
sector will keep the inflation rate well below our 2% target this
year. Accordingly, the Bank’s monetary policy committee is
maintaining the Bank Rate unchanged at 1%.”

Bank of Canada Governor Stephen Poloz.
Source: Canadian Press
•

Automatic Data Processing (ADP) reports private sector employers added 139,000 jobs in February following a revised 127,000
hires in January. Mark Zandi, chief economist at Moody’s Analytics, noted: “February was another soft month for the job
market with employment weak across a number of industries.
Severe winter weather – especially at mid-month – weighed on
payrolls.”
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•

The Tempe, Arizona-based Institute for Supply Management
(ISM) reports its U.S. services index declined to a reading of
51.6 in February from a level of 54 in January. Kate Warne, an
investment strategist at Edward Jones, commented: “Investors
are ignoring current investment reports because it is impossible
to determine how much of a factor the cold and snowy weather
was in the continued index weakness.”

THURSDAY, MARCH 6TH
•

The Economy Ministry reports German factory orders, adjusted
for seasonal swings and inflation, rose by 1.2% in January following a revised 0.2% decline in December. Stefan Meutze, an
economist at Helaba in Frankfurt, commented: “The economic
outlook is pretty good as we have more (domestic) investment
and consumption in Germany. We’ll also have higher exports in
2014. The euro zone is no longer a risk as it was for the last two
years, because we now have an improved climate.”

Employees secure wheels to BMW motorbikes on the assembly
line at the Bayerische Motoren Werke factory in Berlin.
Source: Bloomberg News
•

Framington, Massachusetts-based Staples Inc. – America’s
largest office supplies chain – announces it will close as many
as 225 stores in North America and reduce costs by as much as
$500 million (U.S.) by the end of 2015. In addition to retail store
closures, the company stated: “Cost savings will be derived from
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labor optimization, non-product related costs, IT hardware and
services, marketing, sales force and customer service.” In a
press release, Staples’ Chief Executive Officer (CEO) Ron Sargent declared: “With nearly half of our sales being generated
online today, we’re meeting the changing needs of our business
customers and taking aggressive action to reduce costs and improve efficiency.”
•

The Labor Department reports U.S. initial claims for state unemployment benefits declined by 26,000 to a seasonally adjusted
323,000 in the week ended March 1st. while continuing claims
fell by 8,000 to a seasonally adjusted 2.91 million in the week
ended February 22nd. citing: “The recent volatility in jobless
claims coincides with the states most affected by winter storms.”

•

In a press release, European Central Bank President Mario
Draghi stated: “The ECB will be maintaining a low interest rate
policy for an extended period to foster further economic recovery. Accordingly, the ECB’s interbank lending rate will remain
unchanged at 0.25%.” In its latest projections, the ECB now
expects euro zone gross domestic product (GDP) to grow by
1.2% this year, 1.5% in 2015 and 1.8% in 2016.

FRIDAY, MARCH 7TH

•

Front Page Headline, Armstrong Economics – “China’s Exports
Collapse by 18.1% in February. We have warned that China’s
exports were an illusion and there was a huge carry trade borrowing dollars in Hong Kong at 1% and depositing the money in
China at 6%. However, trade tracks money, not goods, so the
illusion that China was still expanding was a good one, but still
just an illusion. China’s exports have plummeted unexpectedly
in February within the tradition of forecasters who use the numbers and believe in them. According to official figures, exports
fell by 18.1% on a year-over-year basis. Economists polled
by Reuters had expected a gain of 6.8% for the second largest economy in the world. This reveals just how out of touch
the mainstream economic community really is at this time. During February, many Chinese factories were closed, while the
nation’s imports rose by 10.1%, also more than expected. In
addition, there has been disclosed the first important Chinese
corporate bankruptcy. It is feared that more companies could
follow suit, since management skills about how to survive an
economic downturn in China are seriously lacking. Our projection for the trough in China’s economy remains our target year
of 2020. This is why the last bastion for capital remains the U.S.
dollar and the greatest recipient of capital is still the U.S. stock
market. The widening scope of the equity rally has enabled the
S&P 500 to take the lead away from the Dow Jones Industrial
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Average, showing the trend is flowing outside of the big institutional money.
•

The Economy Ministry reports German industrial production
rose by a seasonally adjusted 0.8% in January, following an upwardly revised 0.1% gain in December, previously reported as
a decline of 0.5%. According to Germany’s Meteorological Service, the country has experienced the fourth-mildest winter since
records began in 1881, bolstering both domestic consumption
and exports.

•

The Labor Department reports U.S. non-farm payrolls increased
by 175,000 in February while payroll gains in were upwardly revised for January to 129,000 from 113,000 and December to
84,000 from 75,000. While the labor participation rate remained
unchanged at 63%, the official unemployment rate rose slightly
to 6.7% from 6.6%. Joe LaVorgna, an economist at Deutsche
Bank Securities in New York, commented: “Faster job growth
means faster income and more discretionary spending. Also,
more business spending means companies will acquire more
capital.”

•

Statistics Canada reports the nation’s economy shed 7,000 jobs
in February, citing: “There has been little overall employment
growth in Canada since August 2013. The public sector led last
month’s declines, shedding 50,700 jobs. The private sector added 35,200 jobs while the number of self-employed expanded by
8,600. Among the provinces, employment in Alberta has surged
by 3.8% on a year-over-year basis creating 83,200 new jobs;
compared with a 0.5% increase nationally.”
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CLOSING LEVELS FOR FRIDAY, MARCH 7TH.

WEEKLY CHANGE

Dow Jones Industrial Average

16,452.72

+ 131.01 points

Spot Gold Bullion

$1,338.20 (U.S.)

+ $16.60 per oz.

S&P / TSX Composite

14,299.08

+ 89.49 points

10-Year U.S. Treasury Yield

2.79%

+ 14 basis points

Canadian Dollar

90.20 cents (U.S.)

– 0.10 cent

U.S. Dollar Index Future

79.695

– 0.08 cent

WTI Crude Oil Futures

$102.58 (U.S.)

– $0.01 per barrel
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