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Recent Developments 
                
While positive economic data releases in 
the U.S. were below lofty expectations, 
they continue to support our view that the 
U.S. remains in a goldilocks position of “just 
warm enough.” We see it as an ideal 
economic middle ground that is quite 
supportive of equities - any cooler and 
companies would be too growth-challenged 
to keep earnings and stock prices rising; 
any warmer and the Fed would take away 
the punch bowl.  So a slow economic 
expansion is just right to keep climbing the 
wall of worry and support higher equity 
markets. 
 
Real GDP growth, forecast to be about 3.0% for the first three months of 2013, is being supported by resilient 
consumer spending (Chart 1) and a strong rebound in housing starts (Chart 2).  However, Q2’13 should see 
this growth slow to a more modest 1%, owing mainly to significant government cutbacks, and then climb back 
into the 2% - 3% band by year end.  ”Just warm enough.”  
 
             Notwithstanding a slow jobs recovery, 

spending continues to reach new all-time 
highs on the twin fuel of low interest rates 
and recovering home prices.  We believe 
both drivers are likely to remain in place for 
the foreseeable future, boding well for 
Barometer’s U.S. positions. 
 
 

                      
 
 
 
                       
 

 
 
Bullish Percent on the S&P 500 (Chart 3) is holding comfortably above 70% 
throughout the modest consolidation of the last few weeks.  This continues 
to support our view that U.S. equities remain a good neighbourhood for 
investment, mostly notably in the consumer discretionary, health care and 
consumer staples sectors. 
 
 
 
 

 

Chart 1 

Chart 2 

Chart 3 Source: Dorsey Wright & Associates 

U.S. Nominal Consumer Spending, 1960 – Present, SA 

S&P 500 Bullish Percent 

U.S. New Housing Starts, 1993 – Present 



 

The information provided is not a complete analysis of every material fact regarding any market, industry, security or Pool. Holdings 
are subject to change. Opinions expressed are as of the date specified on the commentary, and can change without notice. A 
portfolio manager's assessment of a particular security, investment or strategy is not intended as an investment recommendation; it 
is intended only to provide insight into the Pool's portfolio selection process. For current fund information, including standardized 
returns, please visit the fund information page. Past performance does not guarantee future results.  Given the rapid changes 
that can take place in markets and economic conditions, it is often difficult to provide up-to-date materials that address the most 
current situations. The comments provided are valid only as of the date of publication. 
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Core Theme Update 
                     
A core theme for the Barometer Global Equity Pool, 
as well as our other mandates, is the recovering US 
housing market. 
 
The demand-driven increase in  housing starts is 
largely a result of recovering home prices and 
increased consumer confidence.  And, it appears 
likely that it will continue for years to come because 
the inventory of new and existing homes remains 
near historic lows (Chart 4). 
 
The positive performance of the Barometer Global 
Equity Pool was impacted significantly over the last 
two quarters from its exposure to the virtuous cycle 
described above. 
 
Moreover, the Global Equity Pool is now approximately 17% invested in the US housing recovery theme, which 
includes exposure to US home builders and several consumer durable companies, such as Home Depot and 
Caesarstone. 

 
Barometer Global Equity Pool Positioning (As of April 24, 2013)

 

Chart 4 

U.S. Housing Inventory 


