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The Week in Review
Economic Releases for the Week Ending 7/16/10

**Consensus Actual Prior Period
June Retail Sales -0.2% -0.5% -1.1%
May Trade Balance $-39.0B $-42.3B $-40.3B
June CPI -0.1% -0.1% -0.2%

Last week was another roller coaster ride on the financial markets. The week
began with strength as positive corporate earnings announcements helped
build investor confidence. Markets turned negative, however, on
Wednesday when poor economic releases and a downgrade of the economic
outlook from the Federal Open Market Committee (FOMC) were making the
headlines. Some of the uncertainties were also taken out of the market on
Thursday when Goldman Sachs settled their fraud case with the SEC and the
Senate passed the financial reform bill. Then the bottom fell out on Friday
with a combination of poor earnings announcements and consumer
sentiment readings. The S&P finished the week 1.21% lower and is now
down 4.50% year-to-date.

Economic releases were mixed. Headline retail sales failed to meet analyst
expectations. After falling 1.1% in May, sales dropped another 0.5% during
the month of June, versus expectations for a decline of 0.2%. A big reason for
June’s decline was a drop of 2.3% in automobile sales, which were expected
to remain flat. Excluding autos, sales were down just 0.1% versus
expectations for an unchanged reading. Despite a rebound in exports, the
U.S. trade deficit grew from $40.3 billion to $42.3 billion. Expectations were
for the deficit to contract slightly to $39.0 billion. Exports rose 2.4% during
the month, while imports climbed 2.9%. Inflation remains a non-issue as the
consumer price index (CPI) met expectations and fell 0.1% in June. Energy
and gasoline prices were lower for the month, while food prices were flat for
the second consecutive month. Year-over-year headline CPlis 1.1% higher.
Core CPI, excluding food and energy rose 0.1% and is 1.0% higher year-over-
year.

The Week Ahead

Economic Releases for the Week Ending 7/23/10

**Consensus Prior Period
June Housing Starts -2.8% -10.0%
June Existing Home Sales -9.9% -2.2%
June Leading Indicators -0.3% 0.4%

The week ahead is relatively light on economic news and will be dominated
by second quarter corporate earnings announcements. There are well over
100 companies reporting this week in virtually every sector and that is where
the markets will be focused. Earnings are expected to be generally positive
but it is unknown whether or not that strength will be able to offset negative
news from the economic releases. The economic data is focused on the
housing sector and the leading economic indicator index. Housing data is
expected to remain sluggish after the expiration of the homebuyer tax credit.
The National Association of Homebuilders (NAHB) index is expected to
continue falling. Expectations are for the index to drop from 17 in June to 16
in July. After falling by 10.0% in May, housing starts are expected to have
fallen another 2.8% in June to an annualized pace of 577,000, while building
permits are expected to remain relatively unchanged at an annualized pace
of 575,000. June’s existing home sales are also expected to fall. Existing sales
were down 2.2% in May and are expected to have fallen 9.9% in June. Finally,
the index of leading economic indicators is expected to fall 0.3% in June after
rising by 0.4% in May. Two main drivers of the negative print are likely to be
falling stock prices and building permits.
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