
 

 

 
Recent Developments 
 
As we pass through the summer doldrums into the 
historically worst month of the year for equities 
(Chart 1), it seems prudent to highlight the 
constructive underlying economic data being 
reported from global developed markets, most 
notably the U.S. With this positive fundamental 
backdrop taking shape, it appears likely that market 
participants will soon look through historically weak 
September returns and Syrian tensions in order to 
position for a year-end rally in stocks predicated 
upon improving fundamentals. 
 
Both manufacturing and non-manufacturing ISM 
surveys in the U.S., already in expansion territory, 
continue to rise decisively and support the view of a 
durable economic recovery.  Moreover, in the most 
recent ISM manufacturing survey, the ratio of new 
orders to inventories reached the highest level 
since early 2010 (Chart 2), suggesting economic 
support well beyond 2013. 
 
Until now, the broader US economy has been 
driven by the almighty consumer, in turn supported 
largely by the resurgent housing market.  Should 
this stronger manufacturing data reflect a more 
optimistic corporate outlook, and thus an imminent 
pick-up in capital spending, GDP growth could 
finally be poised to accelerate above 
3% and take equity markets along for the ride. 
 
Looking further afield, the UK has demonstrated 
many of the same initial signs of recovery as the 
U.S., although only more recently.  The local 
manufacturing PMI, which just broke above 50 in 
April, has since powered higher month-after-month 
to reach levels not seen in 2 ½ years.  
Consequently, growth in industrial production, 
which typically follows the PMI with a lag, just 
recently turned positive and should continue to 
improve for the foreseeable future (Chart 3).  This 
improved domestic environment, together with 
accelerating PMI data out of core Europe, appears 
likely to carry UK equities higher well into 2014. 
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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 
            
Non-US foreign exposure in Barometer’s Equity 
Pools is largely focused in the UK to capitalize on its 
accelerating economic recovery, which thus far 
appears more tangible and sustainable than that of 
core Europe or Asia.  That said, the large majority of 
the Pools’ investment exposure is in the U.S., and 
continues to benefit from the clearest and deepest 
economic recovery of any developed or emerging 
nation. 
 
 
For the U.S., housing continues to be the most 
important domestic demand driver for the broader economic recovery, i.e., consumer spending (Chart 4), 
continues to benefit from the Fed’s ultra-easy monetary policy.  It is important to highlight the Fed’s imminent 
reduction in asset purchases - the first attempt to wean markets off the tonic of easy money.  While it is never a 
step that markets want to take, a small reduction to the Fed’s asset purchase program is not only necessary, 
but potentially well-timed in September with capex on the rise and manufacturing output starting to recover. 

 
US exposure in Barometer’s Equity Pools is partly focused in names benefitting from rising capital spending, 
notably in the technology and industrial sectors, and partly in industries benefitting from continued consumer 
spending, namely autos and media.  While higher rates have pressured valuations in interest rate-sensitive 
groups, such as utilities and homebuilders, consumers continue to spend discretionary dollars on movies and 
cars, even if they hold off on buying a new home.   
 

Barometer Global Equity Pool Positioning (As of September 4, 2013) 
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