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Economic Week In Review: A Wintry Mix 

Vanguard 1/21 - The light slate of economic news this week focused on the housing market, where snow or rain 
across much of the United States put a damper on new-home construction. On the bright side, existing-home 
sales grew at their fastest month-over-month rate ever (although the trend remains well below housing-boom 
highs) and the index of leading economic indicators rose again

AFP 1/24 - The existing home sales market enjoyed its best month since May. This was a key highlight of a week 
of economic data that featured an abundance of housing statistics. In addition, an index that summarizes overall 
business conditions suggested that U.S. economy appears to be gaining momentum while another data series 
showed continued progress on the labor front. 

. In international news, President Obama hosted 
China's President Hu Jintao for an official state visit to Washington, D.C., to discuss cooperation on a variety of 
issues. For the week ended January 21, the S&P 500 Index fell 0.8% to 1,283 (year-to-date total return of about 
2.1%). The yield of the 10-year U.S. Treasury note rose 9 bps to 3.44% (for a year-to-date increase of 11 bps). 

Index of Leading Economic Indicators - December 

Vanguard 1/21 - Signaling a green light for expansion of the U.S. economy, the Conference Board's index of 
leading economic indicators rose a better-than-expected 1% in December

Vanguard economist Roger Aliaga-Díaz commented, "We clearly still see various risks to the outlook for 
recovery. However, 

. This was the sixth consecutive 
monthly increase in this gauge of the economic outlook for the next several months. Only two of the ten 
indicators slipped—supplier deliveries and manufacturers' new orders. Ataman Ozyildirim, an economist at The 
Conference Board, observed, "While the Leading Economic Index points to an economic expansion that is 
gaining further traction, its components still suggest the expansion path may be uneven." 

we also find reasons for cautious optimism

AFP 1/24 - 

 because the balance of risks has tilted toward 
firmer growth. For the first time since the start of the recession, Vanguard's proprietary leading economic 
indicators are signaling a positively skewed distribution for future U.S. job growth." 

The index increased for the 6th consecutive month

The December reading of The 
Conference Board Leading 
Economic Index has the group 
concluding that 

 leading the press release to state that ―the 
economy now has some wind in its sails. Six of the 10 index components made a positive contribution, led by the 
interest rate spread and building permits.  

the economy was 
―gaining further traction but that 
the recovery remained ―uneven

Housing Starts Stall - December 

. 
The index increased for the sixth 
straight month, growing 1.1 points 
to a seasonally adjusted reading of 
112.4 (2004 = 100). Over the past 
six months, the index has 
increased 3.3%. Six of ten 
components of the index positively 
grew during the month. The 
coincident index increased 0.2 to 
101.9 (+0.7% over the past six 
months) while the lagging index grew 0.3 to 108.4 (+1.3%). 

Vanguard 1/21 - New-home construction dipped more than 4%, to an annual rate of 529,000 units in December, 
unable to sustain the upward momentum gained in November (which was revised downward). Single-family 
homes were primarily responsible for the slump. With privately owned homebuilding generally falling since the 
springtime expiration of buyers' tax incentives, December's rate was about 8% below a year ago. For calendar-
year 2010, housing starts increased by about 6%—the first annual increase since 2005 but the second-lowest 
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number of units in about five decades. Still, a more than 16% jump in building permits may be a signal of higher 
activity levels to come
AFP1/24 - This was the fewest housing starts since October 2009. Starts fell -4.3% from November and were 
8.2% below December 2009 levels. Single-family home starts declined -9.0% in December while multi-family 
home starts jumped 18.0%. Starts fell sharply in the Midwest (-38.4%) and Northeast (-24.7%) but the South 
suffered a smaller (-2.0%) decline. Meanwhile, starts jumped 45.8% in the West. The number of permits issued 
surged 16.7% from November but was off 6.8% from a year earlier. While the number of housing completions 
increased 4.1% from November, they remained 22.2% below December 2009 levels. 

. 

Sales Of Existing Homes Climb - December 

Vanguard 1/21 - …December, the climate seemed hospitable for existing-home sales, which surged more than 
12%. All regions of the country posted double-digit increases

AFP 1/24 - This was the best month for existing home sales since June with a 12.0% gain from November. Sales 
grew in all four Census regions. The West and Northeast enjoyed the largest increases, up 16.7% and 13.0%, 
respectively. Sales grew 11.0% in the Midwest and 10.1% in the South. Even with the month-to-month gain, 
sales were 2.9% below the pace of a year earlier (with negative year-to-year comparables in all 4 Census 
regions). 

. Even so, December sales were about 3% below a 
year ago. Lawrence Yun, chief economist for the National Association of Realtors, noted, "The December pace is 
near the volume we're expecting for 2011, so the market is getting much closer to an adequate, sustainable 
level." 

Barclays 1/20 - Looking beyond the distortion in activity from government stimulus, the level of existing home 
sales matches those last seen in August 2007. Although there may be some give back in sales in the near term if 
the back up in mortgage rates observed in late December stifles purchase activity, we nevertheless expect the 
recent improvement in home sales to persist, helped by continued job and income growth, but constrained by 
tight credit standards.  

There was an 8.1 month supply of homes on the market, the fewest since April. The median price was 
$168,800, down 1.0% from a year earlier. 

Unemployment Insurance Weekly Claims Report (Initial Jobless Claims) – week ended Jan. 15 

Press Release 1/20 (excerpts) – In the week ending Jan. 15, the advance figure for seasonally adjusted initial 
claims was 404,000, a decrease of 37,000 from the previous week's revised figure of 441,000. The 4-week 
moving average was 411,750, a decrease of 4,000 from the previous week's revised average of 415,750. 
The advance seasonally adjusted insured unemployment rate was 3.1% for the week ending Jan. 8, unchanged 
from the prior week's unrevised rate of 3.1%. 
The advance number for seasonally adjusted insured unemployment during the week ending Jan. 8 was 
3,861,000, a decrease of 26,000 from the preceding week's revised level of 3,887,000. The 4-week moving 
average was 4,006,250, a decrease of 52,250 from the preceding week's revised average of 4,058,500.  

      WEEK ENDING Jan. 15 Jan. 8 Change Jan. 1 Prior Year 
Initial Claims (Seasonally Adj) 404,000 441,000 -37,000 411,000 489,000 

4-Wk Moving Average (SA) 411,750 415,750 -4,000 411,250 467,250 

AFP 1/24 – Data on initial claims for unemployment benefits tend to be volatile during both the final and first 
weeks of the year. Nevertheless, it is becoming clearer that layoff activity has been slowing down in recent 
months

The Economic Week Ahead: Jan. 21 – Jan 28, 2011 

. 

Vanguard 1/21 - A fuller slate of economic reports is on tap for release beginning on Tuesday with the 
Conference Board's index of consumer confidence, new-home sales and FOMC monetary policy on Wednesday, 
and durable-goods orders on Thursday. The week wraps up on Friday with the employment cost index and the 
first report on gross domestic product for the fourth quarter and all of 2010. 
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This Week’s U.S. Economic Calendar    Source: Briefing.com 

Date ET Release For Briefing.com Consensus Prior Revised From 

Jan 25 09:00 Case-Shiller 20-city Index Nov -1.0% -1.5% -0.80%  

Jan 25 10:00 Consumer Confidence Jan 53.5 53.5 52.5  

Jan 25 10:00 FHFA Housing Price Index Nov NA NA 0.7%  

Jan 26 07:00 MBA Mortgage Purchase Index 01/21 NA NA +5%  

Jan 26 10:00 New Home Sales Dec 280K 300K 290K  

Jan 26 14:15 FOMC Rate Decision Jan 0.25% 0.25% 0.25%  

Jan 27 08:30 Initial Claims 01/22 400K 410K 404K  

Jan 27 08:30 Continuing Claims 01/22 3800K 3835K 3861K  

Jan 27 08:30 Durable Goods Orders Dec 1.5% 1.5% -0.3% -1.3% 

Jan 28 08:30 GDP-Adv. Q4 3.4% 3.7% 2.6%  

Jan 28 08:30 Employment Cost Index Q4 0.4% 0.4% 0.4%  

Jan 28 09:55 Michigan Sentiment - Final Jan 73.5 73.2 72.7  

 

FFCB Weekly Debt Issuance Activity
Week 
Ended 
Date

Discount 
Notes 

$million

New Bonds 
$millions

Issue 
Count

Called 
Bonds Par 
$millions

Issue Count

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            
21-Jan 5,670      872         13     1,185     6             

 

GSE Reform Notes: Fannie & Freddie 

Dow Jones 1/20 - A key U.S. lawmaker said Thursday he plans reintroduce legislation to wind down mortgage giants Fannie Mae 
(FMNA) and Freddie Mac within five years but is willing to consider adjusting that timetable.  

Rep. Jeb Hensarling, (R., Texas), the House's fourth-highest ranking Republican, said he is working on legislation that would 
eliminate the two government-controlled mortgage giants, which have cost taxpayers about $134 billion since they were placed in a 
federal conservatorship in September 2008.  

A bill introduced by Hensarling last year would have started cutting the government's ties to the mortgage giants or begin winding 
them down in two years. If they were deemed financially viable, they would become fully private within five years. Hensarling's 
approach creates no new government structures to replace Fannie and Freddie, relying instead on the private market.  

Hensarling's remarks came at an event on Capitol Hill held by the American Enterprise Institute, a conservative think tank. The AEI 
is trying to slam the brakes on any effort to replace Fannie Mae and Freddie Mac with new private companies that could issue 
government-guaranteed mortgage securities.  

In a paper released Thursday, AEI scholars argue that any system created with guarantees is bound to fail because the government 
won't charge for insurance protection properly

http://www.aei.org/docLib/HousingFinance.pdf

. The study challenges a series of white papers by industry groups and other 
academics that have called for the government to issue mortgage-backed securities with an explicit guarantee, requiring banks to 
pay for that insurance protection.  
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