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Which Direction Now?

Bloomberg reports on 12 global economic indicators
that investors should watch. In their latest report 4 indi-
cators are neutral while 8 have negative trends. The
three U.S. indicators are neutral, the two Latin American
and two European indicators are all negative. In Asia,
three of the four indicators are negative. The 12th indi-
cator is the Global Purchasing Manager’s Index (PMI),
which provides a snapshot of the heath of manufactur-
ing around the world. A number of 50 or higher signals
expansion, while a figure below 50 signals contraction.

In May the Global PMI fell below 50 to 49.8 and in June it
fell further to 49.4, which was the lowest level in six-and
-a-half years. The July number decreased further to 49.3.
The Governor of the Bank of England, Mark Carney, in
his most recent speech started his discussion on the in-
ternational economy by noting that the Global PMI had
fallen further below 50, to its lowest level since 2012.
Apparently this economic indicator is closely monitored.

In its latest report, the Global Investment Committee of
Morgan Stanley stated that “the risk of a mild economic
recession in the US has greatly increased during the past
six months.” They also note that the “good news is that
the markets already know this, which is why long-term
US treasury Yields are so low and defensive equity sec-
tors like utilities, consumer staples and real estate in-
vestment trusts have performed so well in the past
year.”

The Bloomberg 12 global economic indicators support
this view. Based on the above, we expect a market cor-
rection over the balance of 2019, which will create a
good buying opportunity. ¢
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