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Economic Week in Review: Nation feels pinch at the pump 

Vanguard 5/13- Steep gasoline prices impacted key indicators this week as major sectors of the economy felt the 
squeeze of high fuel costs. Prices paid by producers and consumers rose at their fastest 12-month clip in more than 
two years while retailers also endured the impact of high energy costs. Economists are thus keeping a sharp eye on 
inflation, though upward pressure shows some signs of easing. For the week ended May 13, the S&P 500 Index fell 
0.2% to 1,338 (for a year-to-date total return—including price change plus dividends—of about 7.1%). The yield of 
the 10-year U.S. Treasury note fell 1 basis point to 3.18% (for a year-to-date drop of 12 basis points). 

Import and Export Prices -April 

Barclays 5/10 - Import prices rose 2.2% in April. The rise was broad based - petroleum prices were up 7.2% and 
non-petroleum prices 0.6%. Within this, there were gains in industrial supplies (5.0%), food and beverages 
(1.8%), consumer goods (0.4%) and capital goods (0.1%). On a y/y basis, headline import price inflation was up 
to 11.1%, ex-petroleum 4.3%. Some further upward pressure on core import price inflation is likely in the coming 
months, reflecting the weakening in the 
dollar and signs of domestic inflation 
pressures in emerging markets. 
Econoday 5/10 - Export prices rose a heavy 
1.1% in the month for a year-on-year rate at 
plus 9.6%.  
The rise in prices for consumer goods reflect, 
to a degree, pass through of high energy 
prices. Import prices for petroleum rose 
another 7.2% in April for a year-on-year rate 
of plus 37%. High food prices are also a 
factor, up 0.6% on the export side for 
agricultural products for a year-on-year rate 
of plus 35%. 

Wholesale Inventories - March 

Barclays 5/10 - Wholesale inventories rose 1.1% in March. Inventories of durable goods rose 0.4%, despite 
declines in autos (-0.5%) and computers (-3.9%), and nondurable inventories were up 2.0%. Sales in the 
wholesale sector rebounded strongly, up 2.9%; this was also broadly spread between durables (2.3%) and 
nondurables (3.4%). Inventories excluding autos (which feeds directly into the GDP estimate) rose 1.3%.  
Econoday 5/10 - Inventory build is strong but not accelerating. Looking at the first quarter, the inventory build for 
the wholesale sector was strong but a little less so than the build in the manufacturing sector. The retail sector is 
dragging on growth, showing a draw at least through February. The pace of the current inventory build is a plus 
for job growth but doesn't point to acceleration. 

NFIB Small Business Optimism Index – April  

Barclays 5/10 - The National Federation of Independent Business small business optimism index decreased to 
91.2 in April, the second monthly decline since the recent high of 94.5 in February. The slight decline was fairly 
broad-based. The outlook for the economy from small businesses deteriorated slightly with the net percent of 
firms expecting the economy to improve down to -8%. Furthermore, the percent of firms with one or more job 
openings edged lower to 14%. Within the supply of job openings, more firms cited that they faced difficulty in 
finding workers - the percent of businesses with few or no qualified applicants for job openings up to 32%. 
Expected business spending for capital equipment also worsened; the net percent of firms planning capital 
expenditures in the next 3 to 6 months decreased to 21%. Signs of inflation pressures continued to mount, with 
the percent of firms raising average selling prices climbing to 12%, the fourth consecutive increase and the 
highest reading in the series since October 2008.  
Regarding issues faced by small businesses, the largest percentage of respondents continued to report poor 
sales as their single most important problem (25%), but this has trended lower over the past few months since its 
recent high of 33% in December 2010. However, more firms have reported that government requirements (17%) 
and inflation (8%) have become their biggest challenge. 
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MBA Mortgage Index – Week ending May 6 

Econoday 5/11 - Falling rates are giving a boost to mortgage applications according to the Mortgage Bankers 
Association whose composite index jumped 8.2%. Mortgage applications rose for both purchases, up 6.7%, and 
refinancing, up 9.0%. The purchase index has gained about 1/2% over the past four weeks which points to badly 
needed improvement for home sales. Thirty-year mortgage rates, at 4.67% in the latest week, have fallen more 
than 30 basis points over the past month. 

International Trade - March 

Vanguard 5/13 - The U.S. trade deficit jumped to $48.2 billion in March, as the spike in oil prices overshadowed 
the nation's highest export levels since their 2008 peak. Exports increased to $172.7 billion on a weaker dollar 
and growth in developing countries. 
U.S. companies exported more autos, chemicals, and agricultural goods, and the trade deficit with China 
dropped to $18.1 billion. But oil imports soared 18%, as the average price for a barrel of crude oil was $93.76. 
Econoday 5/11 - The direction of the 
trade gap was not a surprise but the 
impact of higher oil prices was more than 
expected. However, the good news is that 
exports are back up and sharply. Export 
gains were broad based, likely benefiting 
from a soft dollar and moderately healthy 
economic growth overseas. However, the 
growing oil gap is a drain on U.S. 
consumers, businesses, and the 
economy. And the slippage in imports of 
consumer goods indicates that 
businesses may be notching down their 
forecasts for economic growth the remainder of this year. 

Treasury Budget - April 

Econoday 5/11 - The government's deficit widened by $40.5 B in April, in the middle of expectations for a fiscal 
year-on-year increase of 8.8%. The good news is on the income side, up 9.2% on strength in individual tax 
receipts. The bad news is the spending side, which is up 8.8% on a sharp rise in net interest expense.  

Unemployment Insurance Weekly Claims Report – week ended May 7 

Press Release 5/12 (excerpt) - In the week ending May 7, the advance figure for seasonally adjusted initial 
claims was 434,000, a decrease of 44,000 from the previous week's revised figure of 478,000. The 4-week 
moving average was 436,750, an increase of 4,500 from the previous week's revised average of 432,250. 
The advance seasonally adjusted insured unemployment rate was 3.0% for the week ending April 30, 
unchanged from the prior week's unrevised rate of 3.0%. 
The advance number for seasonally adjusted insured unemployment during the week ending April 30 was 
3,756,000, an increase of 5,000 from the preceding week's revised level of 3,751,000. The 4-week moving 
average was 3,718,500, an increase of 13,250 from the preceding week's revised average of 3,705,250.  

         WEEK ENDING May 7 April 30 Change April 23 Prior Year
Initial Claims (Seasonally Adj) 434,000 478,000 -44,000 431,000 455,000 

4-Wk Moving Average (SA) 436,750 432,250 4,500 409,000 460,250 

Barclays 5/12 - The Labor Department noted that claims were higher in Alabama due to recent storms in that 
area, but said that the figures contained little in the way of other weather effects. The trend in initial claims data 
and what it reveals about the health of the labor market continues to be clouded by seasonal-related volatility.  
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Producer Price Index (PPI) - April 

Vanguard 5/13 - The Producer Price Index, which measures price changes before they hit consumers, rose 0.8% 
in April. The Labor Department report said the latest increase pushed producer costs 6.8% higher over the last 
12 months, the largest gain in almost three years, owing to increased demand for commodities and higher gas 
prices. 
Econoday 5/12 - Producer price inflation at the headline level continues to run hot while the core is more 
moderate. At the core level, PPI growth held steady at 0.3%. Upward pressure at the core was led by passenger 
cars and light trucks which gained 0.5% and 0.6%, respectively. The year-ago the headline PPI was up 6.8% 
while the core was up 2.1%. Today's report is likely making Fed officials a bit nervous about statements that they 
expect inflation to ease later this year. 

Retail Sales - April 

Vanguard 5/13 - Retail sales rose at the slowest pace in nine months at 0.5%. The increase was down from 
0.9% in March, reflecting sales of higher-priced gasoline but stalled spending across the broader economy. 
Analysts suggested that flat wages caused by the weak labor market also may be restraining spending. 
However, sales are more than 7% higher than a year ago. 
Barclays 5/12 - Sales fell in several categories, including furniture and electronics, health and personal care, and 
sporting goods stores. April suggests a slightly softer-than-expected start to consumer spending in Q2.  
Econoday 5/12 - Today's report suggests that consumer spending remains relatively healthy despite higher 
gasoline prices. Despite a soft number for ex-autos/ex-gasoline sales, the level of activity is still good taking into 
account upward revisions for March and three consecutive strong gains in the first quarter. There likely is some 
slowing in sales from the impact of higher gasoline prices, but at this point, the effect appears to be modest. 

Business Inventories - March 

Econoday 5/12 - A big jump in retail inventories for March pushed the first-quarter rate of inventory build to 2.7%. 
Retail inventories jumped 0.9% in March. The build in business inventories is lagging business sales, indicated 
by the stock-to-sales ratio which fell to a record low of 1.23. This indicates that inventories are too low. But rising 
sales point ahead to rising production, rising inventory build, and rising employment as well. 
Vanguard 5/13 - Analysts said businesses may be increasing previously lean inventories to meet a higher 
demand in sales. 

Consumer Price Index (CPI) - April 

Vanguard 5/13 - Consumers paid the price for high gas and food costs as the CPI was up 0.4% in April, though it 
increased at a slower pace than in the prior two months. Consumer prices now are up 3.2% over the past 12 
months, the highest 12-month gain since October 2008. Higher costs for cars, clothing, and medical care also 
pushed up the index. Analysts said that despite higher costs, retailers are reluctant to raise prices as shoppers 
remain wary of spending their discretionary income. 
Econoday 5/13 - Consumer price inflation remains on two tracks with headline CPI red hot and ‘core’ more 
subdued. Excluding food and energy, the (core) CPI gained 0.2%.  Gasoline jumped 3.3%. Food prices 
increased 0.4% in April.  
Consumers are dealing with very strong price hikes eating into the monthly budget but modest relief may be 
coming as crude oil prices have retreated somewhat in recent days.  

Univ. of Michigan Consumer Sentiment Index – May (preliminary) 

Barclays 5/13 - The index of consumer sentiment increased to 72.4 in the May preliminary survey. The rise in the 
headline was driven entirely by an increase in the expectations component to 67.4. The index of current 
conditions, edged lower, to 80.2. Much of the improvement in expectations was labor related. 31% of 
respondents mentioned hearing about rising employment, the highest reading since 1983. Furthermore, more 
households expected declines in the unemployment rate than increases. Nonetheless, the expectations 
component remains below its recent high of 77.5 in February.  
Econoday 5/13 – Pessimism is easing as the consumer sentiment index rises more than 2-1/2 points for its best 
reading in two months. Details show separation between a jump in expectations, the report's leading and most 
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important component, and a small decline in current conditions. Inflation expectations are also slightly mixed 
showing a moderate downtick in the one-year outlook against a small uptick in the five-year outlook. 
Gas prices are a major factor in the consumer's assessment of conditions and the decline underway in oil is a 
plus for both inflation expectations and general sentiment. This report is good news though signals are slightly 
mixed and the level of the index is still well under the 75-plus average of February to December. 

Goldman Sachs Revises their GDP Forecast 

Goldman Sachs 5/8 - On Friday, we marked down our GDP forecasts for the rest of 2011 and 2012 to the 3%-
3½% range and raised our core inflation forecasts to 1.3%. The implications for Fed policy are broadly offsetting, 
and our call for no rate hikes until early 2013 continues to be our biggest disagreement with the consensus. 
The commodity, and especially oil story, remains the most important risk to the US economy. The current 4½%-
5% growth rate of the global economy implies growth of oil demand at a rate of about 2 million barrels per day 
each year, but production capacity is growing at only 1 million barrels per day. This implies diminishing spare 
capacity, upward pressure on oil prices, and continued risk of spikes until: 1) the growth rate of supply picks up, 
2) the pace of efficiency gains improves, or 3) global economic growth slows down. If the market needs to be 
rebalanced via slower growth, the US is likely to be disproportionately affected given its higher oil intensity. 

GSE-Related: Fannie Mae 

Barclays 5/8 - Fannie Mae reported a net loss of $6.5bn for Q1 2011, before paying $2.2bn in preferred 
dividends to the Treasury. Credit loss provisions were $10.6bn in 1Q, up sharply from $4.8bn in 4Q10. FNM cited 
declining home prices, increasing charge-offs, and longer periods of borrower delinquency as factors causing the 
increase. FNM also reported difficulties in liquidating its REO inventory, which led to an increase in loss 
severities to 36% in 1Q.  
Offsetting the worsening in credit-related expenses were improvements in income and MTM items. Net interest 
income grew to $5.0bn in 1Q11. FNM cited lower debt funding costs as the main factor boosting this.  

The Economic Week Ahead: May 16 – May 20, 2011 

Vanguard 5/13 – Reports on new residential construction and industrial production are due on Tuesday, followed by 
minutes of the Federal Open Market Committee on Wednesday. Thursday wraps up the week with reports on 
existing-home sales along with leading indicators from the Conference Board. 
 
This Week’s U.S. Economic Calendar       Source: Briefing.com 

Date ET Release For Briefing.com Consensus Prior 

May 16 08:30 Empire Manufacturing May 17 18 21.7 

May 17 08:30 Housing Starts Apr 530K 565K 549K 

May 17 08:30 Building Permits Apr 570K 590K 594K 

May 17 09:15 Industrial Production Apr 0.4% 0.5% 0.8% 

May 17 09:15 Capacity Utilization Apr 77.5% 77.7% 77.4% 

May 19 08:30 Initial Claims 05/14   NA 

May 19 08:30 Continuing Claims 05/14 400K 420K NA 

May 19 10:00 Existing Home Sales Apr 3700K 3713K 5.10M 

May 19 10:00 Philadelphia Fed May 5.40M 5.22M 18.5 

May 19 10:00 Leading Indicators Apr 15 17.5 0.4% 
 


