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Market Insights:
New Orders Diverge From the S&P 500

Here’s an interesting and noteworthy comment from a recent Gary

Shilling research report. Dr. Shilling notes the divergence in new Cullen 0. Roche

durable goods orders and the S&P 500: Founder
Orcam Financial Group, LLC
“The U.S. economy, then, is weakening and may already be in re- cullenroche@orcamgroup.com

cession. Data revisions, which continue to be largely negative, will
tell the tale in time (how’s that for alliteration?). You wouldn’t
know it, however, from the recent strength in the stock market.
Chart 46(page 18) shows clearly the recent divergence between
the fundamental economy and investor addiction to monetary and
fiscal stimuli. Durable goods orders and the S&P 500 have been
highly correlated over time (Chart 46), with a correlation coeffi-
cient of 0.90 and no meaningful lead or lag. Notice, however, the
sharp fall in orders recently while stocks continue to rise.”
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This is a notable divergence given the very high correlation between new manufacturing orders and
the S&P 500. But one month does not make a trend. This is certainly no reason to panic, but it is
consistent with the current environment where investors have become accustomed to believing
that the Fed can solve all of our economic problems by “keeping asset prices higher than they other-
wise would be”. We are of the opinion that there’s no need to panic over market conditions here,
but complacency is not warranted. The 4th quarter tends to be characterized by asset managers
chasing prices higher into the year-end in addition to other positive catalysts, but we’re not inclined
to chase the market here. We'll have more details on market insights in coming notes.

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-
Orcam Financial Group, LLC is a fee 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.

Orcam Financial Group, LLC

only financial services firm offering
macro research, personal advisory,
institutional consulting and educa-

tional services.

If you have questions or comments regarding Orcam’s research and services please contact us
directly.
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