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THAT WAS THE WEEK THAT WAS
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Front Page Headline, Bloomberg News – “U.S.
Strikes with Sanctions at Putin’s Inner Circle. The
Obama administration has imposed sanctions on
seven Russian officials, together with 17 companies

MONDAY, APRIL 28TH
linked to President Vladimir Putin’s inner circle over the crisis
in Ukraine. The list includes Igor Sechin, OAO Rosneft chief
executive officer and Sergei Chemezov, director of State Corporation for Promoting Development, Manufacturing and Export
of Russian Technologies High-Tech Industrial Products (Rostec) and banks such as InvestCapitalBank and SMP Bank. The
travel bans and asset freezes announced by the White House
were issued in coordination with the European Union (EU) which
announced today it is adding 15 more names to the list of 55
individuals previously sanctioned … The U.S. and the EU stated
that Russia hasn’t honoured an accord signed on April 17th. in
Geneva, intended to diffuse the confrontation between the government in Kiev and pro-Russian separatists in eastern Ukraine.
Moreover, the U.S. has warned it is ready to issue additional
penalties to impact the broader Russian economy if Putin escalates the situation by sending troops into Ukraine.”

trial … Mohamed Elmessiry, a researcher at Amnesty International who attended the court hearing in Minya, observed: ‘It is
basically a death sentence to any remaining credibility or independence to Egypt’s criminal justice system, given that it was
only one hearing and no lawyers were in attendance at the trial.”
Indeed, from Cairo to Cape Town and from Lagos to Mogadishu
nothing but troubles throughout Africa.”

• Front Page Headline, Wall Street Journal – “Egypt Sentences
683 Muslim Brotherhood Supporters to Death. An Egyptian
judge has sentenced hundreds of Muslim Brotherhood supporters to death for the second time in as many months, as the government defied international criticism of its crackdown on the
Islamist group. Brotherhood leader Mohammed Badie was one
of the 683 defendants given the death penalty by Judge Said
Youssef . All were convicted on charges stemming from a violent protest that left two police officers dead in August of last
year in Minya province. The judge made the rulings following
a twenty minute court hearing, the second session in the mass

Egyptians react to the death sentences outside the courtroom in
the City of Minya. Source: European Pressphoto Agency.
• Front Page Headline, Business Insider – “Nothing Is More Important Than Preparing for Combat Now in the Face of Impending Conflict with the United States. The Pyongyang-based Korean Central News Agency (KCNA) reported this recent quote
from the North Korean leader Kim Jong-Un, following a shelling
drill by an artillery sub-unit on Friday.”
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TUESDAY, APRIL 29TH
•

The S&P/Case-Shiller group reports their 20 U.S. city composite
index of property values rose by a seasonally adjusted 0.8% in
February and by 12.9% on a year-over-year basis, slightly lower
than the 13.2% recorded in January. Thomas Costerg, an economist at Standard Chartered Plc in New York noted: “The days
of very robust house price gains are over. Elevated house price
gains are a headwind, especially for first-time buyers. Prices
should continue to moderate and the housing market needs that
to recalibrate supply and demand.”

•

The New York-based Conference Board reports its U.S. consumer confidence index declined to a reading of 82.3 in April
from an upwardly revised reading of 83.9 in March, previously
reported as 82.3. Lynn Franco, Director of Economic Indicators
at The Conference Board, commented: “Consumer confidence
declined slightly in April, as consumers assessed current business and labor market conditions less favourably than in March.
However, their expectations regarding the short-term outlook for
the economy and labor market held steady. Thus, while sentiment regarding current conditions may have slipped a bit, consumers neither foresee the economy, nor the labor market, losing the momentum that has been accumulating over the past
several months.”

•

The Office for National Statistics (ONS) reports Britain’s gross
domestic product (GDP) grew by 0.8% in the 1st. quarter of
2014 – slightly higher than the 0.7% recorded in the final three
months of 2013 – and by 3.1% on a year-over-year basis. The
ONS cited: “Britain’s economy was 0.6% smaller than at its peak
in the 1st. quarter of 2008 after the recession destroyed 7.2%
from total output.”

•

Front Page Headline, Wall Street Journal – “S&P Lowers Credit
Rating Outlook for 15 European Banks to Negative. Standard
& Poor’s Ratings Services has issued broad actions on dozens
of European banks, including a lowered credit rating outlook on
15 of those financial institutions including Barclays PLC, Credit
Suisse Group AG, Deutsche Bank AG and Swedbank. In its report, S&P cited: “European authorities are taking steps to require
creditors, rather than taxpayers, to bear the burden of the cost
of bank failures. Over the near term, we expect governments
will mostly remain supportive of senior unsecured creditors for
banks deemed systematically important. However, beginning in
2016, we expect there will be changes regarding how financial
support is structured before governments would participate by
providing solvency support.”

Kim Jong-Un (seated center) with a record number of brainwashed militiamen. Source: Reuters / KCNA.
•

The National Association of Realtors (NAR) reports its Pending
Home Sales Index rose by 3.4% in March to a reading of 97.4,
but was still lower by 7.9% on a year-over-year basis.

•

Front Page Headline, Business Insider – “U.S. President Obama
Has Just Sanctioned the Scariest Man on Earth. Rosneft CEO
Igor Sechin, who is considered one of the most powerful men in
Russia and the country’s most prominent oil tycoon, was among
seven Russians sanctioned by the U.S. today for their roles in
escalating the Ukrainian crisis. Sechin, the CEO of the stateowned conglomerate, is not only the most significant person
targeted on the new list of U.S. sanctions, but also, the person
whom the U.S. Treasury Department emphasized as having top
standing and ties with Russian President Vladimir Putin. Sechin,
like Putin, is a former KGB officer. He has been called ‘the scariest man on earth’ because of his background in espionage and
what Institute of Modern Russia’s Donald Jensen once called
his ‘reputation for ruthlessness.’ As the Manchester Guardian
has reported, during Putin’s first presidential term, Sechin often
worked behind the scenes in the Kremlin, leading U.S. officials
to joke he was a ‘sort of urban myth, a bogeyman invented by
the Kremlin to instill fear.’ Second to Putin, he is considered the
most powerful man in Russia.”

President Putin (left) and Rosneft CEO Igor Sechin. In this photo, it is probably a safe wager that these two leaders are not discussing recipes for Russian borscht. Source: Associated Press.
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•

Front Page Headline, Wall Street Journal – “Euro Zone Consumer Confidence Weakens on Ukraine Tensions. The European
Commission (EC) reported its headline Economic Sentiment Indicator (ESI) – which measures confidence in a number of business sectors and among consumers – declined to a reading of
102 in April from a level of 102.5 in March, its first drop since
April 2013. The decline in business confidence was broadly
based, with the national ESIs falling in Germany, France, Spain
and the Netherlands. Confidence fell in all of the euro zone’s
five business sectors and while rising tensions over Ukraine likely explain some of that loss of optimism, there was also evidence
that the euro’s appreciation was weighing on manufacturers.”

company’s largest single cache of drilling rights outside the U.S.
Exxon also has plans for an Arctic drilling program in alliance
with state-owned OAO Rosneft.”
•

As expected, the Federal Open Market Committee (FOMC)
announced it is continuing a steady withdrawal of the massive
amounts of emergency stimulus it has been pumping into the
U.S. economy. The FOMC will reduce its monthly purchases of
U.S. Treasurys and mortgage-backed securities by another $10
billion (U.S.) tapering of the Fed’s quantitative easing commitment to $45 billion (U.S.) per month.

•

The International Monetary Fund (IMF) has drastically lowered
its 2014 GDP growth forecast for Russia for the second time in
less than a month. Following two weeks of consultations with
Russian government officials and domestic businesses, the IMF
announced Russia’s gross domestic product is now expected
to grow by just 0.2% this year. It represented the fourth GDP
forecast reduction in the current series, the last being from 3% to
1.3% on April 8th. Echoing assessments by both the Russian finance ministry and independent economists, Antonio Spilimbergo, lead analyst of the IMF’s mission to Moscow, noted: “Technically, the Russian economy is already in recession. Geopolitical
tension, sanctions and the fear of more sanctions are having a
really bad effect on investment.”

•

Front Page Headline, Daily Telegraph U.K. – “Britain Should
Leave the EU if ECJ Judges Trample on its Basic Protections.
The European Court of Justice has come close to destroying the
last good reason for Britain to stay in the European Union. Judges in Luxembourg seem no longer willing to uphold the integrity
of the EU single market, or, rather they seem to be complicit
in subverting it. Stripping away a veneer of technicalities, the
ECJ has signaled in a test ruling on the Financial Transaction
Tax that it will not defend the City of London against assault by
euro zone states, who are determined to muscle through their
economic ideology, even when in breach of the ‘Four Freedoms’
which have always underpinned the European Project. One of
them is the free movement of capital within the EU.

WEDNESDAY, APRIL 30TH
•

The Commerce Department reports the U.S. gross domestic
product (GDP) grew at an annualized rate of 0.1% in the 1st.
quarter, citing severe winter weather conditions, especially over
the eastern half of the country. Samuel Coffin, an economist at
UBS Securities LLC in New York, commented: “So much of this
report is conditioned by that anomalous drop in exports and inventories and by the weather effect, that if anything, one expects
more of a rebound in the 2nd. quarter.”

•

The Roseland, New Jersey-based ADP Research Institute reports U.S. companies added 220,000 employees to their private
payrolls in April, following an upwardly revised gain of 209,000
in March. Mark Zandi, chief economist at Moody’s Analytics
noted: “The U.S. job market is gaining strength and the recent
job growth gains at mid-sized companies may signal improved
business confidence.”

•

Front Page Headline, Bloomberg News – “Russian President
Putin’s Threat to Retaliate for Sanctions Carries Risks. While
Russian President Vladimir Putin is casting himself as reluctant
to take countermeasures against additional sanctions from the
U.S. and the European Union (EU), he hasn’t ruled out doing
so eventually. Such a move could withdraw billions of dollars in
foreign investment from some of the world’s largest untapped oil
reserves. Gary Hufbauer, a sanctions specialist at the Peterson
Institute for International Economics in Washington, observed: ‘I
would expect President Putin to make life somewhat difficult for
foreign companies in Russia whose governments are imposing
the sanctions.’ Yesterday, President Putin’s warning of consequences for U.S. and European companies was delivered only
hours after the EU announced new sanctions over the crisis in
Ukraine. President Putin’s comments took aim at the interests of
companies such as Exxon Mobil Corp. which has drilling rights
to 11.4 million net acres (46,134 sq. kilometers) in Russia; the

‘They are playing with fire,’ noted Mats Persson from Open Europe, a body which has been warning for months that this case is
a watershed moment for Britain’s future in Europe. The judges
could hardly have acted with a more explosive effect in the insurrectional climate gripping the U.K. just three weeks before
the electoral reckoning in late May. It is a gift for UKIP’s Nigel
Farage, his party already leading both Labour and the Tories at
31%.
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Persson elaborated: ‘How many times must Britain be kicked in
the teeth by the ECJ before we all agree that enough is enough?
The case is not about the rights and wrongs of this so-called Tobin Tax, which levies a 0.1% fee on sales of stocks and a 0.01%
fee on derivatives. It is a matter of whether Britain can still trust
the ECJ to uphold the single market. There are other cases
pending which may be even more important.’

•

The ECJ has systematically become more powerful, extending
its jurisdiction from EU Community law (essentially commerce)
to the much broader realm of Union law with the Lisbon Treaty.
It is a force to be reckoned with, or preferably kept at a very safe
sovereign distance. The ECJ judges have shown their colours
in two pivotal rulings this year. Three strikes and surely we’re
out.”

THURSDAY, MAY 1ST
May Day Holiday in many European countries

The Labor Department reports U.S. initial claims for state unemployment benefits increased by 14,000 to a seasonally adjusted
344,000 in the week ended April 26th. while continuing claims
increased by 97,000 to 2.77 million in the week ended April 19th.

Military Veterans attend a recruiting event in San Diego. Source:
Bloomberg
•

The Tempe, Arizona-based Institute for Supply Management
(ISM) reports its index of U.S. manufacturing activity rose to a
reading of 54.9 in April, following a level of 53.7 in March.
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•

RBC reports its Canadian Manufacturing Purchasing Managers
Index (PMI) declined slightly to a seasonally adjusted reading of
52.9 in April from a level of 53.3 in March, citing weather-related
supply chain disruptions persisted in April, leading to longer delivery times and an increase in backlogs of orders.

•

The Commerce Department reports U.S. personal spending
rose by 0.9% in March, as personal income rose by 0.5%. Via
the Business Insider, according to Neil Dutta, director of economic research at Renaissance Macro: ‘I do think one thing
people are missing is that … the wealth ratio is rising (inverted in
the chart below). That is to say, households are seeing their financial and real estate assets rise faster than income and when
that happens, households feel better about the world and draw
down their rates of precautionary saving. Just as households
are not using their homes to extract equity, they become a little
more comfortable bringing down their rates of savings – averaging 3.8% in March – especially now that the bulk of household
deleveraging is behind us.’

•

Front Page Headline, Bloomberg News – “Ukraine’s East Begins
to Unravel. Ukraine’s easternmost regions are slipping from the
government’s grasp as separatists take over more official buildings, with the International Monetary Fund (IMF) warning that
additional financing may be required if control of the industrial
heartland is lost. Armed men stormed the Donetsk regional
prosecutor’s office today, hurling stones and stun grenades.
Pro-Russian rebels in nearby Slovyansk declared they’d begun
negotiations to exchange international monitors abducted last
week. Speaking in Kiev yesterday, Acting Ukrainian President
Oleksandr Turchynov remarked: ‘The government doesn’t control the situation in Donetsk, as well as some of the Donetsk region. Since there is a real threat of Russia starting a continental
war, our army remains on full combat alert.” See the chart on
the following page.

•

Front Page Headline, Mish’s Global Economic Trend Analysis –
“Japanese Output and New Orders Decline for First Time in 14
Months in April. According to Markit Economics, in both cases,
companies linked the reductions to the increase in the sales tax
on April 1st. The headline seasonally adjusted Purchasing Man-
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agers’ Index (PMI) – a composite indicator, providing a single figure snapshot of the manufacturing sector – posted a reading of
49.4 in April, following a level of 53.9 in March. Output fell to the
greatest extent since December 2012. According to anecdotal
evidence, the main contributor was a decline in both foreign and
domestic demand. Indeed, similar to output, new orders declined with evidence suggesting the increase in the sales tax
was the main factor behind lower new orders since clients had
brought forward purchases in March to avoid paying additional
costs in April. While one month does not present a complete
picture, to date Abenomics has resulted in a declining Japanese
balance of trade, inflation rate, little or no increase in exports and
soaring import costs, especially in food and energy. For those
results, many leading world economists acclaim Prime Minister
Shinzo Abe to be a hero. In contrast, others including myself,
think his policies have been an abject failure.”

FRIDAY, MAY 2ND
•

The Labor Department reports U.S. non-farm payrolls increased
by 288,000 in April – the biggest gain since January 2012 – following an upwardly revised 203,000 hires in March, while the
official unemployment rate declined to 6.3% from 6.7% in March
– the lowest level since September 2008. Meanwhile, the labor

participation rated declined to 62.8% in April from 63.2% in
March. Michael Gapen, an economist at Barclays Plc in New
York, commented: “The economy is gathering momentum, following the bad winter weather. If the unemployment rate remains in its downward trend, Fed tapering will continue.”
•

Front Page Headline, Washington Post – “How Ukraine and
Russia Are Moving Toward War. With Ukrainian troops launching a major assault on a rebel stronghold today … it looks like
the Ukraine crisis is entering a new stage. As the Post’s Michael
Birnbaum reported from Moscow: ‘It seems possible that even
a small spark could ignite a tinderbox regional conflict.’ Accordingly, the Washington Post is publishing a new map which includes recent troop movements in the region. See the map on
the following page.

•

Front Page Headline, Mish’s Global Economic Trend Analysis
– “April’s BLS Job Statistics Reveal Huge Differences between
the Household and Payroll Surveys. The official U.S. unemployment rate is 6.3%. However, if one begins counting all the
people who want a job but gave up looking; or all the people who
have part-time jobs but want full-time jobs; or all the people who
exited the unemployment rolls because their unemployment
benefits expired; one will get a picture that the true unemploy-

Monday April 28th, 2014

The military reality of the Ukraine crisis. Sources Royal United Services Institute / WP
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ment rate is closer to 12.3%. In the March jobs report, weather
related effects were readjusted. In April’s jobs report, we see a
return to the divergence between the establishment survey (+
288,000) and the household survey (– 73,000) is massive. So
is the decline in the labor force of 800,000 and that is the only
reason why the unemployment rate declined in April. All things
considered, this was not a good jobs report.”
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CLOSING LEVELS FOR FRIDAY MAY 2ND.

WEEKLY CHANGE

Dow Jones Industrial Average

16,512.89

+ 151.43 points

Spot Gold Bullion

$1,302.90 (U.S.)

+ $2.10 per oz.

S&P / TSX Composite

14,765.14

+ 231.57 points

10-Year U.S. Treasury Yield

2.58%

– 8 basis points

Canadian Dollar

91.07 cents (U.S.)

+ 0.46 cent

U.S. Dollar Index Future

79.508 cents

– 0.258 cent

WTI Crude Oil Futures

$99.76 (U.S.)

– $0.84 per barrel
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