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A brief run-down of (most) everything that matters in the world of

investing and economics.... Cullen O. Roche
Founder

q Orcam Financial Group, LLC

1. Global PMI’s Are ImprOVIng cullenroche@orcamgroup.com

The globally weighted PMI has moved back into growth territory
for the first time since May of this year. The expansion was led by
strong resurgences in the USA, Brazil and India. While the global
outlook remains somewhat murky there are signs that the global
economy is gaining some traction here.

P N “Failure to prepare is pre-
GDP Weighted PMI Indicator paring to fail.”

-Coach John Wooden
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(Figure 1—GDP Weighted PMI)
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2. Recession Risk in the USA Remains Low

The Orcam Recession Index continues to point to
modest growth in the USA. This diffusion index
shows that the rate of change in the USA, while
slowing, is still firmly positive leading me to believe
that the risk of recession in the USA is currently ow.

. Market Timing Indicators Remain Positive

Orcam U.S. Recessionindex
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(Figure 3—QD Model)

4. Fund Managers Are Very Bullish

One of the three keys in our “year-end rally” thesis
was increasingly bullish fund managers who would
likely chase the markets into the end of the year.
This appears to be confirmed by the recent NAAIM
Survey which showed a huge jump in money manag-
er bullishness. The most recent reading of 82.91 is
near the upper end of the historical levels.
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(Figure 2—US Recession Index)

| still feel confident about the year-end rally call |
made back in November. This view is confirmed
by the constructive stance of the QD model which
has moved sharply in recent weeks into a more
cautious position. Risks are increasing, but the
model is not yet pointing to a change in trend. Alt-
hough | don’t see huge upside between now and
December’s end | would not be a seller, but |
would move to the Wall Street equivalent of a
“hold” position. In other words, don’t add to new
positions, but there is no need to become bearish.

NAAIM Sentiment Survey
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(Figure 4—NAAIM Survey)




5. Small Investors Are Not Excessively Bullish

AAIl % BULLS
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(Figure 5—AAIl Sentiment Survey)

The fund manager survey would deeply
alarm me were it not for inconsistencies in
other surveys. For instance, the small inves-
tor survey via AAll is showing increasingly
bullish sentiment readings, but not alarm-
ingly high levels.
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(Figure 7—US Corporate Revenues)
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8. Inflation Remains Benign

The latest inflation readings are still con-
sistent with a benign inflation environ-
ment. Historically, inflation has averaged
3.5%. The latest reading of 1.8% in the
BLS CPl and 2.6% in the Orcam HA CPI are
both consistent with a low inflationary en-
vironment. Other independent gauges
confirm these readings.

Orcam Housing Adjusted CPI
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e hY (Figure 8—CPI vs Orcam HA CPI)
Weekly Intermodal Rail Traffic (12 WK Avg YoY%)
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(Figure 9—Rail Traffic) U.S. Stock Market
vs GNP
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(Figure 10—US Stock Market vs. GNP)
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Orcam Financial Group, LLC is a fee
only financial services firm offering
macro research, personal advisory,
institutional consulting and educa-

tional services.

Important Disclaimer

Nothing contained herein should be construed as an offer to buy any
security or a recommendation as to the advisability of investing in, pur-
chasing or selling any security. Some of the statements contained
herein are statements of future expectations and other forward-looking
statements. These expectations are based on Orcam's current views
and assumptions and involve known and unknown risks and uncertain-
ties. Actual results, performance or events may differ materially from
those in such statements due to, among other things, general econom-
ic conditions, performance of financial markets, Orcam Financial
Group, LLC assumes no obligation to update any forward-looking
information contained in this document.
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