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 THAT WAS THE WEEK THAT WAS
U N D E R S T A N D I N G  T H E  L O N G W A V E  E C O N O M I C  A N D  F I N A N C I A L  C Y C L E

Monday, March 11th     

Hungarian lawmakers pass amendments to the country’s constitution, despite warnings from the European Union 
and the United States that the measures could threaten the rule of law and weaken democratic checks and balances.  
Voting along party lines, the Hungarian Parliament – controlled by Prime Minister Viktor Orban’s center-right Fidesz 
alliance – approved the changes, including provisions that allow the court system’s top administrator and prosecutors 
to choose which judges will hear legal cases.  The moves are flaring political tensions with Brussels and Washington, 
combined with investor worries about the autonomy of the country’s central bank – where a close ally of Mr. Orban took 
the helm last week – sending the Hungarian currency (the forint) to its lowest level since early June 2012.  Following 
the vote, the EU and the Council of Europe – the continent’s human rights group – issued a joint statement, citing: 
‘The changes raise concerns with respect to the principle of the rule of law, EU law and Council of Europe standards.”

Monday, March 11th
Front Page Headline, Wall Street 
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China’s statistics bureau reports the nation’s industrial production rose by 9.9% and retail sales increased by 12.3% 
in the January/February period on a year-over-year basis.  Separately, the People’s Bank of China reports new local-
currency loans declined to 620 bill ion yuan ($99.6 bill ion U.S.) in February.  Wang Zheng, chief investment officer at 
Jingxi Investment Management Co. in Shanghai commented: “The economic recovery is weaker than expected.  Inves-
tors are worried that stocks may already have moved ahead of fundamentals.”

Front Page Headline, Wall Street Journal – “Detroit’s Ex-Mayor Convicted of Extortion / Racketeering.  A federal 
jury convicts former Detroit Mayor Kwame Kilpatrick of racketeering conspiracy, capping years of investigation into an 
administration described by prosecutors as deeply corrupt.  Including the ex-mayor, 35 defendants associated with the 
Kilpatrick administration have been found guilty of crimes.  The case likely ends the Federal Government’s prosecu-
tion of Mr. Kilpatrick, but other cases remain open, including alleged corruption inside the city’s pension board, public 
school district and public library.  Mr. Kilpatrick, who had moved to the Dallas area after serving time on separate state 
charges, was convicted on 24 of 30 counts of extortion, mail fraud and tax violations related to using the power of his 
office to enrich himself and his associates.  The most serious charge carries a possible 20 years in prison.  

Front Page Headline, Daily Telegraph U.K. – “British Economic Recovery Losing Pace: OECD.  The latest com-
posite leading indicators (CLI) for the United Kingdom –released by the Paris-based Organization for Economic Co-
operation and Development – ‘point to gross domestic product (GDP) growth close to Britain’s long term trend rate, 
but with a slowing momentum.  For three months, the U.K.’s indicator has stuck at a reading of 100.6, where the 100 
mark indicates the long term trend in economic activity.  The month-over-month increase in the indicator has slowed 
from 0.2% in September to 0.1% in January.’  The CLI underlines the pressure on Chancellor of the Exchequer George 
Osborne ahead of next week’s budget.  Howard Archer, Chief U.K. economist at IHS Global Insight commented: ‘The 
OECD leading indicator reinforces our suspicion that while the U.K. (economy) should be able to grow through 2013, 
activity will be muted and fragile for some time to come, with relapses remaining a very real risk.” 

Big Ben and the British Houses of Parliament in London.                                                      Source: Daily Telegraph U.K. 

Tuesday, March 12th     

Front Page Headline, Thomson Reuters – “25% of German Electorate would Vote for Anti-Euro Party.  According 
to an opinion poll conducted by TNS-Emnid for the weekly Focus magazine, one in four Germans would be ready to 
vote for a party that want to exit the euro, highlighting German unease over the costs of the euro zone sovereign debt 
crisis.  Moreover, as many as 4 in 10 Germans aged 40 to 49 would do likewise.  The survey canvassed the views of a 
representative sample of 1,007 people on March 6th and March 7th.  Enmid CEO Klaus Peter Schoeppner mentioned 
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to Focus: ‘This suggests there may be potential here for a new protest party.’  To this point, previous euro skeptic 
parties in Germany have made litt le headway and Chancellor Angela Merkel’s conservatives are expected to win the 
most votes in the forthcoming September election.

German Chancellor Angela Merkel                                                                                                                                                         Source: Getty Images

Eurostat, the European Union’s statistics agency, reports euro zone exports declined by 0.9% in the 4th. quarter of 
2012, the fastest quarterly pace since the 1st. quarter of 2009.  Imports also fell by 0.9% in the 4th. quarter, the steep-
est drop since the end of 2011.  Weak imports reflect reduced consumer demand in the currency bloc.  In addition, both 
business investment and government expenditures continued to decline during the same period.  
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In a new report from TD Securities, analyst Millan Mulraine cites: “While overall credit conditions have been on the 
mend, limited access to credit has generally been identified as a sore point for U.S. small business owners.  Conse-
quently, the proportion of small businesses indicating a will ingness to increase capital spending has held steady at 
around 20%, which is well below the 30% average prior to the economic downturn in 2007; suggesting that credit ac-
cess has remained a binding constraint for both hiring (intentions) and capital spending decisions.”

Wednesday, March 13th     

The Commerce Department reports U.S. retail sales rose by 1.1% in February, the highest gain in 5 months, citing 
higher sales of gasoline, automobiles and building materials

Eurostat reports industrial production in the euro zone declined by 0.4% in January, partially reversing December ’s 
increase of 0.9%.  Factory output was lower in Germany, France, Ireland, Greece, Luxembourg and Finland.  Anna 
Zabrodzka, an economist at Moody’s Analytics commented: “Falling domestic euro zone demand constrained factory 
production at the end of last year which will l ikely continue during the initial months of this year.” 

Front Page Headline, Daily Telegraph U.K. – “Ireland Exceeds Expectations with First Post Bailout 10-Year Bond 
Issue.  Ireland has taken its biggest step yet towards exiting its EU/IMF bailout by issuing 5 bill ion euros of bench-
mark 10-year bonds.  The issue was significantly oversubscribed with a bid-to-cover ratio of at least 2.4.  According 
to a bond dealer involved in the marketing: ‘This shows that Ireland has firmly returned to the fixed income market.  It 
sends an important signal.’  The success of the issue means that Ireland has now raised most of its long term fund-
ing target for 2013.  The National Treasury Management Agency (NTMA) which began borrowing in the bond markets 
again last year has earmarked the 10-year issue as its most significant step towards a complete return to the fixed 
income market.  Bond traders related that the new 10-year maturity would yield close to 4.15%, compared to a yield 
basis of 15% prevalent in the market less than two years ago.”

Front Page Headline, Financial Times – “Germany Defies Calls for Economic Stimulus.  Germany has ignored calls 
from its euro zone partners for more economic stimulus by tabling plans to cut spending and balance its budget ahead 
of schedule on the eve of a European Union (EU) summit dedicated to economic growth.  Today, German Finance 
Minister Wolfgang Schauble declared that his budget for fiscal 2014, involving spending cuts in excess of 5 bill ion 
euros to trim the total below 300 bill ion euros, was ‘a strong signal for Europe.’  The plan means Germany will have 
a balanced budget in fiscal 2015, a year earlier than required under the ‘debt brake’ written into its constitution.  Mr. 
Schauble described the 2014 spending plan as ‘growth-friendly consolidation’, intended to prove to the rest of the euro 
zone that ‘consistent sustainable budgeting and (economic) growth are not mutually exclusive.’  According to German 
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officials, publication of the budget was deliberately brought forward by a week in order to release the figures prior to 
the EU summit.  In spite of tough spending cuts for health, social security and the environment, the budget was rushed 
through the cabinet well ahead of schedule.”

Front Page Headline, Wall Street Journal – “U.S. Sounds Alarm over Cyber Attacks.  Testifying before the Senate 
Intelligence Committee hearing on global cyber-threats, U.S. intelligence officials warned that the nation is vulnerable 
to cyber-espionage, cyber-crime and outright destruction of computer networks, both from sophisticated government-
sponsored assaults, as well as criminal hacker groups and cyber-terrorists.  Director of National Intelligence James 
Clapper remarked: ‘It’s difficult to overemphasize their significance.  These capabilit ies place all sectors of our country 
at risk; from government and private networks to critical infrastructures.’  In a New York speech on Monday, National 
Security Advisor Thomas Donilon singled out China as a top perpetrator and demanded it adopt international stan-
dards of behavior in cyberspace.  In February, U.S.  President Obama signed an executive order aimed at bolstering 
computer network safeguards.”

FBI Director Robert Mueller (left), Director of National Intelligence James Clapper (center) and CIA Director John Brennan (right) testify before Senate Intelligence Committee Hearing.  

Source: Associated Press.

Thursday, March 14th     

The Labor Department reports U.S. initial claims for state unemployment benefits declined by 10,000 to a seasonally 
adjusted 332,000 in the week ended March 9th. while continuing claims fell by 89,000 to 3.02 mill ion in the week of 
March 2nd. – the lowest level since June 2008.  Separately, the Labor Department reported the seasonally adjusted 
U.S. Producer Price Index (PPI) rose by 0.7% in February, following an increase of 0.2% in January.  The core PPI 
rate – excluding volatile food and energy costs – rose by 0.2%.

Statistics Canada reports its new home price index rose by 0.1% in January, following a 0.2% increase in December, 
citing the metropolitan regions of Toronto, Oshawa and Calgary as the main contributors to the increase.  The biggest 
monthly advance in January occurred in Charlottetown where prices rose by 1.0%.  Elsewhere, new home prices de-
clined by 0.1% in Edmonton and Vancouver as builders reduced prices.

Front Page Headline, Wall Street Journal – “ECB to Hire Hundreds of Supervisors.  The European Central Bank is 
planning to hire about 800 supervision staff over the next year to fulfi l l its new role as Europe’s single banking regu-
lator; in what many see as a challenging task for such a short time frame.  This is the number recommended by an 
internal ECB report aimed at assessing the institution’s staffing requirements once it begins supervising some of the 
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6,000 banks in the 17-nation euro zone in mid-2014.  In an interview, an ECB official – preferring to remain anonymous 
– stated: ‘A staff of 800 is the starting point the ECB is targeting to fulfi l l its supervision tasks, but the numbers will 
l ikely increase over time.  At present, there is no clear estimate of how many staff the ECB would need for its super-
visory tasks in several years’ time.”   

Front Page Headline, Wall Street Journal – “The Bloom Begins to Fade from U.S. Treasurys.  The lustre of U.S. 
Treasurys is beginning to fade, as fixed income investors turn to bonds issued by other sovereign credits, such as Ger-
many, Japan and the United Kingdom.  Investors are demanding the widest yield spreads in years to purchase 10-year 
U.S. Treasury notes, the world’s perceived safe-haven security.  Today, 10-year U.S. Treasurys yield 2.03% about 55 
basis points above comparable 10-year German government bunds.  This is the widest yield spread since June 2010.  
Moreover, the yield spread between 10-year U.S. Treasury notes and comparable U.K. gilts is the widest since 2010 
and the yield spread between comparable Japanese government bonds is the widest since August 2011.  Simultane-
ously, administered interest rates in America are fixed in basically an all-time low range, as the U.S. Federal Reserve 
continues to maintain the Federal Funds rate near zero, while purchasing $85 bill ion (U.S.) of U.S. Treasurys and 
mortgage backed securities on a monthly basis in a bid to reduce unemployment.  However, bond investors are con-
cerned about American political gridlock and fiscal laxity, highlighted by the legislative battle over the budget.  Over 
the long term, those concerns could drive bond prices down, pushing up yields.  Stephen Jen, managing partner at 
London-based hedge fund SLJ Macro Partners LLP cites: ‘The tide may turn against America if there is no solution on 
the fiscal front and the signal would be a broad selloff in U.S. assets.’  For the moment, even though concerns about 
U.S. fiscal health are not a primary worry for Treasury investors, some apprehension has crept into the high grade 
fixed income market.  Peter Tchir, founder of the New York – based hedge fund TF Market Advisors commented: ‘We 
have travelled down a slippery slope in terms of monetary and fiscal stimulus measures.  While the U.S. Treasury mar-
ket won’t necessarily forfeit its safe-haven status overnight, I think the world is beginning to respond to a new reality.”  
At Longwave Analytics, we have consistently argued and contended that the American national debt burden, 
now inexorably climbing towards $17 trillion (U.S.) will likely never be repaid.  Indeed, any further downgrade 
of the U.S. sovereign debt credit rating, or significant increase in U.S. Treasury note yields will magnify the 
difficulty of the ability of the U.S. government to service its outstanding debt.
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Front Page Headline, Zero Hedge – “Latest Greek Aid Tranche Delayed by Troika.  Greece is locked in talks with 
the Troika of international creditors – the European Central Bank (ECB), the European Commission (EC), and the In-
ternational Monetary Fund (IMF) – in Athens about shrinking the government work force by enough to enable bailout 
loans to keep flowing.  Identifying redundant positions and putting in place a system that will lead to mandatory exits 
for about 150,000 civil servants by 2015 is a so-termed milestone which will determine whether the country receives 
a $3.6 bill ion (U.S.) aid installment due this month.  More than a week of talks has failed to arrive at an agreement 
on that subject, plus a payment plan for corporations and individuals who owe social security contributions.  Today 
we learn that any hopes for a last minute solution would materialize – allowing the monetary spice to flow and the 
$3.6 bill ion (U.S.) installment to be issued – were just dashed following a breakdown in talks between Greece and 
the Troika.  Greek Finance Minister Yannis Stournaras indicated that the Troika team would return to Athens at the 
end of the month or, at the beginning of April, which means that Greece will not receive its bailout installment 
this month, as had been originally planned.  Mr. Stournaras also stated that just ‘technical issues’ remained to be 
resolved between the two sides, but the indications were there are stil l substantial differences on a range of issues.  
See also, Economic Winter, Economic Outlook for 2013 – Europe, January 18, 2013.

Friday, March 15th     

Front Page Headline, Financial Times – “Cypriot Bank Deposits Seized Comprising Part of 10 Billion Euro Bail-
out.  International lenders agreed to a 10 bill ion euro bailout of Cyprus – after 10 hours of fraught negotiations, which 
included convincing Nicosia to seize 5.8 bill ion euros from Cypriot bank deposits to help pay for the rescue, a first for 
any euro zone bailout.  The cash seized from Cypriot account holders will be derived from a one-time 9.9% levy on 
all deposits over 100,000 euros which will be withdrawn from their savings accounts prior to the banks reopening on 
Tuesday next.  Cypriot Finance Minister Michalis Sarris elaborated: ‘I am not happy with this outcome in the sense that 
I wish I was not the minister who had to do this.  However, I feel that the responsible course of action for a minister 
who takes an oath to protect the general welfare of the people and stability of the system, did not leave us with any 
other option.”     

http://www.longwavegroup.com/publications/economic_winter/2013/_pdf/Economic_Winter_V47_I1-Economic_Outlook_for_2013.pdf
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Front Page Headline, Times of London – “Economic Clouds Darken over Portugal amid Austerity Measures.  The 
European Union Troika – comprised of the European Central Bank (ECB), the European Commission (EC) and the 
International Monetary Fund (IMF) forecasts Portugal’s gross domestic product (GDP) will contract by 2.3% this year, 
much worse than the 1% decline they forecast in the previous review last November.  At the same time, the Troika 
warned that Portugal’s unemployment rate is likely to peak at 18%, highlighting the impact that tough austerity mea-
sures have taken.   

See also, Economic Winter, The Rise of Populism Within the EMU – March 15/13.

Portuguese civil  servants protest government austerity policies in Lisbon.                                     Source: Times of London

The Thomson Reuters / University of Michigan preliminary consumer sentiment index declined to a reading of 71.8 in 
March, following a level of 77.6 in February 

Eurostat reports the consumer price index for the euro zone declined to a 29-month low of 1.8% in February on an 
annualized basis, down from 2% in January, citing continuing slow wage growth.  Howard Archer, an economist at IHS 
Global Insight commented: “At present, the European Central Bank (ECB) currently seems reluctant to take its admin-
istered interest rate lower than the current record level of 0.75%, however the bank could be forced to reconsider its 
position if the euro zone fails to show clear signs of economic improvement over the coming weeks.  Downside risks 
to the euro zone economic outlook could mount if protracted political uncertainty in Italy eventually leads to a renewed 
intensification of sovereign debt tensions.”  

As detailed in the Washington Post, the latest Economic Report of the U.S. President, released today by the White 
House Council of Economic Advisors (CEA), outlines what the President’s in-house economics team thinks about the 
forces shaping the U.S. economy.  Chaired by Alan Krueger, the CEA seems to embrace the idea that the forces which 
have restrained the U.S. economic recovery are gradually abating, allowing gross domestic product (GDP) growth to 
emerge, however, this growth will be muted by a tighter fiscal policy aimed at reducing budget deficits over time.  In 
a decided understatement, the report acknowledges that “the (economic) recovery which began in the 3rd. quarter of 
2009 has been a long and difficult one for many Americans.” 

http://www.longwavegroup.com/publications/economic_winter/2013/_pdf/Economic_Winter_V49_I1-Rise-of-Populism-Within-European-Monetary-Union.pdf
http://www.longwavegroup.com/publications/economic_winter/2013/_pdf/Economic_Winter_V49_I1-Rise-of-Populism-Within-European-Monetary-Union.pdf


Monday March 11, 2013

•

The tril l ion dollar question for the economy has been “why has economic growth been so inadequate?”  Here, the 
White House economists offer a view which summarizes their sense of the reasons: “Economic recoveries following 
financial crises tend to be slow because of delays in the reemergence of credit and reductions in consumer spending 
as households pay down debt or rebuild their savings, a process known as deleveraging.”  Limits to the effectiveness 
of monetary policy, the overhang of underwater and foreclosed homes and contractions in state governments are other 
factors.”

In a new report to clients, David Kostin, an analyst at Goldman Sachs, reports: “Hedge Funds and ETFs represent 
small but growing shares of the equity market.  Households directly own 38% of the U.S. equity market.  However, 
the total effective household ownership is closer to 80% when combined with indirect ownership in the form of mutual 
funds (20%), pension funds (16%) and insurance policy holdings (7%).” 

http://static1.businessinsider.com/image/5140d56ceab8ea017e00000c-960/moneygame-cotd-031313.jpg
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• Front Page Headline, MineWeb.com – “Where’s the Gold – or the Silver.  The ever continuing movement of vast 
amounts of gold and silver to the east in particular, begs the question of how physical demand is being satisfied 
elsewhere.  Nowadays, India and China on their own account would seem to take the bulk of gold and silver produc-
tion based purely on Indian government statistics and Chinese official data for Chinese imports through Hong Kong; 
coupled with China’s domestic gold production which doesn’t leave the country.  Add to that smuggled gold (into India 
in particular) and gold possibly entering China via other channels – plus announced Bank of China purchases – and 
one wonders how physical demand elsewhere in the world is being satisfied.  Indeed, there is demand for physical 
bullion other than in those two nations and from the central banks.  Gold and silver coins are retailing at record levels 
in China and India; and this may even be dwarfed by small bar bullion sales.  The real statistics just don’t seem to add 
up.  In recent weeks, some of the gold demand may have been satisfied by offloads from the SPDR Gold ETF in par-
ticular; although there are some, like Eric Sprott, who cast doubt on the ETFs holding what they say they do in terms 
of physical gold.  If this is the case, it would suggest a fraud on a massive scale – and this writer tends to discount 
that suggestion – at least as far as the biggest players in this sector are concerned.  Sprott also feels that perhaps 
western central banks are supplying the markets with physical gold without reporting it.  Indeed, many have suggested 
that the central banks do not hold the gold they say they do, having leased it out to the bullion banks, which have in 
turn, sold it on.”
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Ian A. Gordon, The Long Wave Analyst www.longwavegroup.com
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“Those who cannot remember the past are condemned to repeat it.” Santayana

 
CLOSING LEVELS FOR FRIDAY, March 15th 
 

  
WEEKLY CHANGE 

 
Dow Jones Industrial Average                  

 
14,514.11                          

 
+ 117.04 points 

 
Spot Gold Bullion (April)                 

 
$1,592.60 (U.S.)               

 
+ $15.70 per oz. 

 
S&P / TSX Composite                              

 
12,830.03                         

 
– 5.58 points 

 
10 - Year U.S. Treasury Yield                    

 
1.99%                                

 
– 5 basis points 

 
Canadian Dollar                                        

 
98.11 (U.S.)                      

 
+ 0.94 cent 

 
U.S. Dollar Index Future (Spot Price)      

 
82.801 cents                     

 
+ 0.086 cent 

 
WTI Crude Oil (April)                     

 
$93.45 (U.S.)                    

 
+ $1.50 per barrel    

 


