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As was the case the prior week, last week saw little price change in US 

financial markets as investors are apparently taking a breather to digest some 

mixed economic news. 

The US economy is continuing to grow slowly, with the data vacillating 

between positive and negative news. The good news last week came in the 

form of evidence that the labor market continues to heal. On Thursday, 

initial jobless claims plunged to 341,000, significantly below the level of the 

prior week and below the one-year average.  

Last week, we discussed a potential economic risk in the form of weak 

spending and the recent data we have seen confirms that spending has been 

slowing. This is primarily due to the increase in payroll taxes that took effect 

at the beginning of the year. 

Outside of the United States, the trends are quite similar. Most areas of the 

world (developed markets in particular) are struggling through slow growth, 

although China has been regaining some of its old swagger. While it hardly 

comes as a surprise, Europe's economy continues to struggle. Even 

Germany, which had been one of the few bright spots in Europe, showed an 

economic contraction in the fourth quarter of 2012, with economic growth 

falling by 0.6%, its sharpest contraction since the first quarter of 2009.  

The bottom line to us is that while overall global growth is likely to be 

marginally better in 2013 than it was in 2012 (thanks largely to a resurgent 

China), investors should be prepared for ongoing fits and starts in the pace 

of growth. Among developed markets, we expect US growth will outpace 

growth in Europe and Japan, but even in this case the United States is likely 

to have a slow start to the year. 
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