
Overview: Commodity prices suffered a tectonic shift recently. With prices at apparently 
speculative levels, a correction was inevitable. This has triggered talk about whether we’re in a 
rotation from “risk” trades to a more sedate stage for markets or whether commodity prices will 
resume their ascent.

This pause has been significant and, even if prices stabilize at current levels, we believe it represents 
a material “sale sign” for users of commodities and could serve to support future consumer and 
business demand, economic growth in countries that are net users, and global earnings.
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The U.S. economy continues to grow with two steps forward and 
one step back. Even as the consumer and business sales/inventory 
growth surprise pundits to the upside, there are enough question 
marks to keep the markets off balance – including accelerating  
inflation and volatile new jobless claims.

The U.S. has also been buffeted by fears of the possible impact of a 
sovereign default in Greece. This is euphemistically being described 
as “restructuring” or “reprofiling” of maturities by politicians navi-
gating the shoals of public opinion in Germany, Finland and other 
donor nations where right-wing parties hostile to additional rescue 
funding are gaining at the hustings.
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At least for now, the reactor situation at the Fukushima Daiichi 
nuclear plant is not devolving into the worst-case scenario, but there 
is no doubt that industrial supply chains have been disrupted. The 
power grid, which is about to face the high-demand summer season, 
remains inadequate at times.

It remains to be seen whether shifting of manufacturing offshore, 
as a result of infrastructure and plant damage, will be temporary.  
Post-quake data suggest that industrial production was severely 
impacted, registering a record -15.3% drop month-over-month. 
Household spending also dipped, although employment appears to 
be holding steady for now.
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The debt load of Greece has once again become a key concern.  
The inability of the country to sufficiently grow its revenues or cut 
expenses has many speculating on the need for debt restructuring.  
Although the Greek economy is relatively small, there is concern 
that this “polite” default could impact the financial stability of the 
many major European banks that own a significant portion of 
Greece’s (and Ireland’s and Portugal’s) sovereign bonds.

Meanwhile, the ‘core’, larger economies have participated in the 
global recovery in manufacturing, especially Germany.  Much 
of this performance has been driven by exports, especially to 
emerging markets.  Looking forward, the recently stronger Euro 
(which makes European exports more expensive) and the efforts 
of many central banks in emerging markets to slow their rapidly 
growing economies by tightening monetary policy will likely test 
the strength of demand for European exports and manufacturing.   
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GDP grew at a nearly 2% annual rate in the first quarter, arresting 
concerns of a “double dip” in economic growth. Production 
industries and services were strong. However, construction was 
very weak, contracting at nearly a 20% annual pace – the steepest 
decline since early 2009.

Purchasing managers data suggest that the UK economy will not 
re-enter a recession over the course of the summer. However, 
subdued growth is expected. Headwinds include weak home prices, 
stagnant wage growth, and low job gains. Manufacturing is an offset 
to these pockets of weakness. In addition, monetary policy remains 
stimulative.
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As Eric alluded to in his European review, tighter 
monetary policy is a consistent theme across many 
emerging economies, the result of strong growth in 
credit and economic growth and rapidly accelerating 
inflation. Some are further exposed to speculative 
bubbles (e.g., China real estate) and the risk for dislo-
cating shifts in the economic landscape.

However, there is hope. However unpleasant, rising 
interest rates, reduced fiscal stimulus not needed in 
booming economies, and stronger currencies – now, 
even in China! – may have sown the seeds for a  
slowdown in economic growth to more sustainable 
levels. In the short term this is leading to concerns 
about equity market performance in emerging 
markets, as it should. But this is a typical stage in the 
normal cycle of modern economies, and, we believe,  
a healthy event.
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The opinions in this newsletter are for general information 
only and are not intended to give specific recommendations 
or advice. Certain information contained herein has been 
compiled from independent third party sources believed to be 
reliable. Hamilton Capital Management makes no representa-
tion about the accuracy, completeness or timeliness of the 
information contained herein or its appropriateness for any 
given situation.

THE HCM ADVANTAGE

The largest investors often have the benefit 

of sophisticated internal investment depart-

ments led by a qualified Chief Investment 

Officer to design and manage their invest-

ment portfolios. 

Unfortunately, most investors can’t main-

tain an internal team of that caliber. But if 

having an external investment team of that 

sophistication is something you could gain 

from, then we’re here to serve.   

We function in a fiduciary capacity as 

an external Chief Investment Officer for 

our clients. Our structure is similar to the 

investment departments of large, sophisti-

cated institutional investors, and our team 

has extensive global investment experience. 

In fact, several of our team members have 

received national recognition for their abilities  

and accomplishments.

Each day, we diligently apply our disciplined 

investment process to the design and  

continuous, forward-looking supervision  

of your portfolio. Our goal: To build a  

complete investment solution for you.
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