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U.S. Economic Growth
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The 3" quarter showed a bounce back up to +2.5% growth from +0.4% in the 15t and +1.3% in
the 2nd quarters. The size of GDP in dollars in the last quarter finally exceeded in real terms the

GDP of the 4™ quarter of 2007, though by only a small margin.
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ISM Manufacturing & Services Indexes
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Both Manufacturing and Services had a strong showing in February and
March, then faded to the point of showing little growth at all.
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Industrial Production

o

Mote: Index closely follows Factory Orders
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All looks fairly good here, though gains in industrial production have
slowed in the past 18 months. Steady increases in capacity
utilization since mid-2009 are good, though they flattened out
somewhat in 2011.
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Factory Orders
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After falling more than 25% in less than a year during 2008-2009,

factory orders have grown rapidly, but have still not reached the

previous peak in mid-20086 we 6 r e only up to where
2007.
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Housing & Construction
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The construction industry is the weakest sector of our economy, particularly housing, and
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the 2005 peak and have been stuck at that level for 30 months. About 1/3 fewer dollars
are being spent now on construction of all types and so far that trend continues to bump
along what is hopefully a bottom.
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Sales
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Total retail sales continue to grow strongly and auto sales have turned up again
after a dip earlier this year. New home sales are in a deep ditch with no signs of
recovery. Existing home sales are up from the lows of last year, but are unsteady.
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The lower chart shows the big drop in auto & truck sales as a percentage
of total retail sales: 25% in 2000, down to 16%-17% since 2008.
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Unemployment Rate, Jobs

OCT 2011
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Unemployment fell to 9.0% in October, after 3 months at 9.1%. The rate has
been stuck between 9.0% and 9.2% since April. Net new non-farm jobs fell to
80, 000; weoOre not seeing any thing cl

reduce unemployment.
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Challenger, Gray & Christmas
Corporate Layoffs Announced
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October corporate layoffs fell to the lowest in 4 months after the number
announced in September more than doubled from August and tripled in 12

months. The Challenger report typically has a general correlation with the number

of initial unemployment claims, but not now.
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Avg No. Hours Worked\Week by Production Workers Oct 2011 |
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The increases in average hours worked, though uneven, are good signs. The weekly
average for production workers is the highest in 3 years. Manufacturing average hours
per week are equal to the highest since 2000! Overtime hours, however, have flattened
out this year, so prospects for a lot more hiringd o n 6 t vesyggeom
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Labor Costs

Hourly wages have been decelerating and are now down close to matching the

smallest increases of 2004. Labor costs are said to be responsible for 2/3 of

overall inflation in the US, so we havenot
I tos doubtful 1 f this trend in | abor costs




