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The Week in Review
Economic Releases for the Week Ending 7/2/10

Prior
**Consensus Actual Period
May Pending Home Sales -13.4% -30.0% 6.0%
June Non-Farm Payrolls -125k -125k 431k
June Unemployment Rate 9.8% 9.5% 9.7%

Financial markets finished the second quarter with a thud last week, as
concerns surrounding a slowing economy continued to grow. Global equity
markets were down significantly, with the U.S. S&P 500 losing 5.03% and
closing at its lowest level since October of 2009. Commaodities also slumped
as data on jobs and factory orders added to the concerns that the economic
rebound is slowing. Treasuries rallied on the week and the 10-year Treasury
finished with a yield of 2.98%.

Last week’s economic data continued to show that the economy is
expanding albeit at a slower pace. Most of the attention was focused on the
lousy employment report, but there were other important indicators that
were positive. The personal income and spending report was fairly positive
with income rising 0.5% and spending up 0.2%. More importantly, the rise in
income was primarily due to wages and salaries rather than an increase in
transfer payments as previous months have shown. The report indicates
that the consumer sector is slowly gaining strength in terms of spending
power. Following the expiration of the homebuyer tax credit, pending home
sales plummeted 30.0% in May. The large decline more than wiped out the
positive effects from April’s 6.0% gain. The June ISM Manufacturing Index
slowed to 56.2 from May's very strong 59.7, primarily driven by a seven
point decline in new orders. Employment fell in June for the first time this
year after a decrease in federal census workers and a smaller-than-forecast
gain in private hiring. Payrolls fell by 125,000 while employment at private
companies rose 83,000, which was less than the 110,000 estimate. The
jobless rate fell to 9.5% from 9.7% as a large number of people dropped out
of the workforce.

The Week Ahead

Economic Releases for the Week Ending 7/9/10

**Consensus Prior Period
June Non-Mfg ISM 55.0 55.4
Initial Jobless Claims 465k 472k
May Consumer Credit $-2.0B $1.0B

The holiday-shortened week ahead will be light on both U.S. economic
reports and corporate earnings, with only one S&P 500 company reporting
second quarter results. The ISM Non-Manufacturing Index could provide
further evidence of an economic slowdown within the service industries,
while initial jobless claims will also be a focus of investors. June non-
manufacturing ISM is expected to fall slightly from 55.4 to 55.0, indicating
slightly slower growth in the services sector. Initial jobless claims rose
13,000 in the June 26 week to 472,000, lifting the four-week average to the
highest level since March. According to Bloomberg’s survey, analysts expect
to see a slightly improvement in this week’s report, with initial claims
printing at 465,000. Due to the expiration of the housing tax credit and the
weak consumer confidence report from last week, economists expect to see
a contraction in consumer credit. Consumer credit expanded in April by $1.0
billion but is expected to have contracted by $2.0 billion in May.
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