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The S&P did decidedly move above 1100 last week, but then fell back on softer economic news, 
particularly core retail sales and housing starts.  These new data (and revisions to past data) put 3Q 
GDP below its fi rst 3.5% estimate, with new estimates (announced Tuesday) coming in at 3.0% or 
just below.  Fourth quarter estimates still remain above 3%.  Next week’s most important data are 
the Conference Board consumer confi dence (47.5), personal income (+0.2%) and spending (+0.6%) 
for October and Durable Goods (+0.5%,+0.7%). If weekly jobless claims, which have printed at 505k 
in each of the last two weeks, can break below 500k, that might give equities a nice pop. 

Yesterday’s and today’s stock sell-off is still being accompanied by the favorable correlations:  when 
stocks fall, so do oil and commodities, while the dollar and bonds rise.  Today, WTI is back down to 
$76.26, and the dollar up to 1.486 Euro, while the ten-year treasury is holding steady at 3.34%.  I will 
start worrying when the correlations turn around, viz., oil rises, while the dollar and bonds fall, and 
this sends stocks lower.  That is a sign that infl ationary expectations are taking hold.  At present, 
infl ationary expectations are still under control, despite the steady rise in gold.

I would like to comment on the weak housing starts announced on Wednesday.  A graph of 
monthly housing starts (calculated at an annual rate) from January 1959 forward is shown on the 
next page.  Included is a regression line showing the mean (red line) and one and two standard 
deviations above and below the long run trend. Given the rise in population and home ownership 
over the long run, it is interesting that there has been virtually no upward drift to average number 
of new housing starts. It is also interesting that although this housing downturn is by far the worst 
in post-war history, the boom that preceded it was not the greatest.  Furthermore, the area above 
the mean, which may be construed as “excessive housing” construction from 2001 through 2006 
has now been offset by the area under the mean that started in 2007.  All this appears to me to 
indicate that current low level of housing activity is well on its way to eliminating the excessive 
supply of housing.  Certainly the recession has curtailed household formation and induced indi-
viduals to defer their “dream of homeownership.”  But once the recession ends, there is no reason 
why the mean level of housing starts cannot go back to 1.5 million, which should provide strong 
stimulus to the economy.

Professor Jeremy Siegel is a Senior Investment Strategy Advisor to WisdomTree Investments, Inc., and WisdomTree 
Asset Management, Inc. He is also a registered representative of ALPS Distributors, Inc.  This article speaks of his 
research and expresses his opinions and is not to be considered a recommendation to participate in any particular 
trading strategy, or deemed to be an offer or sale of any investment product, and it should not be relied on as such.  
The user of this information assumes the entire risk of any use made of the information provided herein.  Neither Pro-
fessor Siegel nor WisdomTree nor any other party involved in making or compiling any information makes an express 
or implied warranty or representation with respect to information in this article.  
Past performance is no guarantee of future results.



Professor Jeremy Siegel is a Senior Investment Strategy Advisor to WisdomTree Investments, Inc., and WisdomTree 
Asset Management, Inc. He is also a registered representative of ALPS Distributors, Inc.  This article speaks of his 
research and expresses his opinions and is not to be considered a recommendation to participate in any particular 
trading strategy, or deemed to be an offer or sale of any investment product, and it should not be relied on as such.  
The user of this information assumes the entire risk of any use made of the information provided herein.  Neither Pro-
fessor Siegel nor WisdomTree nor any other party involved in making or compiling any information makes an express 
or implied warranty or representation with respect to information in this article.  
Past performance is no guarantee of future results.


