The Market Week in Review
For the Week Ending May 12, 2012
THE MARKETS
Stocks slumped this week, as Greece’s struggle to form a new government intensified
concern the country would exit the Euro Zone. The European Commission announced that
the Euro Zone is in a "mild recession,” with a recovery "forecast to set in slowly from the
second half of the year on". The forecast is for the Euro Zone’s GDP to contract 0.3% in
the second half of this year and to expand 1% in 2013. Also hurting the equity markets
was JPMorgan Chase’s announcement that it took a $2 billion loss on trading in synthetic
credit derivatives as the result of a failed proprietary hedging strategy. The shocking
announcement provides further evidence that even the “best and brightest” Wall Street
investment managers are unable to devise a strategy that will allow them to consistently
beat the markets.
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DAILY DEVELOPMENTS
MONDAY
The Federal Reserve said borrowing by U.S. consumers rose in March for the seventh
month in a row. Total borrowing increased $21.4 billion. That's the seventh straight
monthly increase and the largest since November 2001. The steady rise in borrowing is
considered to be a good sign for the economy by most economists, as it suggests that
consumers are more confident and are therefore are comfortable taking on more debt.
TUESDAY
The Labor Department reported Thursday that the number of job openings increased by
172,000 to 3.74 million, a significant improvement from a revised 3.57 million during
March. That’s the most unfilled jobs since July 2008. While manufacturers led the gain in
job openings for the month, all industries except government agencies looked to expand
hiring.
WEDNESDAY
Ben Bernanke issued a dire warning on Wednesday that the economy faces a "massive
fiscal cliff" if Congress lets various tax cuts expire on January 1st along with the automatic

implementation of $1.2T in spending cuts." All those things are hitting on the same day,
basically. It’s quite a big event," Bernanke said.
THURSDAY
The Labor Department reported on Thursday that first time claims for unemployment
benefits in the U.S. decreased by 1,000 last week to 367,000. The four week rolling
average, considered by many to be a better measure of labor market conditions, dropped
5,250, to 379,000.
Also on Thursday the government reported that the trade gap widened 14.1 percent to
$51.8 billion in March, the biggest jump in nearly a year. Analysts had been forecasting a
deficit of $49.5 billion. A 5.2% surge in imports outweighed increased exports, which rose
by 2.9%. Taken together, the stats suggest that the global economy had not slowed as
much as some investors have feared.
FRIDAY
The producer price index dropped 0.2 percent after no change in March, according to
Labor Department figures released on Friday. It was the first drop in wholesale prices in 4
months. Economists had been projecting the index would be unchanged in April,
according to the median estimate in a Bloomberg News survey. The 1.9 percent increase
over the past 12 months was the smallest since October 2009, which could suggest that
inflation in the immediate future remains unlikely.
The Thomson Reuters/University of Michigan preliminary May reading on the overall index
on consumer sentiment improved to 77.8 from 76.4 in April, topping forecasts for 76.2.
That’s the highest reading since January 2008. 65% of survey respondents indicated they
felt that the current conditions for buying automobiles and durable goods were favorable,
which is the highest that percentage has reached in more than a year.
TIDBITS
Since the 2008 financial crisis, trading volume on U.S. equity markets has
been falling. Credit Suisse Trading Strategy reported that the average daily
trading volume of U.S. stocks on all exchanges in April was 6.5 billion,
compared with 12.1 billion at its highest point in 2008.
I hope you have found the information in this week’s market summary helpful. If you
would like to comment on any of the information found in this week’s Market Commentary
please e-mail me at awillms@estatecounselors.com. If you would like to discuss how
current market conditions could impact your investments, please feel free to call me at the
number listed below.
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