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Economic Week In Review: Trade Deficit Widens Sharply 

Vanguard 3/11 –   The markets took a late-winter slide on Thursday after the Commerce Department reported 
that the U.S. trade deficit had broadened well above estimates in January. China also showed a trade deficit, its 
first in nearly a year. Meanwhile, consumer credit, retail sales, and business inventories all showed healthy 
increases

Trade Deficit Jumps 15.1% 

. For the week ended March 11, the S&P 500 Index declined 1.3% to 1,304 (for a year-to-date total 
return—including price change plus dividends—of about 4.1%). The yield of the 10-year U.S. Treasury note 
decreased 9 basis points to 3.40% (for a year-to-date increase of 10 basis points). 

Vanguard 3/11 – The U.S. trade deficit expanded 15.1% to $46.3 billion in January, its highest level in seven 
months

China itself reported a surprise trade deficit in February, its first in 11 months. While exports in that country were 
up only 2.4% from a year ago, imports shot up 19.4%. Analysts believe that China's economic statistics in 
January and February are generally distorted by the Lunar New Year holiday—a time when Chinese exporters 
tend to take vacations and factories face seasonal shutdowns. 

 and considerably above analyst estimates. Imports rose 5.2%, about twice as fast as exports. While 
rising exports to Canada and Japan narrowed the U.S. deficit with those countries, a stark drop in exports to 
China caused a 12.5% widening in the U.S. trade deficit with that country. 

Econoday 3/10 - The U.S. trade deficit worsened sharply and oil had only a small role in it. But the detail in 
imports indicates it may be a response to healthy demand. Exports gained 2.7%, following a 2.0% boost the prior 
month. Imports posted a huge 5.2% increase after rising 2.6% in December. 
The expansion of the trade deficit was led by the nonpetroleum goods gap which grew to $32.0 billion from $27.0 
billion in December. The petroleum shortfall widened moderately to $26.7 billion from $25.5 billion the prior 
month. 
Looking at end use categories for goods, the jump in imports was led by a $4.4 billion spike in industrial supplies 
but only $1.7 billion came from oil imports. Notably, capital goods imports excluding autos jumped $2.1 billion 
while automotive imports increased $2.7 billion. The surge in these imports may be related to meeting expected 
demand and this actually would be a positive sign for forward momentum.  

Consumer Credit – January: Americans Using More Credit 

Vanguard 3/11 –  Consumers increased their borrowing by $5.0 billion in January, much more than analysts had 
predicted—signifying greater confidence in the economy

The Fed reported a $4.2 billion decline in revolving debt, which is mostly credit card debt. The measure fell at an 
annualized rate of 6.4% after increasing 3% in December 2010. 

. Borrowing for big-ticket items such as cars, college, 
and vacations increased $9.3 billion during the month after rising $2.1 billion in December. This marked the sixth 
straight monthly increase in non-revolving debt. 

Econoday 3/7 - Annually, total consumer credit is up 2.5% with non-revolving credit up 6.9% and revolving down 
6.4%, again the latter is a disappointment following December's annual percent gain of 3.0%. 

Retail Sales – February 

Vanguard 3/11 – Retail sales rose 1.0% in 
February—the strongest growth since October

The only major segments that haven't seen sales 
gains over the past year are furniture, 
electronics, and appliance and department 

. 
Overall sales were 8.9% above their year-ago 
level. Retail sales figures for both December and 
January were revised upward based on higher 
spending at building supply stores, restaurants, 
and clothing stores. 
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stores, likely due to the continued slowdown in the housing industry. 
Econoday 3/11 - The February boost in sales was led by a 2.3% jump in sales of motor vehicles & parts with 
gasoline sales up 1.4%. Nearly all other major components were quite robust

The weakest major category was the housing-depressed furniture & home furnishings, down a monthly 0.8%. 

. Other notably strong components 
were sporting goods, hobby, book & music stores, up 1.3%, and food services & drinking places, up 1.2%. The 
latter is especially encouraging as it is a very discretionary category. Even the price depressed electronics 
component made a 0.9% comeback.  

Overall retail sales on a year-ago basis in February rose to 8.9% from 8.1% the month before. Excluding motor 
vehicles, sales were up a year-ago 6.0%, compared to 6.4% in January.  
Despite price effects, the latest retail sales numbers reflect a strong showing by the consumer. The February 
numbers plus upward revisions will have economists revising their estimates for first quarter GDP but his time it 
will be upward.  

Wholesale Inventories – January 

Econoday 3/9 - Inventories are rising quickly but not as quickly as sales, the results of today's data on the 
wholesale sector as well as previously released data on the factory sector. Wholesale inventories rose 1.1% in 
January vs a 3.4% surge in wholesale sales, a mismatch that pulled the wholesale stock-to-sales ratio down two 
tenths to a 1.13 reading that indicates inventories are too low. 

Business Inventories Rise - January 

Vanguard 3/11 – Total business inventories rose for the 13th straight month in January, by 0.9%, in line with 
expectations. The long stretch of increases pushed stockpiles to $1.5 trillion in January—a level many 
economists feel is healthy for this stage of the recovery. Some of the increase is related to food and energy 
inflation, although these weren't significant during the month. 
Retail inventories increased 0.4% for the month, while manufacturers' inventories climbed 1.3% and wholesalers' 
inventories grew 1.1%. The retail increase was partially fueled by rising inventories at food and beverage stores, 
clothing stores, and suppliers of building materials and garden equipment. 
Econoday 3/11 - The need to build inventories is a big plus for employment yet the dampening effect of high oil 
prices, which may now be taking grip as evidenced by this morning's consumer sentiment report, may make 
businesses less eager to add to their payrolls. 

Unemployment Insurance Weekly Claims Report – week ended March 5 

Press Release 3/10 (excerpt) –. In the week ending March 5, the advance figure for seasonally adjusted initial 
claims was 397,000, an increase of 26,000 from the previous week's revised figure of 371,000. The 4-week 
moving average was 392,250, an increase of 3,000 from the previous week's revised average of 389,250. 
The advance seasonally adjusted insured unemployment rate was 3.0% for the week ending Feb. 26, 
unchanged from the prior week's unrevised rate of 3.0%. 
The advance number for seasonally adjusted insured unemployment during the week ending Feb.26 was 
3,771,000, a decrease of 20,000 from the preceding week's revised level of 3,791,000. The 4-week moving 
average was 3,833,250, a decrease of 34,750 from the preceding week's revised average of 3,868,000.  

         WEEK ENDING March 5 Feb. 26 Change Feb. 19 Prior Year 
Initial Claims (Seasonally Adj) 397,000 371,000 +26,000 388,000 451,000 

4-Wk Moving Average (SA) 392,250 389,250 +3,000 401,250 470,500 

Econoday 3/10 - A catch-up from the prior holiday week fed a 26,000 increase in initial jobless claims for the 
March 5 week to a higher-than-expected level of 397,000 (prior week revised 3,000 higher to 371,000). The gain 
follows two prior weeks of sharp decreases reflected in the four-week average which rose only slightly to 
392,250. A month-ago comparison still shows significant improvement of nearly 25,000. The Labor Department 
noted that a school break in New England, when bus drivers and other personnel are laid off, also increased 
claims. 
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Treasury Budget - February 

Econoday 3/10 - Five months into the 2011 fiscal year, the government's deficit stands at $641.3 billion. 
February's gap of $222.5 billion was slightly larger than the $220.9 billion gap in February last year. There are no 
special factors in the February data. 

Michigan Consumer Sentiment - March 

Econoday 3/11 - It's as if it finally dawned on consumers, during the first part of this month, that oil prices have 
been spiking and risk slowing the economy and raising inflation. The consumer sentiment report for mid-March is 
really very dramatic, showing a 68.2 composite index which compares with 77.5 for the full month of February 
but is down even further, perhaps a dozen points or more, compared to the recovery-best strength during the 
second half of February. The weakness is centered in the leading component, the expectations index which fell 
more than 13 points to 58.3. This points to increasing overall weakness in future readings. 
Inflation expectations spiked, up 1.2 percentage points to 4.6% one-year out. Five-year expectations, which 
usually show little volatility, rose a sharp three tenths to 3.2%. This report is so far the first alarm that trouble may 
in fact be down the road. Stocks are slipping following the results. 

The Economic Week Ahead: March 14 – March 18, 2011 

Vanguard 3/11 –  A plethora of releases will be out next week, including results of the Federal Open Market 
Committee meeting (Tuesday), the Producer Price Index and the residential construction spending report 
(Wednesday), and the Consumer Price Index, industrial production data, and the Conference Board's report on 
economic leading indicators (Friday). 
 
This Week’s U.S. Economic Calendar    Source: Briefing.com 

Date ET Release For Briefing.com Consensus Prior 

Mar 15 08:30 Export Prices ex-ag. Feb NA NA 0.9% 

Mar 15 08:30 Import Prices ex-oil Feb NA NA 0.8% 

Mar 15 14:15 FOMC Rate Decision Mar 0.25% 0.25% 0.25% 

Mar 16 08:30 Housing Starts Feb 545K 570K 596K 

Mar 16 08:30 Building Permits Feb 565K 573K 562K 

Mar 16 08:30 Producer Price Index (PPI) Feb 0.5% 0.6% 0.8% 

Mar 16 08:30 Core PPI Feb 0.2% 0.2% 0.5% 

Mar 17 08:30 Initial Claims 03/12 380K 387K 397K 

Mar 17 08:30 Continuing Claims 03/05 3750K 3750K 3771K 

Mar 17 08:30 Consumer Price Index (CPI) Feb 0.3% 0.4% 0.4% 

Mar 17 08:30 Core CPI Feb 0.1% 0.1% 0.2% 

Mar 17 09:15 Industrial Production Feb 0.5% 0.6% -0.1% 

Mar 17 09:15 Capacity Utilization Feb 76.5% 76.5% 76.10% 

Mar 17 10:00 Leading Indicators Feb 1.0% 0.9% 0.1% 
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