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FAST FACTS ABOUT TODAY’S ECONOMIC DATA: 
* Introducing Pivotus Partners.  Our brand-new research venture. 
* What makes us unique?  It is our willingness to Pivot before it is fashionable.  
* The U.S. economy is currently on Pivot Watch. There are significant early signs of deterioration. 
* For the first time in 19 months, Construction Spending fell. We believe construction is vulnerable. 
* U.S. ISM Manufacturing Index ticked further into contraction … but prices did slow. 
* Caixin China Manufacturing PMI improved but official Manufacturing stuck in June. 
* South Korea Trade Balance improved but exports to China slowed again. 
 

INTRODUCING PIVOTUS MACRO RESEARCH: 
It’s hard to believe, but we’ve been publishing our own macro/strategy research for almost two decades.  We 
are thrilled to announce that we have now hung our own shingle: Pivotus Partners, LLC.  Through our new 
venture, we are enhancing our ability to provide clients with timely, in-depth, and customized research 
services.  More information on our new endeavor will be available here shortly:  www.pivotuspartners.com 
 
The industry has changed tremendously over the past few decades.  We’ve found we must constantly adapt 
the business model to meet those challenges.  The days of shopping order flow and communicating on squawk 
boxes have long gone.  Today, the industry prefers menu pricing, Zoom meetings, social media, and 
subscription-based services.  The Street has shifted away from traditional trading-based payment models, and 
thus we have too.  Not only can we work with traditional arrangements, but we now have credit card 
functionality and crypto payments are under development.  Yes, our readers will soon be able to pay for our 
research with cryptocurrencies!  We will continue to utilize technology to be at the forefront of strategy firms. 
 
But just because we thought it was time to make a change doesn’t mean we could pull it off.  The only way 
this was possible was because of the tremendous support we have had throughout the industry.  We are 
incredibly appreciative of the friends we have made over the years.  It is because of you that we have the 
confidence to press forward. 
 
WHAT’S WITH THE NAME? 
Some of you may remember an article from fourteen years ago in the Wall Street Journal that suggested that 
all the good band names were taken: https://is.gd/Np0R1X.  We remembered the article and knew that if 
John Paul Jones was having trouble back in 2010, finding a name for a new firm was going to be a challenge. 
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After many failed ideas, we tried the A.I. thing.  We figured A.I. could easily find a good name that nobody 
was using.  Elon Musk says A.I. is about to be smarter than all of us, so how could A.I. go wrong? 
 
 

 
 
Moving on, we started thinking about some of the big calls we have gotten right over the years.  For example, 
we were early to see the unique challenges with household net worth heading into the Global Financial Crisis.  
We knew at the time that the collapse in wealth would be unlike anything we’ve seen since the Great 
Depression.  Fast forward to the European sovereign debt crisis, we were early to call out problems with the 
European bailout mechanisms (we wrote at the time that none of these things would work … and sure enough, 
they were ultimately scrapped in favor of ECB debt monetization).  We were also the first to write about the 
macro risks posed by COVID-19 (we were up all hours of the night translating documents and analyzing other 
pandemics even when there were only a few hundred reported deaths in China).  People were laughing at us!  
Someone called us the ‘COVID boys’ and many said, ‘it is just the flu’.  We knew that wasn’t the case, as we 
had already studied flu data in China and elsewhere before we even made the call.  Once governments began 
their massive money print, we said to short Treasuries in early 2021 because “inflation was about to turn 
straight up” (the 10-year yield was 1% at the time).   
 
We wondered … What do all these major calls have in common?  What makes us different?   
 
For starters, each call was wildly non-consensus at the time.  But you don’t build a business around saying 
things that nobody else agrees with.  That’s not a business, that’s just being argumentative.  But there’s 
another thing these calls all have in common: they were all major inflection points. 
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What makes us different is that we are not afraid to go down rabbit holes.  We are willing to write on 
subjects that may seem preposterous at the time.  We are willing to stick our necks out when something 
may be about to change.  In a sense, we are willing to Pivot even when the crowd thinks otherwise. 
 
Our job is to identify mispriced risks for our readers.  We aim to prepare you for future inflection points.   
We are here to help you Pivot.  And that’s the core mission of Pivotus.  
 
THE U.S. ECONOMY REMAINS ON PIVOT WATCH: 
We are beginning to pick up the early signs of recession in the United States.  We believe we are in the 
precursor phase before a recession, when things are slowing but companies are still reluctant to lay off 
employees.  However, companies are now beginning to cut back on hiring and we suspect that expenses are 
being curtailed, hours worked are being reduced, and sales bonuses are being trimmed. 
 
The timeliest data series we know of is nightly income tax receipts received by the U.S. Treasury.  Income 
tax withholdings from paychecks are down -1.1% Y/Y in June (through June 27th).  That may not seem like 
a big deal, but when you put it into context with Average Hourly Earnings +4.5% Y/Y and Consumer Prices 
+3.3% Y/Y, it is a notable divergence.  How can tax withholdings be down when nominal sales and wages are 
up?  This shouldn’t be possible.  It speaks to something breaking (less hours?  Lower bonuses?).  We point this 
out also because the slowing trend has been in place since March.   
 

 
 
You may note that not all tax receipts are slowing on a Y/Y basis, as ‘not withheld’ tax receipts (tax payments 
from sole proprietors, LLC owners, self-employed) are still in a rising trend.  This appears to have more to do 
with a bad comp from 2023.  Last year, California residents were granted a tax holiday until November 2023 
to help with severe storm disruptions.  We ask the question, if California was so terribly disrupted by storms 
last year such that tax payment holidays were granted, why didn’t income tax withholdings also dip last year?  
Wouldn’t that category have been disrupted too?  In short, both tax receipt categories should be in 
accelerating trends, given the comp.  The fact that withholdings are now rolling over is quite notable. 
 
There was a rather telling batch of data on Friday morning in the U.S.  Within the span of 90 minutes, we got 
news that inventories were building in the retail channel, continuing unemployment claims were getting a bit 
stickier, capital goods orders turned meaningfully negative (ex-defense and ex-aircraft), and Pending Home 
Sales came in much worse than expected at -6.6% Y/Y.   
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What’s interesting about the Pending Home Sales Index is that it was the WORST EVER reading on a seasonally-
adjusted basis.  Should we be surprised given how bad housing affordability has been? 
 

 
 
We’re not sure how you can have pending home sales this bad, housing starts/permits falling, rising multi-
family delinquencies, and yet still maintain record levels of Construction Employment and Spending. 
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Circling back to those Durable Goods Orders, we have suspected for some time that once all that excess cash 
leaves the system (e.g. the PPP money), demand for big-ticket items will dry up.  People got their fill of 
swimming pools, RV’s, four-wheelers, motorcycles, and snowmobiles during the pandemic grift.  Who’s left 
to buy these things that hasn’t already done so?  It certainly isn’t the people running up their credit cards at 
30% interest, and it certainly isn’t the first-time homebuyer who is struggling to buy a home.  And if they’re 
struggling to buy a home, what’s to be said about their ability to remodel one in the future? 
 
With that in mind, we weren’t surprised to see that Durable Goods Prices were slashed (-3.2% Y/Y) as Orders 
have turned negative (Durable Goods Orders ex-Defense are down -1.4% Y/Y). 
 

 
 
May we ask what happens to manufacturing employees as orders start falling and prices get slashed?  We 
would guess that also raises questions about inventories and margins… 
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U.S. CONSTRUCTION SPENDING SLIPPED IN MAY, WHICH IS THE FIRST DECLINE IN 19 MONTHS: 
As mentioned above, we see construction spending and employment as being “vulnerable”.  On that note, the 
Census Bureau said today that U.S. Construction Spending fell for the first time in the past 19 months, 
down -0.1% M/M to $2,139.79 billion SAAR in May.  On a Y/Y basis, construction spending slowed to +6.4% 
Y/Y (versus +7.6% prior).  In May, Residential Construction fell -0.2% M/M and +6.6% Y/Y (versus +9.0% Y/Y 
prior); whereas Nonresidential Construction declined -0.1% M/M and slowed to +6.2% Y/Y (versus +6.6% Y/Y 
prior).  Lastly, Public Construction increased +0.5% M/M but slowed to +9.7% Y/Y (versus +10.9% Y/Y prior) 
and Private Construction fell -0.3% M/M and slowed to +5.4% Y/Y (versus +6.7% Y/Y prior). 
 

 
 
U.S. ISM MANUFACTURING INDEX TICKED FURTHER INTO CONTRACTION, AND PRICES SLOWED: 
The U.S. ISM Manufacturing Index fell -0.2 points to 48.5 in June (lowest level since February); therefore, 
ISM Manufacturing has now contracted for the 19th time in the past 20 months.  In the month, there were 
declines in Current New Orders (+3.9 points to 49.3), Production (-1.7 points to 48.5), Employment (-1.8 points 
to 49.3), Inventories (-2.5 points to 45.4), Backlogs (-0.7 points to 41.7), Exports (-1.8 points to 48.8), and 
Imports (-2.6 points to 48.5).  Also, Prices Paid fell -4.9 points to 52.1 (lowest level since December 2023). 
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Sources:  U.S. Census Bureau, Bloomberg
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CAIXIN CHINA MANUFACTURING PMI SHOWED EXPANSION IN JUNE: 
Today, it was reported that China’s Caixin Manufacturing PMI increased +0.1 points to 51.8 in June. Thus, 
the index indicated above average growth for the eighth month.  It should be noted that China’s “official” 
Manufacturing PMI was unchanged at 49.5 in June, due to slowdowns in New Orders, Exports, Backlogs, Output, 
Inventories, and Employment.  Furthermore, China’s “official” Services PMI declined -0.6 points to 50.5 in 
June, as New Orders fell -0.2 points to 46.7.  The green line is a little odd in that chart, below (do you agree?). 
 

 
 
SOUTH KOREAN IMPORTS FELL -7.5% Y/Y IN JUNE, AND EXPORTS TO CHINA FELL: 
According to the Ministry of Trade, Industry and Energy, the South Korean Trade Balance improved +$3.145 
billion M/M to +$8.0 billion in the month of June.  In the month, South Korean exports fell -1.7% M/M and 
slowed to +5.1% Y/Y to $57.07 billion (versus +11.5% Y/Y prior).  Also, imports fell -7.7% M/M and -7.5% 
Y/Y to $49.07 billion (versus -2.0% Y/Y prior).    
 
Note that US exports slowed slightly to +14.7% Y/Y (versus +15.6% Y/Y prior) and China exports slowed to 
+1.8% Y/Y (+7.6% Y/Y prior); however, EU exports fell -18.2% Y/Y (-2.3% Y/Y prior) and Japan exports fell -
6.9% Y/Y (+2.4% Y/Y prior).   
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MACRO TRADE IDEAS: 

 
 
CENTRAL BANK SCORECARD: 
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S&P 500 SECTOR PERFORMANCE:  

 
 
GLOBAL STOCK MARKET PERFORMANCE:  
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MAJOR GLOBAL STOCK MARKETS: 
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MAJOR GLOBAL BOND MARKETS: 
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COMMODITIES MARKET PERFORMANCE: 
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CURRENCIES PERFORMANCE: 

 
 
 
 
DISCLOSURE APPENDIX 
The comments herein are based on the author’s opinion at a particular point in time and can change at any time without notice. Pivotus Partners, LLC does not guarantee 
the accuracy or completeness of the information contained herein. This report is distributed for informational purposes only and should not be construed as investment 
advice or a recommendation to sell or buy any security or other investment or undertake any investment strategy. It does not constitute a general or personal 
recommendation or consider the particular investment objectives, financial situations, or needs of individual investors. Past performance is not a guarantee of future 
performance. All investments involve risk, including the loss of all of the original capital invested. 


