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Surprisingly Positive GDP Report Trumps “Mixed” Jobs Report
By Louis Navellier

The S&P 500 gained over 1% last week, reaching a new record high of 1709.67. The largest gain came on Thursday, August
1, reacting to a number of positive economic indicators, including a surprisingly strong (+1.7%) second quarter GDP. Even
though the Friday jobs report was disappointing in terms of new jobs (162,000), the jobless rate fell to 7.4% based on a lower
participation rate. Overall, this series of statistics indicates that the Fed will likely maintain its easy money policies for the
foreseeable future.

Stat of the Week: 1.7% Growth Last Quarter & +2.8% in 2012

In the first week of each month, the jobs report is usually my Stat of the Week, but the “flash” GDP report last Wednesday
trumps the jobs report, since it provided us with so many clues about where the economy has been and where it is headed.
Economists expected just 1% growth last quarter, but the Commerce Department announced that its preliminary estimate for
second quarter GDP was +1.7%, led by business investment and consumer spending (+1.8%) and a dramatic (13.4%)
improvement in housing investment.

The equally shocking news was that 2012 GDP growth was revised up to 2.8% from a previous reading of 2.2%. The
Commerce Department used a new methodology that adds research and development and other definitional changes, adding
a whopping $559.8 billion to the size of the U.S. economy last year.

Turning to 2013, the biggest surprise was that first quarter GDP growth was revised substantially lower to an annual rate of
1.1%, down from the previous estimate of 1.8%. For the first half of 2013, that means we’re looking at very slow (+1.4%)
GDP growth – half of the revised 2.8% growth rate for all of 2012.

On Friday, the Labor Department reported that 162,000 payroll jobs were created in July, well below the economists’
consensus estimate of 183,000. Further tainting the July payroll report is that May and June payrolls were revised down by
26,000. The workforce participation rate declined to 63.4%, a 34-year low. Due to this shrinking labor force, the July
unemployment rate fell to 7.4%, down from 7.6% in June.

The broader U-6 unemployment rate declined to 14% in July, down from 14.3% in June, signaling that the number of
part-time workers who are looking for more full-time work declined slightly. Interestingly, according to the U-6 household
survey, 77% of all new jobs created this year have been part-time jobs. Reflecting that trend, the average workweek declined
last month to an ultra-low 34.4 hours per week.

On Wednesday, ADP reported that 200,000 private payroll jobs were created in July, better than economists’ consensus
estimate of 185,000, but Friday’s job report should motivate the Fed to keep its money pump running, since the Fed’s
mandate is to keep pumping until unemployment declines to 6.5%.

Other Economic News is “Mixed” – Promoting More Fed Easing

The rest of the economic news last week was “mixed” enough to likely guarantee continued Fed easing.

On Tuesday, bad news came from the Conference Board, which announced that consumer confidence fell to 80.3 in July, down
from a revised 82.1 in June and well below economists’ consensus forecast of 81.1. But Tuesday also brought good news: The
Standard & Poor’s/Case-Shiller index of housing prices in 20 cities rose 2.4% in May and 12.2% in the past 12 months.
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On Thursday, the Commerce Department announced that construction spending unexpectedly fell 0.6% in June, the biggest
decline in five months. At the same time, however, May construction spending was revised up to a 1.3% gain, well above the
initial reading of 0.5%. In addition, the Institute of Supply Management (ISM) announced that its manufacturing index soared
to 55.4 in July, up from 50.9 in June, well above economists’ consensus estimate of 52. The production component soared
11.6 points to a nine-year high of 65. New orders rose 6.4 points to 58.3.

On Friday, in addition to the jobs report, the Commerce Department said that factory orders rose 1.5% in June, so
manufacturing activity is picking up. In particular, vehicle sales rose 15% this July vs. July 2012. Honda’s July sales rose
20.9%, while Mercedes, GM, Ford*, and Chrysler sales rose 18.5%, 16%, 11%, and 11%, respectively. Pickup sales are
unusually strong, up 51% vs. a year ago, which is good for profitability since trucks typically carry higher gross margins. Also
on Friday, the Commerce Department announced that consumer spending rose 0.5% in June.

There was also some good news overseas. On Thursday, China announced that its official Purchasing Managers Index (PMI)
rose to 50.3 in July, up from 50.1 in June. In Europe, German retail sales have increased 1.2% in the last year, and consumer
confidence in the euro-zone rose to 92.5 in July, up from 91.3 in June, reaching its highest level in 15 months, in the third
straight monthly rise. In addition, on Wednesday, Eurostat announced that euro-zone unemployment dropped to 10.9% in
June, down from 11% in May – the first decline in euro-zone unemployment since early 2011, clearly an encouraging sign.

The Escalating War over Bernanke’s Successor: Summers vs. Yellen

All of these indicators – especially the downgrade in first-quarter 2013 GDP – will give the Fed sufficient ammunition to keep
pumping more liquidity for the foreseeable future. In fact, the Fed’s statement on Wednesday, after their Federal Open Market
Committee (FOMC) meeting, changed its language to say that the U.S. economy was growing at a “modest” pace, down from
its previous assessment of “moderate” growth. In addition to this subtle word change, the FOMC said that the Fed “is prepared
to increase or reduce the pace” of its asset purchases. Translated from Fedspeak, the Fed left the impression that it will do
whatever it darn well pleases, subject to future economic data, and “sorry for any previous confusion.”

We can now assume that monetary easing will stay in place for the last six months of Ben Bernanke’s term, ending January
31, 2014. Wall Street is now handicapping the horse race for the next Chairmanship. The White House apparently favors the
political appointee former Treasury Secretary Larry Summers, but since Summers has a history of being rude and hard to deal
with, Congress has circulated a letter saying they would prefer Fed Vice Chairman Janet Yellen as Bernanke’s replacement.

Janet Yellen has a bigger fan club than Summers: A MarketWatch article last week cited her as the Fed’s most accurate
economic forecaster. Summers responded, saying he would likely continue the Fed’s current accommodative policy, including
its ongoing quantitative easing, since “he sees few harmful side effects” according to The Wall Street Journal. But in my
opinion, if Larry Summers becomes the next Fed Chairman, the Fed will become officially politicized and will lose much of its
independence.

Traditionally, the Fed Chairman and Treasury Secretary are independent, bi-partisan nominations, but after President Obama
nominated his Chief of Staff Jacob Lew as Treasury Secretary, it appears he is politicizing these important jobs. Since Jacob
Lew is leading the search for the next Fed Chairman, a political operative like Larry Summers has the edge, but both Yellen
and Summers are “doves” who will likely continue the Fed’s seemingly perpetual money pump, so you can expect continued
easing in 2014.

Marketmail gets updated on Fridays and whenever the DOW closes up or down 300 points or more.

None of the stock information, data and company information presented herein constitutes a recommendation by Navellier or a solicitation of any
offer to buy or sell any securities.

Information presented is general information that does not take into account your individual circumstances, financial situation, or needs, nor does it
present a personalized recommendation to you. Individual stocks presented may not be suitable for you.

Although information has been obtained from and is based upon sources Navellier believes to be reliable, we do not guarantee its accuracy and the
information may be incomplete or condensed. All opinions and estimates constitute Navellier's judgment as of the date of the report and are subject
to change without notice. This report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a
security.

Past performance is no indication of future results.

FEDERAL TAX ADVICE DISCLAIMER: As required by U.S. Treasury Regulations, you are informed that, to the extent this presentation includes any
federal tax advice, the presentation is not intended or written by Navellier to be used, and cannot be used, for the purpose of avoiding federal tax
penalties.

Navellier does not advise on any income tax requirements or issues. Use of any information presented by Navellier is for general information only and
does not represent tax advice either express or implied. You are encouraged to seek professional tax advice for income tax questions and
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assistance.

IMPORTANT NEWSLETTER DISCLOSURE: The performance results for investment newsletters that are authored or edited by Louis Navellier, including
Louis Navellier's Quantum Growth, Louis Navellier's Emerging Growth, Louis Navellier's Global Growth, and Louis Navellier's Blue Chip Growth, are
not based on any actual securities trading, portfolio, or accounts, and the newsletters reported performances should be considered mere "paper" or
proforma performance results. Navellier & Associates, Inc., does not have any relation to or affiliation with the owner of these newsletters. The owner
of the newsletters is InvestorPlace Media, LLC and any questions concerning the newsletters, including any newsletter advertising or performance
claims, should be referred to InvestorPlace Media, LLC at (800) 718-8289. Investors evaluating any of Navellier & Associates, Inc.'s, (or its affiliates')
Investment Products must not use any newsletter information, including newsletter performance figures, in their evaluation of any Navellier
Investment Products. Navellier Investment Products include the firm's mutual funds, managed accounts, and hedge funds. InvestorPlace Media, LLC
newsletters do not represent actual funded trades and are not actual funded portfolios. There are material differences between Navellier Investment
Products' portfolios and the InvestorPlace Media, LLC, newsletter portfolios. Newsletter portfolios (1) may contain stocks that are illiquid and difficult
to trade; (2) may contain stock holdings materially different from actual funded Navellier Investment Product portfolios; (3) do not include trading
costs, commissions, or management fees; and, (4) may not reflect prices obtained in an actual funded Navellier Investment Product portfolio. For
these and other reasons, the performances claimed by InvestorPlace Media, LLC newsletter portfolios do not reflect the performance results of
Navellier's actually funded and traded Investment Products. In most cases, Navellier's Investment Products have materially lower performance results
than what InvestorPlace Media, LLC newsletter portfolios claim to have. The InvestorPlace Media, LLC newsletters and advertising materials
typically contain performance claims that significantly overstate the performance results an investor may expect from any Navellier
Investment Product.

Navellier claims compliance with Global Investment Performance Standards (GIPS). To receive a complete list and descriptions of Navellier's
composites and/or a presentation that adheres to the GIPS standards, please contact Tim Hope at (800) 365-8471 or timh@navellier.com.
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