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The numbers will answer your investment 

questions provided that (1) you know which 

are important, (2) where they can be found 

and (3) how to speak their language. 



What’s important for stocks: 

1. The employment situation. 

2. The ISM Report on manufacturing. 

3. Unemployment insurance weekly claims. 

4. The Consumer Price Index. 

5. The Producer Price Index. 

6. Retail Sales. 

7. Consumer Sentiment. 

8. Industrial Production 

9. Gross Domestic Product. 

“The Secrets of Economic Indicators,” Baumohl, Wharton School 



Is it a good time to buy or sell 

junk bonds? 

  What you need:  Junk Bond and the 10 Year 

Government TNote yields.  

 

Where they are found: Sunday’s Los Angeles 

Times Financial Section at the bottom of the 

Bond Data Table. 

   



What are the Buy/Sell rules? 

Calculate the spread between the Junk Bond 

and the 10 year government TNote yields. 

 

Buy Junk Bonds if you do not own them and 

the spread is greater than 5.0%. 

 

Sell Junk Bonds if you own them and the 

spread is less than 3.0%. 



Here’s a copy of the table: 



What have we just learned? 

  Junk bonds are easy to time. 

  The rules are simple. 

  Junk bonds tend to trend over long time 

periods. 

  This method is immune to whipsaws. 



What drives the price of gold? 

  Ultimately, the driver for the price of gold 

and the value of the dollar is driven by labor 

output in dollars per hour. 

 

  When the economy becomes more 

productive, the value of the dollar rises. 

 

  The value of the dollar and the price of gold 

are inversely related so that when the value of 

the dollar goes up, the price of gold falls.  

 



Where do I find this information? 

Labor productivity is a leading inflation 

indicator. Higher output per hour is essential if 

the economy is to grow rapidly without 

inciting inflation. 

 

What do you need:  The Labor Output in 

$/Hour 

Where is it found: 

http://www.bls.gov/news.release/prod2.t02.htm  

http://www.bls.gov/news.release/prod2.t02.htm


  

 

   

 

 

 

 



What does this mean? 

  The third column from the left is the % change 

in dollar output per hour. 

  When the output per hour goes up, the value of 

the dollar goes up and the price of gold goes 

down. 

  The sum of columns 3 and 5 is the maximum 

rate at which the economy can expand without 

problems. 



What have we learned about 

Gold and the Dollar? 

  The price of gold and the value of the dollar are 

inversely related. 

  The value of the dollar is driven by worker 

productivity and this information is easily 

available. 

  You don’t have to fall for all those gold ads you 

hear on the radio.  Buy when productivity goes up. 



Which factors will cause the 

market to immediately go up or 

down? 

  The two factors that will cause an immediate 

change in the market are surprises in the (1) 

Unemployment Rate and (2) Initial Jobless 

Claims. 

  They can be found weekly in Barron’s Market 

Week/Market 

Laboratory/Indicators/Employment 



Where do I look? 

  



What do you mean by surprises? 

  The market isn’t driven by the unemployment 

rate rather it is driven by the difference between 

the rate and what you expect it to be. 

  By the time the government announces the 

rate, “smart money” has already moved the 

market to adjust for this information. 

  The market is moved when the information is 

not as expected – a surprise. 



What have we just learned 

about employment? 

  The important thing about labor is that it 

really drives the market immediately. 

  Its not the data itself that drives the market, 

it’s the change from your expectations … 

surprises. 



What’s the smart money think about what’s 

going to happen to short term interest 

rates? 

What:  90 day Federal Funds 

Where: Barron’s Market 

Week/Commodities/Financial & Money 

When: Weekly 

Location: The “settle” column 

 



How is this interpreted? 

  The value of the 30-day Federal Funds 

interest rate is found by subtracting the number 

from 100.   

  For example, if the number is 99.735, the 

short term rate 30-days from now is expected to 

be 100 – 99.735 = 0.265% . 

  Large changes in this rate or a change of 

direction are market movers. 



Here is what it looks like: 

  



I’m nervous and want to park my 

money in 90-day Treasuries … 

http://www.forecasts.org/3mT.htm  

http://www.forecasts.org/3mT.htm


What have we just learned about 

expected short term interest rates? 

  Money is cheap so there is every incentive to 

borrow and this will help the economy. 

  Money will continue to be cheap over the next 

30-days. 

  Buy the stock market on the second drop in 

Fed rates. 

  Buy the bond market on the second rise in Fed 

rates. 



Where’s the action? 

  Which markets are hot and which are not? 

 

  Use Gummy-stuff Buy-Sell-Colours_2. 

 

  You can get the program for free from me at 

DGimpel@roadrunner.com 

 



Here’s what you get: 



What markets are hot? 

   The hottest market is the money market. 

   Look for Emerging Market Junk Bonds,   

(FNMIX). 

   Look at the Bond Index (STBI-). 

   Gold still looks good (FSAGX) 

   Latin America (ILF) 



Where’s the market going? 

http://www.forecasts.org/stock-index/standard-

poors-500.htm 
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Are we in danger of inflation? 

What: Capacity Utilization 

When: Monthly 

Where:  Look in Barron’s Market Week/ Market 

Laboratory/Indicators/Economic Growth and 

Investment/Capacity Utilization 

Interpretation:  Capacity Utilization refers to the 

fraction of production facilities currently in use.  

When the fraction rises above 84%, there is strong 

pressure to add more production facilities and this 

means borrowing and inflation and that means 

BUY EQUITIES. 



What’s happening to manufacturing? 



What did we just learn? 

  The PMI (manufacturing) index is above 50 and 

continuing to rise.  What’s important about 50? 

  So are New Orders, Production, Employment and 

Supplier Deliveries. 

  Those indicators that should be going down are going 

down … manufacturing inventories, customer inventories. 

  But prices are rising and order backlog is going down. 

  What do you think? 

 

http://ISM.ws/ISMReport/MfgROB.cfm?NavItemNumber=12942  

http://ism.ws/ISMReport/MfgROB.cfm?NavItemNumber=12942


How do people feel about the economy? 

 

 

 

 

 

 

 

 

 

 

 

http://Solutions.DowJones.com/EconomicSentimentIndicator/  

http://solutions.dowjones.com/EconomicSentimentIndicator/


Is money available for loans? 
Look for MZM (Money to Zero Maturity) 

published by the Fed and available at 

http://research.stlouisfed.org/fred2/series/MZM  

 

http://research.stlouisfed.org/fred2/series/MZM


What’s happening to housing? 

http://www.nahb.org/generic.aspx?genericContentID=529 



Did you see what I saw? 

  Housing is actually getting worse after a 

short upward spurt. 

  It’s a perfect time to get your house 

remodeled. 

  What do you think this means for 

employment and the economy? 



Don, if you had to pick one item that should 

really worry us, what would it be? 

  NYMEX Light Crude is currently selling at 

slightly over $80 a barrel and the price is 

expected to  rise slowly over the next few years.   

  The US is currently importing about 

12,500,00 barrels of oil every day.   

  This costs us about 80*12,500,000 = 1 Billion 

dollars a day every single day. 

  We have to borrow that money from someone 

and in the past few years its been China. 

http://datatradingcharts.com/futures/quotes/SC.html  

http://datatradingcharts.com/futures/quotes/SC.html


  



Where can I get the earliest hint 

about economic conditions? 
http://www.philadelphiafed.org/research-and-

data/regional-economy/Business-Outlook-Survey/  
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Where can I get an insight into 

what the Fed is thinking? 
http://www.federalreserve.gov/FOMC/Beigebook/2010/ 



What have we just learned? 

Housing has peaked and is heading down … bad. 

Manufacturing is still headed up … that’s good. 

Market forecasts for this year are a short advance 

followed by a fall ... that’s bad 

The price of oil is slowly trending up … that’s 

bad. 

Our trade deficit will continue to be huge … and 

that’s bad. 



Did you know that S&P has some 

really useful indices - 

A list of specialized indices may be found at: 

http://www.standardandpoors.com/thematic/en/us/?AssetName=Th

ematic&AssetID=122186708607  

The indices include: 

 Global Natural Resources 

 Global Nuclear Energy 

 Global Clean Energy 

 Global Alternative Energy 

 Case-Shiller home price index … 

 

Maybe its easier to go to  

http://www.StandardandPoors.com/home/en/us/    

 

 

http://www.standardandpoors.com/thematic/en/us/?AssetName=Thematic&AssetID=122186708607
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(Try Zillow.com to find out how 

much your house is worth) 



Do you know where to find the “Guru of all 

Gurus” and read what he has to say about 

the economy? 

His name is Jeremy Siegel and he is a Professor at 

the University of Pennsylvania’s famed Wharton 

School. 

 

You can read what he has to say at 

WisdomTree.com  

 

He is bullish about the economy. 



Here are some economy pluses: 

  The price of heating oil has declined to $191.3 

cents per gallon and this has happened in mid-

winter. 

  S&P corporate dividends are up from a low of 

$21.45 to 21.80 . 

  The CPI has actually turned down a bit 

indicating no inflation. 

  Durable goods orders have jumped from 161.5 

to 167.9 . 



There’s more … 

  Consumer Confidence has just jumped from 

52.9 to 55.9 . 

  The Index of Leading Indicators is 101.9 three 

months ago to 106.4. 

  For the Manufacturing Sequence: 

The PMI is up to 55.9 

New Orders are up to 65.5 

Production is up to 61.8 

Employment is up to 52.0 

  Supplier Delivery is up to 56.6 



  
  The Output per Person is still at 4.0 putting 

upward pressure on the value of the dollar and 

downward pressure on the price of gold. 

  The Case-Schiller Index of housing prices is 

going up indicating that the value of your 

home is increasing. 

   



  The flip side is this … 

  Total Personal per Capita is falling. 

 

  The MZM (Money to Zero Maturity) short-

term lendable funds has fallen slightly. 

 

  The Wells Fargo Housing Index has fallen 

from 19 to 15 and the Index of First Time 

Housing Lookers has fallen from 17 to 12.  

This is BIG! 

 

 



If you like this kind of stuff, then … 

Bernard Baumohl, “The Secrets of Economic 

Indicators” Wharton School Publishing 



   


