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Commentary

The Treasury market is trading slightly higher this morning as investors seem to be a
bit distracted by things other than buying Treasury bonds. It could be the President’s
health care initiatives, it could be a surge in corporate bond issuance, or it could be
that there is little to look at this week in order to judge the real direction of the markets.
I don’t know, call me silly, but I kind of like the turmoil, the uncertainty and the
volatility of today’s markets! I mean, it gives you a reason to come in to work, not only
to you wonder whether you get to keep your job, you get to wonder if the long arm of
our new government is going to limit or adjust your compensation, IF you have
managed to stay employed! Potentially, those rules would also apply even to those who
didn’t seek the assistance from our government. Sounds like fun right? Anyway, with
the Treasury relatively quiet from an issuance standpoint, the balance of the week will
focus on the economic numbers. Yesterday the Treasury released its Budget numbers.
In March, the Treasury ran a Budget Deficit of $192.3 billion. In April, the trade
balance was only -$20.9 billion. One would think that this is great progress until you
realize that this was the first time in 26 years that we have run a deficit in the month of
April! Why? Death and taxes. OK, only taxes. Dude, this is when the money comes in
and since it didn’t, we are officially, and I mean without a shadow of a doubt, in a
recession. With that settled, let’s look at today’s numbers. Retail Sales for April are
expected to rise by 0.1% and increase by 0.3% when you remove the Auto numbers.
Business Inventories for March are expected to fall by 0.8%. If this is the case, then
economists should be satisfied that we have the makings of an economic turnaround in
place, which could change the way we think about our future. If the Sales numbers
come in negative, it is back to the salt mines for all of you! Two things caught my eye
this morning. 1) Some former something suggested that the U.S. could lose its AAA
rating. This news sent yields surging 1 basis point higher! 2) Former Fed Chairman
Greenspan said that “the seeds of a bottoming” are in. I can only assume he is talking
about the U.S. Economy and not stock values, government nonsense or planting of
Sunflowers.
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