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Wages of All U.S. Workers on Payrolls Surge 7.5% Y-o-Y Last Three Weeks and 

Two Days.  Apathy on BEA and BLS Data Problems Suggests Wall Street 

Economists and Market Strategists Unwilling to Question How They View U.S. 

Economy.  
   
Based on income tax withholdings data in the Daily Treasury Statement, the wages of all 
U.S. workers on payrolls jumped 7.5% year-over-year during the past three weeks and 
two days (Friday, May 11 through Monday, June 4), which surround both May 15 and 
June 1.  This growth rate is nearly equal to the 7.7% year-over-year growth rate in Q1 
2007.  Is it any wonder the Fed is not worried about an economic slowdown?  
   
Unfortunately for the health of the U.S. economy, Wall Street prefers to use flawed, 
lagged data released by the Bureau of Economic Analysis (BEA) and the Bureau of 
Labor Statistics (BLS) rather than real-time information.  Six years ago, our favorite 
official Washington economist asked the U.S. Treasury to do what we proposed in our 
March letter to Treasury Secretary Henry Paulson, which was to use information 
provided on tax filings to generate real-time data on income and employment.  Our 
economist friend told us yesterday that he has not heard one comment from anyone about 
our going public in the Financial Times or on Forbes.com regarding problems with the 
BEA and BLS data.  
   
In our opinion, most supposedly sophisticated Wall Street economists and market 
strategists are either not smart or brave enough to question the quality of the initial data 
releases from the BEA and BLS.  
   
In any case, we did our duty.  We went on the record willing to give up our edge, but 
apparently no one other than our clients or our trial subscribers really wants it.  
   

Fund Flows Signal Higher Bond Yields Ahead: Bond Funds Post Huge Inflow of 

$2.5 Billion on Monday, Second-Highest Inflow So Far This Decade.  
   
Mutual fund investors continued to favor global equities and bonds over U.S. equities at 
the beginning of June.  Based on the funds we track daily, we estimate that U.S. equity 
funds posted an inflow of $1.4 billion on the first two trading days of June.  This inflow 
was far outpaced by the $2.5 billion that poured into global equity funds and the $3.2 
billion that flooded into bond funds.  The $2.5 billion inflow into bond funds on Monday 
was the second-highest daily inflow so far this decade.  Mutual fund investors are 
consistently poor market timers.  Such an extremely high inflow into bond funds--coming 
after bond funds posted inflows exceeding $13 billion for five consecutive months--
suggests 10-year Treasury yields will break 5% soon.  
   

Portfolio Managers Unenthusiastic about U.S. Stocks: U.S. Equity ETFs Redeem 

$371 Million Last Ten Trading Days.  
   
As we reported this past weekend, only 38% of the macro hedge fund managers surveyed 



by Greenwich Alternative Investments expect the S&P 500 to rise in June.  Our 
exchange-traded fund flow data also suggests that institutional investors are cautious.  
U.S. equity ETFs, which are traded mostly by portfolio managers, posted outflows each 
day from Thursday through Monday totaling $2.6 billion.  Flows have been choppy in 
recent days, but U.S. equity ETFs redeemed $371 million during the past ten trading 
days, which suggests portfolio managers do not believe the rally has legs.  
   

Liquidity Conditions This Year Nothing Like Liquidity Conditions in 2000.  

Companies Massive Net Buyers, While Mutual Fund Investors Favor Global Equity 

Funds and Bond Funds over U.S. Equity Funds.  
   
Those who are worried about the U.S. stock market topping out should rest easy.  Current 
liquidity conditions are absolutely nothing like they were in 2000, when the last bull 
market topped out.  
   
In 2000, corporate America was a net seller of $101 billion of its own shares, as we 
estimated it back then.  In other words, it sold $101 billion more through New Offerings 
and Insider Selling than it bought through New and Completed Cash Takeovers and New 
Stock Buybacks.  Meanwhile, mutual fund investors rushed to get fully invested before 
the bubble burst.  They poured $260 billion into U.S. equity funds, the highest annual 
inflow in history, while adding only $50 billion to global equity funds and pulling $50 
billion from bond funds.  
   
Liquidity conditions now are the exact opposite of what they were in 2000.  While 
corporate America was a net seller of $101 billion in 2000, it has been a net buyer of 
$396 billion so far in 2007.  Mutual fund investors are also acting much differently.  
While they heavily favored U.S. equity funds in 2000, U.S. equity funds have been the 
least popular major fund category so far this year.  While mutual fund investors have 
added $36 billion to U.S. equity funds year-to-date, they have poured $78 billion into 
global equity funds and $76 billion into bond funds.  
   
The bottom line is that companies have been buying at a record pace this year while 
mutual fund investors have put more than twice as much fresh cash to work in bond funds 
than U.S. equity funds.  This year’s liquidity flows are more consistent with what we 
would expect a market bottom than a market top.  
   

   



Announced Corporate Tops $20 Billion for Unprecedented Eighth Consecutive 

Week.  7 New Cash Takeovers for $11.2 Billion and 14 New Stock Buybacks for 

$12.7 Billion Announced Friday through Tuesday.  
   
Announced corporate buying (New Cash Takeovers and New Stock Buybacks) already 
totals $23.9 billion so far this week.  This week is the eighth consecutive week 
announced corporate buying has topped $20 billion, which has never happened before 
since we began tracking stock market liquidity in 1995.  
   
Lots of financial journalists are busy trying to call the end of the buyout boom.  It shows 
no sign of winding down yet, although it could slow from its recent record pace if 10-
year Treasury yields rise significantly past 5%.  Seven New Cash Takeovers for $11.2 
billion have been announced so far this week, including an investor group’s purchase of 
Avaya for $7.3 billion in cash announced on Tuesday.  In addition, 14 New Stock 
Buybacks for $12.7 billion were announced so far this week, including six buybacks for 
$391 million announced on Tuesday.  Since New Stock Buybacks have averaged $3.0 
billion daily in Q2 2007, we have little doubt that Actual Stock Buybacks are $2.5 billion 
daily, up slightly from $2.4 billion daily in Q1 2007.  
   

S&P 500 Companies Buy Back $958 Billion Last Ten Quarters, Equal to 7.5% of 

Market Cap of S&P 500.  Shrinking Supply of Shares Pushes Up Share Prices of 

Companies with High Institutional and Insider Ownership.  
   
According to Standard & Poor’s Senior Index Analyst Howard Silverblatt, S&P 500 
companies repurchased a staggering $958 billion during the previous ten quarters.  This 
amount is equal to 7.5% of the market cap of the S&P 500.  Mr. Silverblatt notes, “For 
some issues with high institutional or insider holdings, the lack of free and open shares is 
putting upward pressure on prices.”  
 

  
   
In addition, the dividend and buyback yield for the S&P 500 was equal to 5.3% in Q1 
2007, the sixth consecutive quarter it exceeded 5%.  Although the S&P 500 has climbed 
74% excluding dividends since the end of 2002, the dividend and buyback yield of the 
S&P 500 was 54% higher in Q1 2007 than it was in Q4 2002.  U.S. stock prices would be 
much higher if investors were more interested in claiming their piece of corporate 
America’s largesse.  A mere $130 million daily has flowed into U.S. equity funds since 



the beginning of 2005.  

   

  
   

New Offerings Unlikely to Hurt Market This Week: Dealogic Reports $2.1 Billion--

Including $900 Million in Convertibles--Scheduled to Price in U.S. on Tuesday and 

$2.0 Billion Scheduled to Price in U.S. Rest of Week.  
   
The new offering calendar will be much busier this week than it was during Memorial 
Day week, but it will be no match for corporate buying.  In addition to the $825 million 
priced on Friday and Monday, Dealogic reports that $2.1 billion--including $900 million 
in convertibles--is scheduled to price in the U.S. on Tuesday and $2.0 billion is scheduled 
to price in the U.S. later this week.  Even if more overnight deals materialize, we do not 
expect this week’s calendar to exceed $7 billion.  Until New Offerings consistently 
exceed $2 billion daily, they are not going to give the market much trouble. 

TRIMTABS' MARKET CAP 29-May-07 30-May-07 31-May-07 1-Jun-07 4-Jun-07 

Change ($ Billion)                35             173               26             144               47  

Level ($ Trillion)           21.25          21.43          21.45          21.60          21.64  

                

US L1 29-May-07 30-May-07 31-May-07 1-Jun-07 4-Jun-07 

Daily L1 ($ Million)         (11,298)       (11,304)       (10,713)       (12,216)        (1,366) 

New Announced Cash Takeovers          14,732          3,491          7,828             576          3,329  
Completed Cash Takeovers                  -                 61         21,290          2,014               -    
New Announced Buybacks             1,695         10,028             419         11,804             463  
New Announced Buybacks (Count)                  9                 8                 4                 3                 5  

New Offerings                  -               599          1,195               68             757  
Convertible New Offerings                  -                 -               115               -               627  

Net Insider Selling     218 473 826 575           559  

                

EQUITY MUTUAL FUNDS & ETFs 29-May-07 30-May-07 31-May-07 1-Jun-07 4-Jun-07 

US Flows  Mutual Fund              576          1,741             844             842             535  
  ETF           2,122          3,194            (515)        (1,779)           (297) 
International Flows  Mutual Fund              888             602          1,055          1,381          1,153  

  ETF                14               71            (266)            457             254  
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The data and analysis contained herein are provided "as is" and without warranty of any kind, either 
expressed or implied. TrimTabs Investment Research (TTIR) any affiliates or employees, or any third party 
data provider, shall not have any liability for any loss sustained by anyone who has relied on the 
information contained in any TTIR publication. All opinions expressed herein are subject to change without 
notice, and you should always obtain current information and perform due diligence before trading. TTIR 
accounts that TTIR  or its affiliated companies manage, or their respective shareholders, directors, officers 
and/or employees, may have long or short positions in the securities discussed herein and may purchase or 
sell such securities without notice. TTIR uses various methods to evaluate investments, which may, at 
times, produce contradictory recommendations with respect to the same securities. When evaluating the 
results of prior TTIR recommendations or TTIR performance rankings, one should also consider that TTIR 
may modify the methods it uses to evaluate investment opportunities from time to time. For this and for 
many other reasons, the performance of TTIR's past recommendations is not a guarantee of future results. 
The securities mentioned in this document may not be eligible for sale in some states or countries, nor be 
suitable for all types of investors; their value and income they produce may fluctuate and/or be adversely 
affected by exchange rates, interest rates or other factors.   TTIR has an investment management affiliate, 
TrimTabs Asset Management (TTAM) which actively invests in highly liquid ETF securities which are 
sometimes similar or identical to those tracked in the TTIR model portfolio and sometimes different.  The 
portfolio trades held by TTAM will not always be the same as those recommended by TTIR, primarily 
because the TTIR trade recommendations are updated weekly while TTAM portfolios are managed on a 
daily basis as conditions change.  Due to the highly liquid nature of ETF securities tracked by TTIR, 
TrimTabs does not believe there is the potential for conflicts of interest.  Further distribution prohibited 
without prior permission.  Copyright © 2007 TrimTabs Investment Research.  All rights reserved.  
 


