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Economic Week In Review: Jobs Report Sours Holiday Spirits 

Vanguard 12/3 - Unemployment in the United States remains stubbornly high, rising to 9.8% in November. The 
disappointing jobs report dampened the mood in what had been on balance a positive week in economic 
headlines, as consumer confidence rallied, manufacturing and services expanded, construction spending rose, 
and productivity improved. For the week ending December 3, the S&P 500 Index rose 3.0% to 1,225 (for a year-
to-date total return of about 11.9%). The yield of the 10-year U.S. Treasury note increased 16 basis points to 
3.03% (for a year-to-date decrease of 82 basis points). 

Non-Farm Payrolls – November: "Jobless" Recovery Continues 

Vanguard 12/3 - The U.S. jobless rate rose to 9.8% in November as payroll gains grew by only 39,000

According to Vanguard economist Roger Aliaga-Díaz, 

, well 
below economists' consensus forecast of 138,000. The news was particularly disappointing because the 
unemployment rate increase was due primarily to more workers losing their jobs last month, rather than more 
people looking for work. In addition, retail payrolls fell by 28,000 as the height of the holiday shopping season 
started. 

the news is disappointing and inconsistent with the latest 
readings of some other leading economic indicators

Mr. Aliaga-Díaz also pointed out that volatility of plus or minus 100,000 is not uncommon in the payroll survey. 
"The problem is that this time around the drop in payroll is large, relative to the already low baseline expectation 
for payroll growth," he said. 

. But Mr. Aliaga-Díaz noted several reasons for the apparent 
contradiction: "Seasonal factors could be pushing the November payroll number lower as more of the hiring was 
concentrated in October in anticipation of the holiday season." 

WSJ 12/3 – Economists and others weigh in the disappointing employment report: 

• In November, job creation occurred in temporary services and health care, but fell in retail trade, 
manufacturing, and government. A tepid recovery is underway, although it is still a very slow one for the 
job market. –Jason Schenker, Prestige Economics 

• The disappointments could stem from the typical growing pains of an economy in transition from 
recession, with gains in some months followed by losses. Therefore, a moving average of recent gains — 
107,000 in the private sector — may reflect labor market activity more accurately. Job losses in state and 
local government were expected as these entities struggle with declining revenues and balanced-budget 
requirements. –Sophia Koropeckyj, Moody’s Economy.com 

• A painful reality check for those hoping that a meaningful acceleration in economic activity was 
underway. The truth is that the economic recovery is going nowhere at a time when companies are 
unwilling to boost hiring significantly.–Paul Dales, Capital Economics 

• Take-off of “self-sustaining” recovery is stalled on the launch pad as November labor data disappoints. 
We do expect to see a transition into a self-sustaining recovery through 2011, but November job creation 
was not enough to say that we have reached escape velocity yet. –Stuart Hoffman, PNC 

• Only 39,000 jobs created in November is awful. After we back out health care and social services, which 
are largely gov’t funded, the private sector is not creating permanent jobs–none, zero, nada. After health 
care, social services and temp services are backed out, the private sector lost 24,000 jobs. Ugh! So 
much for the gradual recovery. –Peter Morici, University of Maryland  

• This looks horrible all round but we are not too despondent; we expected a sub-consensus payroll and 
taking the revisions into account the headline was in line with our expectations… The drop in jobless 
claims suggests better news soon. Still it will be a long haul back to normalcy. –Ian Shepherdson, High 
Frequency Economics 

S&P Case-Shiller Home Price Index - September 

Econoday 11/30 - Home prices appear to be a growing risk to the economic recovery. Case-Shiller's adjusted 
index fell for the third month in a row and fell very steeply, down 0.7% in September for the composite 10 index. 
At only plus 1.5%, the adjusted on-year rate extended its run of weakness. Unadjusted data, showing a 0.5% 
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month-to-month decline and a plus 1.6% on-year rate, show similar results. Weakness is no longer concentrated 
in the West or Florida with declines sweeping across regions

Construction Spending - October 

.  

Vanguard 12/3 - Construction spending rose 0.7% in October, better than expected

Construction spending year-to-date fell more than 11.2% from the same period last year. Incidentally, the 
Moody's/REAL commercial property price index is still down by 43% from its 2007 high. 

, although it was 9.3% below 
the October 2009 level. Government spending on construction rose 0.4%, largely as a result of increased 
spending on highways, streets, and sewage and waste disposal structures. While overall private spending 
climbed 0.8%, commercial spending continued to decline, with a decrease of 0.7% from September. 

ISM Manufacturing and ISM Services Stay Positive 

Vanguard 12/3 - U.S. manufacturing expanded for the 16th straight month in November, though at a slightly 
slower pace. The continued expansion was partly due to higher exports and more vigorous auto sales, according 
to the Institute for Supply Management survey committee head. 
Meanwhile, the ISM nonmanufacturing index, which measures the strength of the services sector, reached its 
highest level since May. Progress was reported in the employment index (which reached its highest level in more 
than two years), new orders, and supplier deliveries. The good news in these three areas more than offset a drop 
in business activity. 
Overall, the economy seems to be growing faster than expected this quarter, even though it’s not yet mustered 
enough strength to reduce unemployment figures or spark inflation. 
ISM Non-Manufacturing (Services) Index  
Econoday 12/3 - The ISM's non-manufacturing index rose seven tenths to 55.0, the highest reading in six months 
and reflecting strong monthly gains for new orders and employment. The latter gain, taking the component to 
52.7 for its strongest reading of the recovery, is notable given today's softness in the employment report. This 
report's employment index, until this month, had been very flat indicating that non-manufacturers had been 
reluctant to hire. Unadjusted gains for retail and corporate management led the month's employment gain. 
Other readings in this report include a build in inventories, which follows two months of draws, and a second 
month of increase for backlog orders. Export orders were also strong. This report falls in line with the run of other 
data, the November employment report excluded, that are pointing to moderate, steady economic growth ahead.  

Consumer Confidence Rallies 

Vanguard 12/3 - Reaching its highest level since June, the Conference Board index of consumer confidence rose 
to 54.1 last month, beating economists' forecasts. 
More optimistic sentiments toward both the labor market and future business conditions contributed to this 
stronger-than-expected result. The share of consumers who expect a stock market rally rose to its highest level 
in nearly a year, which many economists view as a positive signal for holiday spending. 
Despite last month's gains in consumer sentiment, the index remains well off levels seen as recently as this 
spring and most likely indicates a period of relatively low confidence and modest spending growth. 

Productivity Gains Fuel Optimism 

Vanguard 12/3 - The Department of Labor revised productivity growth higher in the third quarter, from 1.9% to 
2.3%. Upward revisions in nonfarm business output, hours worked, and hourly compensation all led to the 
positive news. The improving conditions contributed to increased efficiency, as unit labor costs declined. 
Economists generally view these developments as a sign of an imminent pickup in hiring. As productivity 
increases, the opportunity to wring additional output from the existing workforce decreases, setting the stage for 
job growth. 

Fed Beige Book – December: Growth picks up in most regions 

Vanguard 12/3 - Indicating the recovery may have resumed after a recent soft patch, the Federal Reserve said 
that economic conditions improved in October and mid-November in nearly every Federal Reserve district. The 
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findings came from the Fed's "Beige Book," an economic survey of its 12 central banks. Manufacturing and 
consumer spending were among the areas that saw improvement across most of the United States, and hiring 
activity accelerated. However, housing remained a weak spot. The report said residential real estate barely 
improved, with only the Minneapolis and Boston regions reporting higher prices. Sales and construction levels 
were weak nearly everywhere. Commercial real estate reports were mixed. 
Econoday 12/3 - The bottom line is that the economy is showing slow but steady improvement and inflation 
currently is not a problem. The latest Beige Book supported today's sizeable gains in equities. 

Factory Orders – October  

Vanguard 12/3 - Factory orders fell by a wider than expected 0.9% in October. The biggest contributors to the 
decline were orders for durable and nondefense capital goods, which dropped 3.4% and 4.3% respectively and 
easily offset the 1.5% rise in new orders for nondurables. A key factor in the drop in durable goods orders was 
the transportation sector, which fell 5.2% for the month. The rise in nondurable goods orders was driven heavily 
by a 7.5% spike in the value of orders for petroleum and coal products. 

Unemployment Insurance Weekly Claims Report (Initial Jobless Claims) – week of Nov. 27 

Press Release 12/2 (excerpts) – In the week ending Nov. 27, the advance figure for seasonally adjusted initial 
claims was 436,000, an increase of 26,000 from the previous week's revised figure of 410,000. The 4-week 
moving average was 431,000, a decrease of 5,750 from the previous week's revised average of 436,750.  
The advance seasonally adjusted insured unemployment rate was 3.4 percent for the week ending Nov. 20, 
unchanged from the prior week's revised rate of 3.4 percent.  
The advance number for seasonally adjusted insured unemployment during the week ending Nov. 20 was 
4,270,000, an increase of 53,000 from the preceding week's revised level of 4,217,000. The 4-week moving 
average was 4,288,500, a decrease of 29,250 from the preceding week's revised average of 4,317,750.  

   WEEK ENDING Nov. 27 Nov. 20 Change Nov. 13 Prior Year 
Initial Claims (Seasonally Adj) 436,000 410,000 +26,000 441,000 475,000 

4-Wk Moving Average (SA) 431,000 446,750 -5,750 443,500 492,000 

Econoday 12/2 - Jobless claims failed to extend their push lower in the latest data. Continuing claims also ended 
their run of improvement, rising 53,000 in data for the November 20 week. Yet the four-week average did 
improve, down 29,000 to 4.289 million for its best level of the recovery. The latest data in this series are a bit 
disappointing yet fall far short of reversing prior improvement.  

The Economic Week Ahead: Dec 6 – Dec. 10 

Vanguard 12/3 - The light upcoming week will feature the international trade report on Friday. 

This Week’s U.S. Economic Calendar: Dec. 6 – 10   Source: Briefing.com 

Date ET Release For Actual Briefing.com Consensus Prior Revised From 

Dec 07 15:00 Consumer Credit Oct. $3.4B -$2.0B -$2.5B $1.2B $2.1B 

Dec 09 08:30 Initial Claims 12/04  420K 429K 436K  

Dec 09 08:30 Continuing Claims 11/27  4250K 4240K 4270K  

Dec 09 10:00 Wholesale Inventories Oct.  0.5% 0.7% 1.5%  

Dec 10 08:30 Trade Balance Oct.  -$43.0B -$44.5B -$44.0B  

Dec 10 08:30 Export Prices ex-ag. Nov.  NA NA 0.7%  

Dec 10 08:30 Import Prices ex-oil Nov.  NA NA 0.3%  

Dec 10 09:55 U of Michigan Sentiment Dec.  72.5 72.5 71.6  
 


	Economic Week In Review: Jobs Report Sours Holiday Spirits
	Non-Farm Payrolls – November: "Jobless" Recovery Continues
	S&P Case-Shiller Home Price Index - September
	Construction Spending - October
	ISM Manufacturing and ISM Services Stay Positive
	Consumer Confidence Rallies
	Productivity Gains Fuel Optimism
	Fed Beige Book – December: Growth picks up in most regions
	Factory Orders – October
	Unemployment Insurance Weekly Claims Report (Initial Jobless Claims) – week of Nov. 27
	The Economic Week Ahead: Dec 6 – Dec. 10
	This Week’s U.S. Economic Calendar: Dec. 6 – 10   Source: Briefing.com

