
July 20, 2012

MARKET COMMENTARY

BY SCOTT J. BROWN, PH.D., CHIEF ECONOMIST 

In his semi-annual monetary policy testimony to Congress, Fed Chairman Bernanke 

presented a clearly cautious assessment of the economy. He said that "If we are not 

getting sustainable improvement (in the labor market) we will have to seriously consider 

taking additional action." Bernanke indicated that Fed officials are still debating the 

efficacy, costs, and risks of nonconventional monetary policy. A Reuters’ survey of 

economists showed the odds of QE3 at 50%.

The economic data reports were mostly on the weak side of expectations. Retail sales 

fell 0.5% in June, following -0.5% in April and -0.2% in May. Industrial production rose

0.4%, held back by a drop in utility output (odd, given the hot weather). Manufacturing 

output rose 0.7%, but that followed -0.6% in May and the trend is a lot weaker than 

earlier in the year. Single-family building permits rose 0.6%, while starts rose 4.7%. 

Existing home sales fell 5.4%, restrained by shrinking inventories of homes for sale 

(according to the National Association of Realtors). The Fed’s Beige Book noted that

"overall economic activity continued to expand at a modest to moderate pace in June 

and early July." Employment levels improved "at a tepid pace."

Next week, the focus will be on Friday’s GDP report for 2Q12. There’s always a lot of 

uncertainty in the advance GDP estimate. The government will have to make 

assumptions on foreign trade, inventories, and a number of other pieces missing from 

the puzzle. In addition, the Bureau of Economic Analysis will also release annual

benchmark revisions to the GDP data back to 1Q09. Estimates of 2Q12 GDP growth 

have been whittled down in recent weeks (I’m at 1.0%), as economic data reports have 

generally come in weaker than expected. Growth is now expected to remain near "stall 

speed" in the near term. The economy typically has a hard time rebounding from an 

extended period of subpar growth and slides into recession (that’s why they call "stall 

speed"). Given the uncertainties about Europe, the election, and the fiscal cliff, the 

outlook for investors is expected to be more challenging.

Indices

Last Last Week YTD return %

DJIA 12943.36 12573.3 5.94%

NASDAQ 2965.90 2866.19 13.85%

S&P 500 1376.51 1334.76 9.46%



Consumer Money Rates

Currencies

Commodities

Bond Rates

Treasury Yield Curve – 7/20/2012

MSCI EAFE 1434.68 1385.21 1.57%

Russell 2000 802.17 789.62 8.27%

Last 1-year ago

Prime Rate 3.25 3.25

Fed Funds 0.14 0.10

30-year mortgage 3.62 4.49

Last 1-year ago

Dollars per British Pound 1.572 1.613

Dollars per Euro 1.228 1.416

Japanese Yen per Dollar 78.610 78.940

Canadian Dollars per Dollar 1.008 0.951

Mexican Peso per Dollar 13.193 11.703

Last 1-year ago

Crude Oil 92.66 97.50

Gold 1585.83 1600.85

Last 1-month ago

2-year treasury 0.22 0.30

10-year treasury 1.47 1.66

10-year municipal (TEY) 2.94 3.14



S&P Sector Performance (YTD) – 7/20/2012

Economic Calendar

July 24 — Market US Manufacturing PMI (July, flash)

July 25 — New Home Sales (June)

July 26 — Jobless Claims (week ending 7/21)

Durable Goods Orders (June)

Pending Home Sales Index (June)

July 27 — Real GDP (2Q12 advance + benchmark revisions)

Consumer Sentiment (July)

July 30 — Personal Income and Spending (June + 

benchmark revisions)



Past performance is not a guarantee of future results. There are special risks involved with global investing 

related to market and currency fluctuations, economic and political instability, and different financial 

accounting standards. The above material has been obtained from sources considered reliable, but we do 

not guarantee that it is accurate or complete. There is no assurance that any trends mentioned will 

continue in the future. While interest on municipal bonds is generally exempt from federal income tax, it 

may be subject to the federal alternative minimum tax, state or local taxes. In addition, certain municipal 

bonds (such as Build America Bonds) are issued without a federal tax exemption, which subjects the 

related interest income to federal income tax. Also municipal bonds may be subject to capital gains taxes if

sold or redeemed at a profit. Investing involves risk and investors may incur a profit or a loss.

US government bonds and treasury bills are guaranteed by the US government and, if held to maturity, 

offer a fixed rate of return and guaranteed principal value. US government bonds are issued and 

guaranteed as to the timely payment of principal and interest by the federal government. Treasury bills are

certificates reflecting short-term (less than one year) obligations of the US government.

Commodities trading is generally considered speculative because of the significant potential for investment

loss. Markets for commodities are likely to be volatile and there may be sharp price fluctuations even 

during periods when prices overall are rising. Specific sector investing can be subject to different and 

greater risks than more diversified investments.

Tax Equiv Muni yields (TEY) assumes a 35% tax rate. Municipal securities may lose their tax-exempt 

status if certain legal requirements are not met, or if tax laws change.

Material prepared by Raymond James for use by its financial advisors.

The information contained herein has been obtained from sources considered reliable, but we do not 

guarantee that the foregoing material is accurate or complete. Data source: Bloomberg, as of close of 

business July 19, 2012.

Consumer Confidence (July)

August 1 — ISM Manufacturing Index (July)

Fed Policy Decision

(no Bernanke press briefing)

August 3 — Employment Report (July)

ISM Non-Manufacturing Index (July)
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