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Monday, August 22nd

Front Page Headline, Bloomberg News – “Libya Verg-

es on New Leadership – Rebels Enter Tripoli.  Two of 

Muammar Qaddafi’s sons reportedly arrested.”

MONDAY, AUGUST 22ND

Austria, Holland and Slovakia will demand collateral for any ad-
ditional loans to Greece following a recent commitment secured 
by Finland.  Moody’s Investors Service announces: “A series of 
agreements forcing Greece to provide collateral in return for aid 
from foreign governments would be negative for the credit rat-
ings of Greece and other (financially) troubled euro zone states.” 

The Organization for Cooperation and Development (OECD) 
reports economic growth (GDP) among its 34 member nations 
rose by only 0.2% in the 2nd. quarter, following a 0.3% gain in 
the 1st. quarter.  China, Brazil, India and Russia are non-mem-
bers.

Front Page Headline, National Post – “NDP Leader Jack Layton 
Dies of Cancer.  The New Democratic Party leader of the official 
opposition was 61 years old.”

TUESDAY, AUGUST 23RD

Statistics Canada reports the nation’s retail sales rose by 0.7% 
in June, citing higher sales in the motor vehicles and parts sector

Front Page Headline, Wall Street Journal – “N.Y. District Attor-
ney Abandons Strauss-Kahn Charges.  The criminal case be-
came compromised by accuser’s “litany of lies.” 

•

•

•

•

•

The ZEW Center for European Economic Research in Mannheim 
reports its index of German investor and analyst economic ex-
pectations over the next six months, declined to a reading of 
minus 37.6 in August from a level of minus 15.1 in July – the 
lowest reading since December 2008

HSBC reports its China Manufacturing Purchasing Manager’s 
Index rose slightly with a preliminary reading of 49.8 for August, 
following a final reading of 49.3 for July.  HSBC’s chief econo-
mist for China, Hongbin Qu, commented: “All these data sug-
gest that the hard landing risk (for China) is still remote.  This 
provides some leeway for the People’s Bank of China to keep 
the current tightening measures in place.” 

According to data released by the Federal Deposit Insurance 
Corp. (FDIC), 23 U.S. lenders were removed from the list of 
problem banks in the 2nd. quarter, bringing the total to 865 – the 
first decline since the 3rd. quarter of 2006

The European Commission (EC) reports its consumer confi-
dence index declined by 5.4 points in August to a reading of 
minus 16.6 – the lowest level since June 2010  
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The Census Bureau reports U.S. new home sales declined by 
2,000 in July to an annual pace of 298,000 following a revised 
pace of 300,000 in June, previously reported as 312,000.  Josh-
ua Shapiro, an economist with MFR Inc. commented: “Demand 
for new homes is stagnant despite record low mortgage rates, 
while competition from foreclosures continues to cloud the sec-
tor.” 

• Front Page Headline, Telegraph U.K. – “U.S. Markets Rally on 
Hope of Jackson Hole Stimulus.  Dow Jones advances 322 
points.  Clearly, there is hope that Ben Bernanke can deliver 
something positive on Friday.  See also, Winter Warning, August 
17, 2011 – Hope Springs Eternal in the Human Breast.
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WEDNESDAY, AUGUST 24TH

The Royal Bank of Canada raises its 5-year variable closed 
residential mortgage rate by 20 basis points to 2.55% (the prime 
rate of 3% less 45 basis points) 

Moody’s Investors Service downgrades Japan’s sovereign debt 
credit rating to Aa3 from Aa2, citing weak growth prospects for 
the world’s third largest economy, massive government debt and 
continuing political uncertainty

The Ifo Institute in Munich reports its business climate index, 
based upon a survey of 7,000 executives, declined to a reading 
of 108.7 in August – the lowest reading since June 2010 – fol-
lowing a level of 112.9 in July 

The Commerce Department reports U.S. durable goods orders 
rose by 4% in July, following a revised decline of 1.3% in June, 
citing higher demand for autos and aircraft

Front Page Headline, New York Times – “Hurricane Irene Up-
graded to Category 3.  Projected path of hurricane Irene cites 
landfall near Cape Hatteras, North Carolina.”

The Mortgage Bankers Association reports its seasonally adjust-
ed index of U.S. mortgage applications – which includes both 
refinancing and home purchase demand – declined by 2.4% in 
the week ended August 19th.

THURSDAY, AUGUST 25TH

The Labor Department reports U.S. initial claims for state unem-
ployment benefits rose by 5,000 to 417,000 in the week ended 
August 20th. from a revised total of 412,000 previously reported 
as 408,000; while continuing claims declined by 80,000 to 3.64 
million in the week ended August 14th.  The number of people 
who have exhausted their traditional unemployment benefits 
but are receiving extended or emergency benefits under federal 
programs declined by 45,989 to 7.29 million in the week ended 
August 7th.     

Warren Buffet’s Berkshire Hathaway invests $5 billion (U.S.) in 
Bank of America cumulative perpetual preferred shares carrying 
an annual dividend of 6%, coupled with warrants to purchase 
700 million common shares at an exercise price of $7.14 (U.S.) 
over a 10-year period.
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Front Page Headline, Wall Street Journal – “Greek Default Fears 
Rise.  Greek bond yields soar to record highs:  46.10% for 2-year 
maturities and 18.30% for 10-year issues

Nationwide, the U.K.’s third largest mortgage and savings pro-
vider, reports its consumer confidence index declined to a read-
ing of 49 in July from a level of 51 in June.  Nationwide’s chief 
economist, David Gardner, commented: “With the economic re-
covery still facing strong headwinds, it is unlikely that we will see 
any considerable improvement in consumer confidence during 
the remainder of 2011.  Indeed, it may be that we will see a fur-
ther deterioration in August.”

In its most recent U.S. budgetary analytical report, the Congres-
sional Budget Office (CBO) projects America will accumulate 
$3.487 trillion (U.S.) in deficits by 2021, almost half the $6.737 
trillion (U.S.) fiscal gap it estimated earlier this year: “The im-
provement is mostly the result of the (debt ceiling) agreement 
struck three weeks ago by Congress and the White House, 
which will generate $2.1 trillion (U.S.) in savings for the (federal) 
government over the next decade.  Lowered interest rate ex-
pectations also helped to shrink deficit projections.  Real gross 
domestic product (GDP) is expected to increase by 2.3% this 
year and by 2.7% in 2012.  The unemployment rate will decline 
only gradually, from 9.1% to 8.5% at the end of 2012, remaining 
above 8% until 2014.  The country will post a budget deficit of 
$1.284 trillion (U.S.), or 8.5% of GDP, in the current fiscal year, 
still among the widest fiscal gaps on record.  Deficits should 
shrink substantially thereafter, and the country’s debt-to-GDP ra-
tio should decline from the current 67% to 61% by 2021.”  How-
ever, the CBO also warned this scenario would be jeopardized 
if Congress takes steps such as: extending Bush-era tax cuts 
scheduled to expire at the end of 2012, extending the payroll tax 
cut scheduled to expire at the end of this year and adjusting the 
so-called alternative minimum tax to prevent it from affecting the 
middle class.  In that case, America would see cumulative defi-
cits of $8.5 trillion (U.S.) over the next 10 years and the debt-to-
GDP ratio would reach 82% by 2021.  Moreover, America’s ag-
ing population means that beyond the next decade, the U.S. will 
face even greater budgetary pressures, particularly due to rising 
health care costs.  CBO Director Doug Elmendorf lamented: “A 
great deal of (financial) pain from this economic downturn still 
lies ahead of us.”  At Long Wave Analytics we take the view that 
such rosy projections are pure hogwash and are based on a far 
too optimistic outlook for the future. 
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Front Page Headline, Wall Street Journal – “German Unease 
May Add to Euro Woes.”  German stock market index XETRA 
DAX declines 97 points (1.71%) closing at 5,584.14   

•

FRIDAY, AUGUST 26TH

The Commerce Department reports the U.S. gross domestic 
product grew at a revised annual pace of 1% in the second quar-
ter, previously estimated as a gain of 1.3%, citing smaller growth 
in inventories and lower exports
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In a speech delivered at a Federal Reserve conference in Jack-
son Hole, Wyoming, Fed Chairman Ben Bernanke offers no new 
initiatives to bolster the weakening U.S. economy citing: “Most of 
the economic policies which support robust economic growth in 
the long run are outside the province of the central bank.”

The U.S. State Department approves the proposed $7 billion 
(CAD) 1,711 mile Keystone XL pipeline that would transport 
heavy oil from the oil sands region of Alberta, Canada, to refin-
eries in Oklahoma and the U.S. gulf coast  
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•

Dutch bank ABN Amro announces 2,350 staff layoffs, approxi-
mately 10% of its workforce, over the next three to four years 
as part of a wholesale restructuring of its business, designed to 
save hundreds of millions of euros in costs

As a result of increasing revenues, the Canadian government 
posted a $2.2 billion (CAD) deficit for June, compared to a deficit 
of $2.8 billion (CAD) in the same period a year ago
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A monster hurricane Irene, rated a category 3, targets the North 
American eastern seaboard from North Carolina to New Bruns-
wick, Canada, packing winds of 115 mph and threatening as 
many as 70 million people.  In an interview with the Associated 
Press, Max Mayfield, retired director of the National Hurricane 
Center in Miami, cites: “Irene presents a nightmare scenario of 
a major hurricane traversing up the entire northeast coast.  This 
is going to have a severe impact on the United States economy 
with damage probably climbing into the billions of dollars.”  New 
York City’s Mayor Michael Bloomberg stated: “City officials will 
decide on Saturday whether to announce evacuations of low-
lying areas in downtown Manhattan, Brooklyn, Queens and 
Staten Island.”     

•

•

Front page Headline, National Post – “British Columbians Vote 
to Scrap Harmonized Sales Tax.  By a vote of 55% to 45%, B.C. 
opts to separate federal/provincial sales taxes

Front Page Headline, Globe and Mail – “Ontario Securities Com-
mission Alleges Fraud at Sino-Forest.  OSC alleges misleading 
accounting practices and self-dealing.”

The Royal Bank of Canada posts a loss of $92 million (CAD) in 
the 3rd. fiscal quarter ended July 31st. citing a $1.3 billion (CAD) 
write down of goodwill related to the divestiture of its U.S. retail 
banking operations. Also, Royal Bank CEO Gord Nixon cited “a 
slowdown in consumer lending and the prolonged low interest 
rate environment.”   
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CLOSING LEVELS FOR FRIDAY, JULY 8TH.                                    WEEKLY CHANGE

Dow Jones Industrial Average                   12,657.20                            + 74.73 points

Spot Gold Bullion (August)                        $1,541.60 (U.S.)                 + $59.00 per oz.

S&P / TSX Composite                               13,371.70                            + 70.83 points

10-Year U.S Treasury Yield                       3.03%                                  – 15 basis points 

Canadian Dollar                                         104.09 cents (U.S.)             + 0.41 cent

U.S. Dollar Index Future (Spot Price)        75.28 cents                         + 1.086 cent

WTI Crude Oil (August)                             $96.20 (U.S.)                      + $1.26 per barrel 
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”Those who cannot remember the past are condemned to repeat it.” Santayana

The Thomson Reuters / University of Michigan consumer senti-
ment index declined to a final reading of 52.0 in August, the low-
est level since November 2008, following a preliminary reading 
of 54.9
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