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The Week in Review
Economic Releases for the Week Ending 6/18/10

Prior
**Consensus Actual Period
May Housing Starts 648k 593k 672k
May Industrial Production 0.9% 1.2% 0.7%
May CPI -0.2% -0.2% -0.1%

Compared to recent weeks last week was relatively quiet with the U.S. S&P
500 having only one day with a move greater than 1%. Equities around the
world were higher and the S&P rallied 2.37%. Yields on U.S. Treasuries were
relatively unchanged on the week. The yield on the 10-year Treasury fell one
basis point from 3.23% to 3.22%, while the yield on the 30-year was
unchanged at 4.15%. The majority of commodities rose, with oil climbing
$3.40/barrel to $77.18 and gold hitting a new record high before finishing
the week at $1,257.20/ounce. The Euro strengthened throughout the week,
finishing at $1.24. On the oil spill front, BP agreed to set up a $20 billion
fund to assist in the clean-up and claims process due to the ongoing spill in
the Gulf of Mexico.

The economic data continued to paint a mixed picture of the recovery.
Housing starts fell more than 10% in May after the end of the special
homebuyer tax credit program. Economists were expecting starts to fall
from an annualized rate of 672,000 to 648,000 but the actual numbers
indicated that starts fell all the way to an annualized pace of 593,000. On a
more positive note, industrial production surprised to the upside, having
gained 1.2% versus expectations of a gain of 1.0%. The three primary drivers
of the positive surprise were manufacturing, utilities output, and motor
vehicle production, which were up 0.9%, 4.8%, and 5.5%, respectively.
Inflation continues to be a non-issue. Lower gasoline prices pulled the
headline consumer price index (CPI) down 0.2% in May (2.0% higher year-
over-year), while core CPI, excluding food and energy was up just 0.1% (0.9%
year-over-year). Producer prices were also tame. The headline producer
price index (PPI) was down 0.3%, while core PPl was up 0.2%.

The Week Ahead

Economic Releases for the Week Ending 6/25/10

**Consensus Prior Period
May Existing Home Sales 6.0% 7.6%
FOMC Rate Decision 0.25% 0.25%
May Durable Goods Orders -1.4% 2.9%

The week ahead is relatively light on economic releases and the focus of the
data will remain on housing, jobs, and the consumer. Another focus will be
on the Federal Open Market Committee (FOMC), which will hold their two-
day meeting on Tuesday and Wednesday. The culmination of the meeting
will come on Wednesday, with the release of the Fed funds rate. Economists
do not expect a change in the rate, which is currently in a range between
0.00% and 0.25%, and will instead analyze the accompanying statement for
any changes to the economic forecast or language concerning the European
sovereign debt crisis. On the economic front, existing home sales are
expected to have risen by 6.0% to an annualized pace of 6.12 million, while
new home sales are likely to have dropped by 20.6%. Initial jobless claims
are expected to remain stubbornly high in the 450,000 to 460,000 range and
continuing claims are likely to remain around 4.5 million. Finally, orders for
durable goods are expected to have fallen by 1.4% in May after climbing
2.9% in April. Excluding autos, durable goods orders are likely to have risen
by 1.0%.
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