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The Tempe, Arizona-based Institute for Supply Man-

agement (ISM) reports its U.S. manufacturing index 

rose to a reading of 52.8 in May from a level of 51.5 

in April, citing the new orders index rose to a reading
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of 55.8 from 53.5 in April; the fastest pace in five months.  Read-
ings above 50 indicate expansion.  Bradley Holcomb, chairman 
of the ISM Manufacturing Business Survey Committee, noted:  
“We’re still slugging away here, but we’re moving in the right 
direction.” 

Data provider Markit Economics reports the final May reading 
for its U.S. purchasing managers’ index (PMI) was 54, following 
an April level of 54.1 citing: “The May data indicated a further 
robust expansion of U.S. manufacturing output, but new busi-
ness volumes increased at the slowest pace since the beginning 
of 2014.”   

The Commerce Department reports U.S. consumer spending 
declined by$2.6 billion (U.S.) in April, citing a higher personal 
savings rate of 5.6%, up from 5.2% in March.  Eugenio Aleman, 
an economist at Wells Fargo, commented: “Americans have 
continued to bolster their savings and seem unwilling to spend 
despite solid job creation and the extra income they are receiv-
ing as a result of low gasoline prices.”  

The Commerce Department reports outlays for U.S. construc-
tion projects rose by 2.2% in April to a seasonally adjusted an-
nual pace of $1.01 trillion (U.S.), following a revised increase of 
0.5% in March.  In terms of private outlays in April, spending rose 
by 0.6% for residential projects and by 3.1% for non-residential 
projects.  Spending rose by 3.1% for apartments, by 3.2% for 
commercial buildings and by 4.6% for facilities such as power 
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plants.  Meanwhile, public construction spending rose by 3.6% 
for educational facilities and by 8.5% for highways and streets.  
In a research note, Ted Wieseman, an economist at Morgan 
Stanley, observed: “This is a very strong construction spending 
report, significantly exceeding elevated expectations, with much 
better results for private non-residential and government spend-
ing projects adding to a surge in home building activity,” 



Front Page Headline, Business Insider – “Lack of Investor Con-
fidence in Equity Valuations Could Be Symptomatic of a Bubble: 
Robert Shiller.  In an interview with Goldman Sachs published 
over the weekend, Yale Professor and Nobel Laureate Robert 
Shiller warned:  ‘There is a bubble element in the current behav-
ior of stock market valuations.’     

Beyond the social epidemic, Mr. Shiller – who published his 
famous book ‘Irrational Exuberance’ just prior to the NASDAQ 
peak in 2000 – there is one gauge that would cause him to be-
come quite worried about stocks: a loss of investor confidence.  
Mr. Shiller, who is often polling institutional and individual inves-
tors about the stock market, has been frequently asking this 
question of late: ‘Do you think that the stock market is overval-
ued, undervalued or about right?’    
 
As Mr. Shiller related to Goldman Sachs: ‘What I deem valuation 
confidence captured by this question has been on a downward 
trend and for individual investors has recently reached its low-
est point since the stock market peak in 2000.  The fact that 
investors don’t believe in the valuations in the stock market is 
a source of concern and might be symptomatic of a bubble; al-
though I don’t know if we have enough data to prove it.’  So, 
looking at equity markets from a valuation standpoint, Shiller’s 
preferred measure reveals stocks are about as expensive as 
they’ve ever been outside of the NASDAQ bubble.   

However, stock markets not only reflect current calculations 
from investors, but also, their beliefs and confidence in stocks 
and their future.  So, while investors don’t likely want to see cor-
porate earnings decline, a loss of faith in stock market valua-
tions could prove just as worrying.  However, for the moment, 
Mr. Shiller isn’t ready to call stock market prices in a bubble.   
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The Commerce Department reports U.S. factory orders declined 
by 0.4% in April, citing weak demand for transportation equip-
ment and a broad range of other goods and following an up-
wardly revised March increase of 2.2%, previously reported as 
a gain of 2.1%.  

Autodata reports the pace of U.S. auto sales rose to a seasonally 
adjusted annualized rate of 17.9 million vehicles in May, marking 
the fastest pace in almost 10 years.  In a research note, Jesse 
Hurwitz, an economist at Barclays, commented: “We have been 
anticipating a bounce back in consumption growth following the 
puzzlingly weak April data and today’s sales reports from auto 
manufacturers suggest these gains are beginning to material-
ize.”  Accordingly, today Barclays increased its estimate for U.S. 
gross domestic product (GDP) growth for the current quarter to 
2.6% from a previous estimate of 2.3%.  

Eurostat, the European Union’s statistics office, reports the con-
sumer price index (CPI) for the 19 member countries of the Eu-
ropean Monetary Union (EMU) rose by 0.3% in May on a year-
over-year basis, following a flat reading in April and led by higher 
prices for certain unprocessed foods, as well as services. 
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WEDNESDAY, JUNE 3RD

Statistics Canada reports the nation’s merchandise trade deficit 
narrowed to $2.97 billion (CAD) in April, following an upwardly 
revised March deficit of $3.85 billion (CAD), previously reported 
as $3.02 billion (CAD).  Imports declined by 2.5% to $44.9 bil-
lion (CAD) citing lower demand for consumer goods, metals and 
minerals.  Exports fell by 0.7% to $41.9 billion (CAD), the fourth 
consecutive monthly decline and the lowest total since Janu-
ary 2014.  Shipments of pharmaceutical and medical products 
declined by 28% to $578 million (CAD) while forest product ex-
ports were 5% lower at $3.18 billion (CAD).  Energy shipments 
rose by 5.9% to $7.3 billion (CAD), bringing the year-over year 
decline to 31.6%.  

The Commerce Department reports the U.S. trade deficit nar-
rowed to $40.9 billion (U.S.) in April, following March’s down-
wardly revised deficit of $50.6 billion (U.S.), previously reported 
as $51.4 billion (U.S.).  Imports declined by 3.3% to $230.8 billion 
(U.S.) as West Coast ports cleared a backlog of shipments cre-
ated by a labor dispute in the 1st. quarter.  Exports increased by 
1% to $189.9 billion (U.S.), citing exports of American services 
ballooned to $60.9 billion (U.S.), the highest total ever recorded.  

Front Page Headline, Wall Street Journal – “OECD Lowers Out-
look for Global GDP Growth.  The Paris-based Organization for 
Economic Cooperation and Development forecasts: ‘The global 
economy will strengthen slowly over the next 18 months and 
will only approach its pre-financial crisis gross domestic prod-
uct growth pace at the end of 2016.  The OECD is reducing its 
GDP growth forecast for the U.S. to 2% this year from the 3.1% 
forecast in March and to 2.8% from 3% for 2016.  Even if the 
economic weakness in the 1st. quarter was somewhat transitory, 
the outlook for the global economy remains unsatisfactory due 
to a sustained trend of low investment and low demand.  The 
gross domestic product of our 34 member countries will increase 
by 1.9% in 2015 and by 2.5% in 2016.”
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OECD Secretary General Hose Angel Gurria (center) and U.N. 
Development Program Administrator Helen Clark (right) listen 
to a speech by French Environment Minister Segolene Royal 
(left) during the OECD forum in Paris. Photo: European Press 
Agency.   

Payroll processor Automatic Data Processing (ADP) reports 
U.S. private companies added 201,000 hires in May, following 
165,000 in March; citing construction companies added 27,000 
employees while manufacturers posted 5,000 layoffs.  

Markit Economics reports its U.S. services purchasing manag-
ers’ index (PMI) fell to a reading of 56.2in May from a level of 
57.4 in April.  Readings above 50 indicate an expansion of activ-
ity.      

The Tempe, Arizona-based Institute for Supply Management 
(ISM) reports its non-manufacturing purchasing managers’ in-
dex (PMI) declined to a reading of 55.7 in May from a level of 
57.8 in April, a 12-month low.  In a research note to clients, Ian 
Shepherdson, chief economist at Pantheon Macroeconomics, 
observed: ‘The mining industry was the only sector to report a 
contraction in May; so there’s really nothing to worry about here.’ 

In its most recent Beige Book survey the U.S. Federal Reserve 
reported: ‘Overall economic activity expanded modestly during 
the reporting period of early April until late May.  Residential 
and commercial real estate activity, as well as construction, im-
proved since the previous survey and employment levels im-
proved slightly.  However, a strong U.S. dollar continued to im-
pact the steel industry and others as well.  Five of twelve districts 
had reported either a negative impact on import sales, or capi-
tal investments in segments with significant exposure abroad.  
Moreover, the downturn in the oil and gas industry tempered 
manufacturing growth in over half the districts, with contacts in 
the northeast region reporting a much bigger and faster than 
anticipated slowdown.’     
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Front Page Headline, Business Insider – “Majority of U.S. Mutual 
Funds Unable to Outperform Their Benchmark.  Goldman Sachs 
analysts reviewed the performance of 248 American large cap 
equity mutual funds with a combined $730 billion (U.S.) under 
management.  These are the mutual funds that invest in compa-
nies one might find in the S&P 500.  Indeed, many of the fund 
managers in this category attempt to track the S&P 500 closely, 
but actively make adjustments in their investment portfolios in 
their efforts to beat the S&P 500.  This is where they strive to 
earn the fees which they’re paid.  The Goldman analysts dis-
covered that after fees, only 43% of the mutual funds have out-
performed the S&P 500 to date in 2015.  Although this is above 
the 10-year average of 36% of mutual funds outperforming, this 
means that 57% of mutual funds are underperforming the mar-
ket this year.  In other words, in the majority of these mutual 
funds, investors are paying additional fees to money managers 
so they can allocate the money in a way that realizes fewer prof-
its, than if investors were to simply invest in the S&P 500 on their 
own.  Is it finally time for some mutual fund investors to purchase 
that passively managed index fund?

THURSDAY, JUNE 4TH

Front Page Headline, MarketWatch News – “IMF Urges U.S. 
Federal Reserve to Delay Raising Fed Funds Rate Until First 
Half of 2016.  In its annual review of the U.S. economy, the In-
ternational Monetary Fund urged the Federal Reserve ‘to de-
fer raising the Federal Funds rate until there are greater signs 
of wage and price inflation than are currently evident … While 
pockets of financial stability risks are emerging, U.S. monetary 
policy should not be used to dampen them.  Instead, financial 
regulation and supervision should be strengthened.  The under-
pinnings for gross domestic product (GDP) growth and job cre-
ation remain in place for the United States, but some momentum 
has been recently sapped by a series of negative shocks … We 
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also believe that the U.S. dollar is moderately overvalued, so a 
further marked appreciation would be harmful to the domestic 
economy.” 

The Labor Department reports U.S. initial claims for state unem-
ployment benefits declined by 8,000 to a seasonally adjusted 
276,000 in the week ended May 30th. while continuing claims 
fell by 30,000 to 2.2 million in the week ended May 23rd.  Initial 
claims have now been below 300,000 – an historically low level 
– for 13 consecutive weeks.  In a research note to clients, Gus 
Faucher, an economist at PNC Financial Services, commented: 
‘The labor market continues to improve with low layoffs and 
strong hiring. The tightening labor market will lead to stronger 
wage growth during 2015, as employers discover they need to 
raise wages in order to attract workers.’    

FRIDAY, JUNE 5TH
 
The Federal Reserve reports U.S. consumer credit rose by 
7.3% in April to a seasonally adjusted annual pace of $20.5 bil-
lion (U.S.); the second consecutive monthly increase over 7%.  
While credit card debt soared by an 11.6% annual rate – the 
fastest pace in a year – non-revolving debt, mainly automobile 
and student loans, grew at a 5.8% annual rate, down from an 
8.1% gain in March.  

The Labor Department reports U.S. non-farm payrolls increased 
by 280,000 in May – the most in 5 months – following a re-
vised 221,000 gain in April.  Joe LaVorgna, chief economist at 
Deutsche Bank Securities in New York, commented: ‘This pay-
roll report only reinforces the view that the domestic economy 
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is a lot healthier than the GDP data imply.  How weak can the 
economy be when it’s generating this kind of job growth?’  

Front Page Headline, Business Insider – “Greece’s Bailout Talks 
Are Souring.  Columnist Mike Bird reports: It feels as though 
Europe has been in the eleventh hour of Greece’s negotiations 
for several months.  However, now the endgame seems to be a 
series of false peaks.  The climax appears close, only to edge 
away at the last minute.  That’s certainly true of the last week.  
Following fraught negotiations to get an agreement signed by 
Friday in order that Greece could make its payment to the In-
ternational Monetary Fund (IMF), Athens has decided to bundle 
its June payments into one and make them all at the end of the 
month; thereby adding more than three additional weeks to Eu-
rope’s psychodrama.  Greek Prime Minister Alexis Tsipras was 
initially thought to be returning to Brussels for further talks.  How-
ever, that is no longer the case.  

Greek Prime Minister Alexis Tsipras (center) in Athens last Tues-
day.      Source: Reuters 
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It is not clear what will be done during the next few weeks.  The 
Financial Times obtained a copy of Greece’s proposals to reduce 
its debt burden to 60% of gross domestic product (GDP) by 2030 
and Germany’s Tagespiegel released the country’s full series of 
proposals to its creditors.  Neither proposal is particularly prom-
ising in terms of the possibilities for a quick agreement.  Here’s a 
snippet from Deutsche Bank’s Early Morning Reid e-mail which 
shows just how sour relations are among Greek leaders, Ger-
man Chancellor Angela Merkel and French President Francois 
Hollande: ‘A statement from the Finance Ministry said that after 
four months of negotiations, creditor institutions submitted pro-
posals which can’t solve the riddle of the economic crisis caused 
by the policies implemented in the last five years.’  In a confer-
ence call among Tsipras, Merkel and Hollande, Tsipras was said 
to have told the creditors that the proposal put in front of him 
could not be a basis for an agreement and was not reflective 
of the progress made in talks in Brussels.  Merkel’s comments 
last night that ‘we’re still far from reaching a conclusion, so we 
still have to wait a bit’ are a clear sign that large gaps remain 
between the two sides.  

The time before the new headline of June 30th. has fuelled 
speculation that something else is coming next; i.e. snap elec-
tions, or possibly a referendum.  Purportedly, most of the people 
calling for an election or referendum are hardliners such as Dim-
itris Stratoulis, but an election or referendum could help Tsipras 
whip his party into line.  If he wins on his own terms, rebellious 
backbenchers won’t be able to suggest he’s rejecting his elec-
toral promises.  Of course, if it doesn’t go his way, the situation 
could become even more chaotic.  Here’s a snippet from BNP 
Paribas’ latest note: There are many Syriza MPs who publically 
say they will not support an agreement which violates the main 
lines of Syriza’s program.  A few of them have been calling for 
snap elections in case no agreement is reached.  The number 
of dissenters within Syriza will determine what comes next.  A 
referendum could still be used as a way to put more pressure 
on potential dissenters and renew Syriza’s mandate, but time is 
running out for Greece and it is unclear whether a referendum 
will still be possible if it is not announced within the next few days 
because it would likely require 2-4 weeks to organize. Indeed, 
if there is going to be an election or referendum, it must be an-
nounced soon.

See the chart on the next page from BNP Paribas which outlines 
the possible scenarios. 
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Statistics Canada reports the nation’s employers added 58,900 
jobs in May – the biggest increase in 7 months – with most of 
them in British Columbia, Ontario and Nova Scotia.  Sebastien 
Lavoie, an economist at Laurentian Bank Securities, observed: 
‘May’s full-time job gains suggest that a hiring improvement in 
non-energy producing provinces is finally beginning to offset the 
decline coming from oil producing provinces.’
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CLOSING LEVEL FOR FRIDAY, JUNE 5TH.                          WEEKLY CHANGE    

Dow Jones Industrial Average              17,849.46                    – 161.22 points 

Spot Gold Bullion                                  $1,168.10 (U.S.)         – $21.70 per troy oz. 

Spot Silver                                            $16.09 (U.S.)              – $0.62 per troy oz.   

S&P / TSX Composite                          14,957.16                    – 56.93 points 

10 –Year U.S. Treasury Yield                2.41%                        + 29 basis points

Canadian Dollar                                    80.39 cents (U.S.)     – 0.02 cent 

U.S. Dollar Index Future                       96.345                       – 0.542 cent 

WTI Crude Oil Futures                         $59.13 (U.S.)             – $1.17 per barrel 

DJIA / Gold Ratio                                 15.281                       + 0.143 point 

Gold / Silver Ratio                                72.60                         + 1.397 points
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”Those who cannot remember the past are condemned to repeat it.” Santayana
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