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Economic Week In Review: Economy Gains Momentum 

Vanguard 1/14 - A variety of reports—from retail sales to industrial production—pointed to strengthening 
economic growth this week as consumer and producer prices continued an upward move

AFP 1/17 - Three measures of inflation released last week by the Bureau of Labor Statistics showed core prices 
remained well in check in December. 

. For the week ended 
January 14, the S&P 500 Index rose 1.7% to 1,293.24. The yield of the 10-year U.S. Treasury note increased 1 
basis point to 3.35%. 

The lone exception was for energy products, particularly gasoline. The 
broadest measure of consumer spending released so far for December showed that spending continued to build 
momentum during the final month of 2010, even if the increase was not as large has had been estimated during 
the days following Christmas. The final month of 2010 also had manufacturing activity expanding further, with 
factory utilization at its highest levels in years

Fed Beige Book: Good News On Everything But Real Estate 

. 

Vanguard 1/14 - Economic activity continued to improve at year-end 2010, according to the Fed's January Beige 
Book. While the report noted generally positive signs in retailing, service industries, and manufacturing, 
commercial and residential real estate lagged behind
Notably, the Fed reported that "labor markets appeared to be firming somewhat" in most districts. The survey 
also noted that companies are 

. 

paying more for materials including oil, food products, steel, textiles and 
chemicals. However, they have yet to pass these price increases along to consumers
AFP 1/17 - “Reports from the twelve Federal Reserve Districts suggest that economic activity continued to 
expand moderately from November through December.” This was the first sentence of the latest Beige Book, a 
summary of information collected by the (12) Federal Reserve regional banks. Among the strongest sectors were 
manufacturing, retail and non-financial services while 

. 

both financial services and real estate continued to lag

Barclays 1/12 – Beige Book Highlights 

. 
Most of the District Banks reported that their business contacts “were positive” about future business conditions 
although they also were “generally cautious.” Fed Banks in St. Louis, Minneapolis, Kansas City and San 
Francisco indicated that companies in their districts had “planned increased in hiring” in 2011. 

• Manufacturing continued to expand in all 12 districts, with Richmond and Chicago citing especially strong 
orders, particularly for autos. A few districts noted concerns about rising input prices but none made 
mention of fears of a “double-dip” as had been the case during the summer. 

• Retailers in all districts reported a stronger holiday season in 2010 compared with 2009. Auto sales were 
reported us up or steady in eight of the 12 districts. 

• Housing activity and commercial real estate were characterized as weak and sluggish with most districts 
saw little change since the previous report. Some districts reported that high inventories of unsold homes 
continue to be a drag on new residential construction and home prices. In a similar fashion, high vacancy 
rates were reported as limiting nonresidential construction activity. 

• Reports on the labor market were slightly more upbeat than previously. Employment growth was seen to 
be “firming somewhat” in general. Most districts reported modest hiring beyond that needed for 
replacement and three districts (Boston, Cleveland, and Chicago) noted “selected skill shortages in some 
sectors”. 

• Most districts noted signs of rising costs, particularly for food, energy and metals, but with only “modest” 
pass-through to consumer prices or wages.  

• Finally, there were mixed reports on banking conditions but generally more upbeat reports on lending 
activity across most districts. 

Inflation, CPI & PPI – December: Producer And Consumer Prices Rising 

Vanguard 1/14 - Rising prices for fuel and food pushed producer prices for finished goods up 1.1% in December, 
above consensus. This is the first time that a monthly increase in the producer price index (PPI) surpassed 1% 
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since January 2010. Producer prices for finished goods have risen about 4% since December 2009. Excluding 
prices for food and energy, prices for finished goods rose only slightly, however. 
 
The consumer price index (CPI) increased 0.5% in December, the strongest rise in more than a year. Excluding 
food and energy, the (core) CPI rose only 0.1%
AFP 1/17 – CPI: This was the largest increase in consumer prices in nearly a year and a half. 

, the same as in November. 
The culprit was the 

4.6% jump in energy prices

Barclays 1/14 – CPI: We believe that the core CPI troughed on a %y/y basis in October and will gradually rise 
during 2011. All in all, today's report supports our view that 

, themselves boosted by an 8.5% surge in gasoline prices. The food index rose a 
modest 0.1%. Less food and energy, core prices grew a very modest 0.1%. Prices of core commodities were 
unchanged while those of core services inched up 0.1%. During 2010, CPI grew 1.5% while the index for energy 
shot up 7.7% and the food index grew 1.5%. Core consumer prices increased 0.8%, the smallest increase in the 
history of the index. 

the period of disinflation in core CPI has run its 
course

AFP 1/17 – PPI: 3/4ths of the increase in finished goods prices was attributable to the 3.7% jump in energy 
prices. Prices of consumer foods rose 0.8%. Net of both energy and food, core prices grew 0.2% during the 
month. At earlier stages of processing, PPI of intermediate goods increased 1.0% as prices of intermediate 
energy goods rose 3.1%. Prices of core intermediate goods advanced 0.4%. Crude goods prices jumped 4.0%; 
the increase for core crude goods was 3.1%. Over the past 12 months, prices of finished goods rose 4.0% while 
that of intermediate goods grew 6.5%. Prices of crude goods have surged 15.5% since December 2009. 

. The heavily weighted shelter component has risen for three consecutive months and will likely continue 
to underpin small gains in core services prices. Meanwhile, declines in some core goods components, such as 
autos, should continue to ease as the economic recovery gains momentum.  

Barclays 1/14 – PPI: All in all, today's report is consistent with a picture of gradually building pipeline price 
pressures across most consumer-related sectors and particularly food

Trade Balance – November: Trade Deficit Narrows Unexpectedly 

. This supports our view that the period of 
disinflation in consumer prices has come to an end.  

Vanguard 1/14 - The U.S. trade deficit, which analysts had expected to widen in November, actually narrowed 
slightly to $38.3 billion

Retail Sales - December: 6th Sales Gain in A Row 

. Since June 2010, the trade deficit has shrunk by nearly a quarter. However, analysts 
believe this trend is unlikely to persist because the U.S. recovery is growing stronger, which typically leads to a 
rise in imports. 

Vanguard 1/14 - For all of 2010, retail sales rose 6.6% over 2009

Industrial Production Improves 

. U.S. retail sales rose 0.6% in December, 
marking the sixth straight monthly increase (albeit one that was smaller than expected), as consumers bought 
more goods from online retailers, drug stores, and building-supply companies. Excluding the volatile automotive 
sector, retail sales rose 0.5%. For the fourth quarter, the only segments that didn't experience sales gains were 
furniture and electronics and appliance stores, all stemming from the lack of home sales throughout the year. 

Vanguard 1/14 - Industrial production—the output of factories, mines, and utilities—rose 0.8% in December, 
more than forecast. November's figures were revised to reflect a 0.3% gain. Manufacturing and mining each 
edged up 0.4%, while utility output climbed 4.3%, thanks to especially cold weather. Excluding motor vehicles, 
manufacturing increased 0.5%. High-tech equipment drove manufacturing gains. 
Press Release 1/14 (excerpts) - At 94.9% of its 2007 average, total industrial production in December was 5.9% 
above its level of a year earlier. The capacity utilization rate for total industry rose to 76.0%

Business Inventories Slowly Rise 

, a rate 4.6 
percentage points below its average from 1972 to 2009.  

Vanguard 1/14 - Business inventories rose 0.2% in November, slower than in recent months and below 
expectations. Total business sales advanced 1.2%, and retail sales climbed 0.9%. Retail inventories were even 
from the previous month despite a 0.8% decline in retail auto inventories. Clothing stores and auto dealers shed 
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inventory, while furniture and building-material stores had gains. The inventory-to-sales ratio, a measure of how 
long it would take to deplete current levels of inventory at current levels of demand, dropped slightly. 
 
 

Unemployment Insurance Weekly Claims Report (Initial Jobless Claims) – week ended Jan. 8 

Press Release 1/13 (excerpts) – In the week ending Jan. 8, the advance figure for seasonally adjusted initial 
claims was 445,000, an increase of 35,000

The advance seasonally adjusted insured unemployment rate was 3.1% for the week ending Jan. 1, a decrease 
of 0.2 percentage point from the prior week's unrevised rate of 3.3%. 

 from the previous week's revised figure of 410,000. The 4-week 
moving average was 416,500, an increase of 5,500 from the previous week's revised average of 411,000. 

The advance number for seasonally adjusted insured unemployment during the week ending Jan. 1 was 
3,879,000, a decrease of 248,000 from the preceding week's revised level of 4,127,000. The 4-week moving 
average was 4,056,500, a decrease of 72,000 from the preceding week's revised average of 4,128,500.  
  

     WEEK ENDING Jan. 8 Jan. 1 Change Dec. 25 Prior Year 
Initial Claims (Seasonally Adj) 445,000 410,000 +35,000 391,000 470,000 

4-Wk Moving Average (SA) 416,500 411,000 +5,500 414,250 462,250 

Econoday 1/13 - The Labor Department believes the week's surge reflects administrative backlog built up during 
the shortened weeks of the holidays. They also note that many claimants postponed filing until the New Year, a 
move that will increase their benefits. One week's data is only one week's data and in this case very hazy data

The Economic Week Ahead: Jan. 17 – Jan 21, 2011 

. 
Nevertheless this report, however skewed, will awaken talk of unexpected deterioration in the jobs market.  

Vanguard 1/14 - Next week's releases include new residential construction (Wednesday) and existing-home 
sales and the Conference Board's leading indicators (Thursday). 
This Week’s U.S. Economic Calendar    Source: Briefing.com 

Date ET Release For Actual Briefing.com Consensus Prior Revised 

From 

Jan 18 08:30 Empire Manufacturing Jan 11.92 12.0 12.0 9.89 10.57 

Jan 19 08:30 Housing Starts Dec  565K 550K 555K  

Jan 19 08:30 Building Permits Dec  540K 560K 544K 530K 

Jan 20 08:30 Initial Claims 01/15  430K 425K 445K  

Jan 20 08:30 Continuing Claims 01/08  4000K 3900K 3879K  

Jan 20 10:00 Existing Home Sales Dec  4.85M 4.80M 4.68M  

Jan 20 10:00 Leading Indicators Dec  0.7% 0.6% 1.1%  

Jan 20 10:00 Philadelphia Fed Jan  21.0 20.0 20.8 24.3 
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FFCB Weekly Debt Issuance Activity
Week 
Ended 
Date

Discount 
Notes 

$million

New Bonds 
$millions

Issue 
Count

Called 
Bonds Par 
$millions

Issue Count

17-Dec 6,140$    2,167$    21     647$      6            
24-Dec 6,520      667         8       -         -         
31-Dec 12,345    563         7       -         -         

7-Jan 12,732    2,550      12     260        3            
14-Jan 5,045      2,007      9       370        5             
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