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THE 10 MOST USEFUL
MARKET INDICATORS
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Here Is what you are going to learn:

e \What information Is Important.
e \Where It can be found.

e \What It means.

e How to use It to make money.




L ets start with some numbers:

All
All
All

./

./

./

ne value of everything on earth: $1000T
ne value of everything in the USA: 110

ne net worth of all US households: Sy
ne worth of all US Real Estate: 40
ne US GDP: 15/Y

S publicly traded companies:
S Infrastructure:
S natural resources:

US consumer debt:
Estimated US current deficit;




Some references:




Here are the 10 indicators In decreasing
order of Importance:

Employment Situation Report Payroll Survey
ISM Report — Manufacturing

Weekly Claims for Unemployment Insurance
Consumer Prices

Producer Prices

Retail Sales

Consumer Confidence and Sentiment Surveys
Advance Report on Durable Goods

Industrial Production

GDP

1.
2.
3.
4.
D.
6.
1.
8.
9.

o




Comments

@ The indicators are from Bernard Baumohl,
“The Secrets of Economic Indicators” Wharton
School Publishing, 2005, pg. 37.

e They are In order of decreasing importance.

e \Ne are going to discuss them one at a tumne.




1. EMPLOYMENT SITUATION REPORT

e This i1sa monthly report and comes out on the
first Friday of each month for the preceding month
at 8:30 A.M. from the Bureau of Labor Statistics.

e It provides information on job creation.
e The market Is very sensitive to.this news.

e It can be found at: http://stats.bls.gov
e It can also be found in Barron’s Weekly.




Employment interpretation:

e Increasing employment is bullish for
stocks unless Capacity Utilization nears full

capacity, 84%. Little or no growth is
bearish.

e Capacity Utilization is now 74.8% and
annualized Employment Growth is 0.03%.

e This Is a negative but employment.is a
lagging Indicator s no surprises here.




Subject Areas

SUBJECT AREAS

INFLATION & PRICES

SPENDING & TIME USE

UNEMPLOYMENT

EMPLOYMENT

PAY & BENEFITS

PROCUCTIVITY

WORKPLACE INJURIES

INTERNATIONAL

REGIONAL OFFICES

PROGRAMS A-Z

RESOURCES FOR

BUSINESS LEADERS

CONSUMERS

ECONOMISTS

INVESTORS

JOBSEEKERS

MEDIA

PUBLIC POLICYMAKERS

Databases & Tables  Publications

Announcements

Economic Releases  Beta

» Upcoming web chat: Job Openings and Labor Turnover November 9, 2010 | ore Info » n.d

» Preview the upcoming BLS Redesigned Homepage with improved ﬂEI".fIgEItIEII'Ii re Inf ,mg

Economic News Releases

Employment Situation

ovember 05, 2010
Nunfarm payrnll employment increased by
151,000 in October, and the unemployment rate
was unchanged at 9.6 percent. Since December
2009, nonfarm payroll employment has risen by
874,000,

Full text: (HTML) (PDE)

Productivity and Costs

November 04, 2010

Productivity increased 1.9 percent in the
nonfarm business sector during the third quarter
of 2010 as unit labor costs decreased 0.1

BLS Feature

Issues in Labor Statistics

Ranks of those unemployed for a

year or more up sharply

in Labor Siamnu\

==

[s5uES

The number of long-term unemployed has
increased sharply. (HTML) (PDF)

What's Mew | Release Calendar

Latest Numbers

Consumer Price Index (CPI):
+0,1% in Sep 2010

L==! News Relesse

& Historics! Dats
Unemployment Rate:
9.6% in Oct 2010

== Mews Release

& Historice) Dsts

Payroll Employment:
+151,000(p) in Oct 2010

=) News Release

& Historicz Data
Awverage Hourly Earnings:
+§0.08(p} in Oct 2010

= News Release

& Historics! Dats

Producer Price Index (PPI):
+0.4%(p} in Sep 2010

== News Relsase

& Historical Data
Employment Cost Index (ECL):
+0.4% in 3rd Qfr of 2010

=) News Relegse

& Historicel Dsts
Productivity:

+1.5% in 3rd Qtr of 2010

=2 News Relezse

& Historical Data

LL.S. Import Price Index:
-0.3% in S=p 2010




What do you see?

e “Nonfarm payroll employment increased by
151,000 in October” This Is good news.

e “The unemployment rate was unchanged at
9.6%” This Is bad news.

e “Productivity Iincreased 1.9 percent in.the
nonfarm business center during the third quarter.”
What has this got to do with the price of gold?




2. The ISM Report on Manufacturing

e This is-a monthly report on the economy’s
manufacturing sequence and It comes out on the first
business day after the reporting month at 10 A.M.

e It is produced by the Institute for Supply
Management.

e Equities react sharply to a rising PMI.
e It can be found at:
http://www.ism.ws/ISMReport/mfgrob.cf

m?nov/itemnumber=12942




What do you see?

e The report Is timely.

e |t tells you about the current status of the
components of the important manufacturing
sequence.

e A report of 50 Is neutral and greater than 50 Is
positive.

e The current numbers are moderatelypositive.

e A rising PMI is considered bullish except when
nearing the 84% capacity limit.




MANUFACTURING AT A GLANCE
OCTOBER 2010

Index

Series
Index
October

Series
Index
September

Percentage
Point
Change

Direction

Rate
of
Change

Trend*
(Months)

PMI

26.9

54.4

+2.5

Growing

Fa=ter

15

Mew Orders

ad.

51.

+7.8

Growing

Fa=ter

Production

S6.

+5.2

Growing

Fa=ter

Employment

S6.

+1.2

Growing

Fa=ter

Supplier Deliveries

a2.

-1.1

Slowing

Slower

Inventories

55.

-1.7

Growing

Slower

Customers’ Inventories

Too Low

Slower

Prices

Increasing

Fa=ter

Backlog of Orders

Contracting

Fa=ter

Exports

Growing

Fa=ter

Imports

Growing

Slower

OVERALL ECONOMY

Growing

Manufacturing Sector

Growing




Here’s the best piece of advice
you’re going to get today:

e The market usually does not react when the
expected actually happens.

e The market can act strongly when the
unexpected takes place ... when the market Is
surprised.

e How can you tell what’s expected?




3. Weekly Claims for Unemployment
Insurance

A persistent increase In jobless claims Is bearish for
stocks because It signals decreasing employment
and disposable income which implies lower sales
and corporate profits.

You can find the data on the Internet or in Barron’s
weekly.

Weekly claims are down 15.68% over last year.

http://www.ows.doleta.gov/unemploy/cla
Ims_arch




4, Consumer Prices (CPI)

® The Consumer Price Index Is the most popular
measure of price inflation In retail goods and
services. It is issued by the Bureau of Labor
Statistics at 8:30 AM In the second or third week
In he month following the covered month. The
market Is very sensitive to the CPI.

e Here is where you’ll find It:

http://www.bls.gov/cpi/




ELZ LAES

Publications  Economic Releases ta What's New | Release Calendar

INFLATION W | SPENDING UNEMPLOYMENT W | EMPLOYMENT W | PAY & BENEFITS W | PRODUCTIVITY W | INJURIES

. crr lad || FonT s1ze: B B prInT:
Consumer Price Index e B
Latest Numbers
BROWSE CPI The Consumer Price Indexes (CPI) program produces monthly data on changes in the prices paid by

I HOME urban consumers for a representative basket of goods and services. 'I:tf;;f_ US City Average, All

1 CVERVIEW MNS&
1 NEWS RELEASES Announcements +0,1% in Sep 2010
& Historiczl Data

I DATABASES » New BLS Report series: Focus on Prices and Spending

= . SA
P » Item Structure and Publication Changes to the Consumer Price Indexes for January 2010 +0.1% in Sep 2010

» 1he "Cash for Clunkers" program and the CPI & Historical Dzt

1 PUBLICATIGNS
» Common Misconceptions about the Consumer Price Index: Questions and Answers NS4
+1.1% since Sep 2009
A Hitorical Data

2 CPI-U, US City Average, All
Next Release: November 17, 2010 T f o Faod e

October 2010 CPI data are scheduled to be released on November 17, 2010, at 8:30 A.M. Eastermn Time. Energy:

SEARCH CPI

NSA
CPI TOPICS +0.2%0 in Sep 2010
- -'I" Historical Data
RESEARCH PAPERS On This Page
SA
ITEM RELATED TOPICS CPI Publications unchanged in Sep 2010
» CPIMNews Releases : : # Htorics| Dets
SEASONAL ADIUSTMENT CP1 Special Nofices
» CPI Databases —— NEA
ey BT W AT T 5
RN VLY e CPI Tabl s +0.8% since Sep 2009
ADJUSTMENT IN THE CPI » LPl1abhies
g : : Contact CPI A Historical Dt




How does the market react to CPl changes?
e Investors do not like sharp increases in the CPI

because It leads to higher bond rates and reduces
corporate profits. This is very bad for the market.

e The threat of inflation might cause the Fed to
jump In and raise interest rates.

e If Inflation Is quiescent, It keeps interest rates
from rising and buoys up stock prices. Earnings
will come from greater sales and increased
productivity, I.e., from quality earnings.

e The CPIl is up an annualized 1.16%. This IS
good.




5. The Producer Price Index PPI

e The Producer Price Index comes monthly from
the Bureau of Labor Statistics at 8:30 AM two
weeks after the end of the reporting month. The
market Is very sensitive to the PPl because the PPI
IS @ measure of future inflation ... the market
reacts to expectations.

e Here Is where you will find It:

http://www.cdrpc.org/CPl_PPIl.htmi

e You will also find it in Barron’s Weekly




Producer Price Index

All Commodities Producer Price Index » 1982=100

YearMonth / May Jun Jul
1982
1983
1984
1983
1936
1987
1988
1989
1990
1991
1992
1993
1994
1993
1996
1997




How does the market react to PPl changes?

e The stock market Is sensitive to changes In the
PPI because It Is one of the earliest monthly
Inflation gauges available.

e Some Investors think that a little inflation is a
good thing because producers can raise prices but
high inflation rates does more harm than good to
equities.

e The PPI is up 3.90% over past year.




6. What about retail sales?

This 1s the first report of the month on consumer
spending and capable of big surprises. It is released
at 8:30 AM two weeks after the end of the reporting
month.

You can find the data In:

http://www.census.gov/retail/

Also in Barron’s Market Week/Market
Laboratory/Indicators/Consumption and Distribution




U.S. Census Bureau

Monthly & Annual Retail Trade

| You are here: Census.qov  Business & Industry + Retail  Monthly & Annual

Main || About the Surveys

Get Forms || Historical Data | | How the Data are Collected || Definitions

P‘enple| Busine55| Gengraphy| Newsrm| 5uhject5.°.tn!| Search@Census

Are You In a Survey?
® |3 this form legitimate?

8 (et help with vaur form

On This Page

B Advance Monthly Retail
u [lonthly Retail

u Annual Retail

® (uarterly E-Commerce

Related Sites

# Business and Industry
" Wholesale Trade

® Business Expenses

" Economic Census

= Economic Indicators
u E-Sfats

Morth American Industry
= Classification System
(NAICS)

|| B hanamnlovar Statictice

—Advance Monthly Retail Trade Report

The September 2010 Advance Manthly Sales for Retail Trade and Food Senvices report was released on October 15, 2010 at 6:30 am.,
and available as:

» Full Publication in POE [T2KB]
o Current Publication Tables in Excel Format: Table 1 [76KB] | Table 2 [56KB] | Table 3 [44KB]
# Current Publication Tables in Text Format: Table 1| Table 2 | Table 3

# Time Series (Adjusted Sales Data/Seasonal Factors—1992 to present)

— Monthly Retail Trade Report

The August 2010 Monthly Retail Trade and Food Senvices report was released on October 15, 2010 at 8:45 am. (Sales) and 10:15 am.
(Inventaries), and available as:

» Retail and Food Senices Sales: Excel (1992-present) [368KB)]

» Retail Inventories and Inventories/Sales Ratios: Excel (1992-present) [176KB]

» Adjustment Factars for Seasonal and Other Variations of Monthly Estimates: Sales | [nventaries
» Reliability of Monthly Estimates: Sales | lnventories

¢ Annual Revision of Monthly Retail and Food Services: Sales and Inventories-January 1992 through March 2010

i Latest Annual Retail Trade Report

Announcements

® Special Hotice: The HTML
version ofthe Advance
Monthly Sales for Retail and
Food Senvices (MARTS)
release will not be available
heginning with the
September 2010 MARTS
release on Qctober 15,
2010. However, the release
will continue to be available
in POF, Excel, and Text
formats at
http:fwrww.census.gov
Iretail.

Release Schedule

The Upcoming Release Dates
are below:

® Advance Monthly (Qctober
2010) releases November
15,2010 at8:30 am. EST.
Click here to access the
2010/2011 Release
Schedule.




What does it mean?

e Healthy retail sales increase corporate
revenues and profits and this is positive for the
stock market. Paltry sales place downward
pressure on stock prices.

e Retail store sales are up 7.34% over this past
year. This Is good for the economy.




/. Consumer Confidence and
Sentiment

It tells you how consumers feel about their jobs,
the economy and spending.

It I1s avallable monthly on the Last Tuesday of
the month being surveyed at:

Www.conference-
board.org/economics/ConsumerConfid

ence.ctfm

You can also find it in Barron’s Market \Week
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Dow Jones also has a Sentiment Indicator at:

Dow Jones Economic
Sentiment Indicator

2009 - 2010

Optimistic 100
Ll

F
45

40
35
30

25
v

Pessimistic 0

o W o P B S PR P

Dow Jones Economic Sentiment Indicator Jumps
To 43.9

October Gain Unusually Strong for Election Year, Follows Significant Drop in September

MORE INFORMATION
ON THE ESI e

ABOUT THE ESI

Economic Charts

ESI ve Unamploymeant Rate, | ES| and Recessions

il

ES| vs Kon-Form Paproll Change Esl Vs an Jnnes
Industrial AVerage

wl ™

A .
i




The AAIl has a Bullish/Bearish
sentiment indicator.

e You can find It in Barron’s Market
Week/Market Laboratory Indicators/Investment
Sentiment.

e There’s one thing you’ve got to know about the

Indicator and that Is In the extremes 1t becomes a
contrary indicator. For example, the Bullish
Sentiment indicator Is really Bearish.when greater
than 80%. It’s now 47.4% bullish, 24.7%. bearish.

e The Bearish indicator 1s Bullish when below
20%.




8. Durable Goods Advanced Report

e This indicator Is the first step in the
manufacturing cycle and thus production activity.

e It is available monthly at 8:0 AM 3—-4 weeks after
the end of the reporting month.

e The market is highly sensitive to this indicator.
e The indicator can be fund at:
http://www.census.gov/manufacturing/m3

fadv/pdf/durgd.pdf




Tahle 1. Durable Goods Manufacturers' Shipments and Mew Orders'

[Estimates are shown in millions of dollars and are based on dats from the Manufacturers’ Shipments Inventories, and Orders Survey.]
teazonally Adjusted Hot Seasonally Adjusted

Manthly Percent Change Maonthh ear to Dabe

Aug - Jul - - z Bug Lep
Lap i sug [ {H 4 ilic)

DURABLE GOOOS

Total
Shipments

= L
Mew Lirders

Excluding transportation
Lhipments
wew Orders

Excluding defense
Chipments

sew Orders

Manufacturing with unfilled orders:
Lhipments
Sew Orders

Primary meta i
Shipments . 11 15, 1 1. - : : A75
Sew Orders 15, i1 ¥ 1, | g2 EP

Fabricated metal products
Chipments . 7, S i i -1 §0a7 i rTE 2af Bag
Sew Orders : ; ; 740 -1 4347 211 : 247 534

Mach inery:

Chipments : k g, 5 ’ . ; 221,358
sew Orders . E11 L ) g 114 - 235 562

Computers and e lectranic praducts™
Shipments..... A 174 - ! Ea 81 4485
Nea Orders dmi: Il -4 ! ! A3 AN 235 ERD

Computers and related products:
Lhipments
Sew Orders

Communications eguipment
Shipments....

sew Orders

Electrical eguipment, applianoes,
and comiponents
Shipments
New Orders
Transportatian egupment
Shipments.
Sew Orders




Durable Goods Interpretation

e A jump In Durable Goods Orders Is generally
viewed as favorable by the market because It
signals higher corporate profits. If the economy Is
already operating near full capacity (84%), then it

may unnerve some investors because of a possible

rise In interest rates w
e Durable Goods Ord

nich tends to reduce profits.
ers are up by.an annualized

18.64%. This Is very
eYou can check Capa

positive for the eeonomy.
city Utilization Rates in

Barron’s Market Weekly.




9. Production Industrial and Capacity
Utilization

Strong production Is supportive of the stock
market. Jumps In industrial production when
nearing full Capacity Utilization (84%) are
negative for the market. We are nowhere near

full capacity.

http://federalreserve.gov/releases/gl//
current/tablel11.txt




Yearly Change in GDP:

e |If the economy rises faster then 3.5% per year
for several quarters, investors might get nervous
and this Is bearish for the market.

e Falling GDP Is always negative for the market.
e Here is where you can find this information:

http://www.bea.gov/newsreleases/natio
nal/gdp/2009/pdf/gdp407f.pdf




Don, which indicator do you watch?

| like the Institute of Supply Management Indexes
which are available at:

The next slide shows what it looks like.




MAMUFACTURING AT A GLAMNCE
OCTOBER 2010

Series Series Percentage Rate
Index Index Point of Trend®
October | September Change Direction | Change | (Months)

PHMI S6.9 So4.4 +2.5 Growing Faster 15

New Orders 58.9 51.1 +7.8 Growing Fazter 16

Production 62.7 56. +6.2 Growing Faster 17

Employment 57.7 56. +1.2 Growing Faster 11

Supplier Deliveries 51.2 R2. -1.1 Slowing Slower 17

Inventories 53.9 05. -1.7 Growing Slower 4

Customers’ Inventories 44,0 42, . Too Low Slower 19

Prices F1.0 F, . Increasing Faster 16

Backlog of Orders 46.0 46, Contracting Faster 2

Exports 50.5 . . Growing Faster 16

Imports 51.5 . Growing Slower 14

OVERALL ECONOMY Growing Faster

Manufacturing Sector Growing Fazter




