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Markets are rallying around the world today after better than ex-
pected economic data. The beginning of the month PMI reports
always cause a flurry of market action and generally optimism.
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Assessing the big picture

The PMI reports around the globe point to a marginally more pos-
itive outlook. But the devil is in the details. We’ve designed a
GDP weighted PMI index to provide a more detailed picture of the
global economy. This month’s reading comes in at 49.4 as con-
traction in Europe, China and Japan continue to drag the index
below the expansion threshold of 50.
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(Figure 1—Globally weighted PMI)

(continued...)
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Long story short—
There’s still no reces-
sion in the USA. The
same cannot be said for
the rest of the world.



The overall picture here is still one of divergence where the USA continues to grow (though
only marginally) and many of the other key components in this index continue to struggle.
There is a titanic battle occurring between Europe and the USA at present where many market
observers remain confused by the USA’s ability to skirt recession in the face of a weakening
global economy and Europe in particular. At almost 25% of total world output, Europe’s pull
on the global economy is enormous. But we believe the divergence is largely due to the diver-
gence in policy response. While Europe has engaged in austerity in many regions the USA has
continued to run the stimulus pump. This is another reason why we believe the fiscal cliff re-
mains such a large risk to the US economy.

But today’s beat on economic data has not been the norm of late. In recent weeks the data
has surprised increasingly to the downside as analysts remain excessively upbeat about their
economic outlooks. The Orcam Economic Expectations Index measures analysts expectations
versus actual reports. This provides us with a snapshot of the mood of analysts relative to
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portantly, this morn-
ing’s US PMI report continues to vali- Figure 2—Expectations Index

date our “no recession” call in the USA

leading us to believe that the US markets are unlikely to sustain a large decline in the near-
term.
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If you ever have questions or comments on research or Orcam’s services
please contact us directly.
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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.
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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.



