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Although the Reuters/University of Michigan index of consumer sentiment rose to 62
from 57 in March, the economy is by no means out of the woods. Indices of consumer
sentiment are notoriously unreliable, since they are based on feelings about the
economy, and February data showed a brighter picture of the economy than we see this
week.

Consider, for example, housing starts. Although there was much rejoicing when
February housing starts and permits rose, housing starts in March were the exact
reversals of February. Starts dropped from 572,000 to 510,000 at a seasonally adjusted
annual rate. Multifamily starts accounted for the entire decline, as they had accounted
for the entire increase in February. Single-family home starts were 358,000 in both
months, and 356,000 in January, while multifamily starts have bounced from 119,000 to
202,000 to 118,000. Building permits for future construction decreased by 9.0 percent in
March.

Then, consider retail sales. Retail sales in March fell 1.1% from February sales,
presumably because the post-holiday sales were over. Excluding the volatile auto
sector, retail sales were down 0.9% in March. Major decline in purchases were seen at
motor vehicle and parts dealers (-2.3%), furniture and home furniture stores (-1.7%),
electronics and appliance stores (-5.9%), gasoline stations (-1.6), clothing and clothing
accessories stores (-1.8), food services and drinking places (-1.4), miscellaneous store
retailers (-2.2%) and nonstore retailers (-1.7%).

In addition, deflation is back. The consumer price index fell 0.1% in March, following a
0.4% increase in February. This decline in consumer prices was caused by a decrease in
the energy index, which fell 3.0%. The food index fell 0.1%. The core CPI, which
excludes food and energy prices, rose 0.2% for the third consecutive month. The
producer price index declined 1.2% in March, following a 0.1% increase in February.
Decreases were seen in index of energy goods (-5.5%) and foods (-0.7%). The core CPI
remained unchanged in March.

In sum, just as one swallow does not a summer make, as the saying goes, March data
show that one month’s data—in this case, February’s —do not make an economy
recovery.

For more information, contact Senior Fellow Diana Furchtgott-Roth, 202.974.6450
(DER@hudson.org) and John Weicher, 202.974.2420 (John@Hudson.org).

To request Hudson Institute’s Economic Report, contact Astha Shrestha, 202.974.6451, or
email at Astha@hudson.org.

Hudson’s Center for Employment Policy is grateful to the Ewing Marion Kauffman Foundation for the
support of this program.



I. Output Data

Real Gross Domestic Product
(seasonally adjusted at an annual rate)
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Inventories of Manufactured Goods
February 2003 to February 2009
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Inventories of manufactured
goods fell 1.2% to $529.7 billion
in February. Shipments fell by
0.1%.

New orders for manufactured
goods in February rose by 1.8%.

4.

New Orders for Durable Goods
and Nondefense Capital Goods Excluding Aircraft
February 2003 to February 2009
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New orders for manufactured
durable goods increased 3.4% in
February, following a 7.3%
decrease in January. Shipments
were down 0.5%, following a
5.2% decline in January.

More important, new orders of
core capital goods rose 6.6% in
February, following a 11.3%
decline in January. Shipments
rose by 0.6%.

*New this week

Retail Sales
March 2008 to March 2009
(seasonally adjusted at an annual rate)
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Retail sales in March fell 1.1%
and were 9.4% lower than a year
ago.

Excluding the volatile auto
sector, retail sales fell by 0.9% in
February, but were 6.0% lower
than a year ago.

Construction Spending
February 2003 to February 2009
(seasonally adjusted at an annual rate)
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Following a 3.5% decline in
January, construction spending
tell by another 0.9% to an annual
rate of $0.967 billion in February.

The January figure was 10.02%
lower than a year ago.
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II. Labor Market Data

Total Nonfarm Employment Change
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In March, the payroll survey
recorded a decrease of 663,000
jobs.

Over the past year, total payroll
employment has decreased by
4.795 million jobs. Employment
in the private sector has
decreased by 4.892 million jobs.
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Employment Change Revisions

O Unrevised B Revised

- 100,000 655,000 741,000 651,000 651,000
= -100,000
2 300000
< -500,000
= -700,000

-900,000

2009-January 2009-February

Source: Bureau of Labor Statistics/Haver Analytics

In March, the change in
January’s nonfarm payroll
employment was revised down
from -655,000 to -741,000. It was
first estimated at -598,000.

February’s number was -651,000,
the same as its earlier estimate.

The total downward revision

was 86,000.
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Total Household Employment Change
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The household survey showed a
loss of 861,000 employed
workers in March 2009, and a
loss of about 5,136,000 workers
over the past year.

The household survey has shown
a decline of over 5.407 million
employed workers since

December 2007.
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*New This Week

Three-Month Treasury Bill Market Yield
at Constant Maturity
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*New This Week
Ten-Year Treasury Note Yield at Constant Maturity
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V.  Trade Data
Trade Deficit
February 2007 to February 2009 The trade deficit declined by

L o 28.3% in February to $26.0 billion
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billion were 16.9% lower than
one year earlier.

31.
*New this week
U.S. Dollar Value vs. Euro and Yen
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Survey Data

Index Conference

Measures of Consumer Attitudes

Conference Board Consumer Confidence
== Michigan, Index of Consumer Sentiment

70.0
60.0 - 110.0
(=3 =
<500+ 5.
2 40.0 = 9.0 =
= s Jé
5 30.0 ]
g U
g 200 /\ 70.0 8
10.0 \ N———"
0.0 ! ! ! ! ! ! 50.0
2008- 2008- 2008- 2008- 2008- 2009- 2009-
Mar May Jul Sep Nov. Jan Mar

Source: University of Michigan/ The Conference Board/Haver Analytics

The University of Michigan’s
consumer sentiment index rose 1.0
points to 57.3 in March from 56.3
in February.

The Conference Board’s index of
consumer confidence rose 0.7
points to 26.0 in March from 25.3

in February.
34.

Institute for Supply Management
Manufacturing Indices

‘—]SM Manufacturing Index ISM Manufacturing Employment Index ‘
55

50 ,7/;‘&-%_ -

45

40 A

35 1

30

25

N R I U S
FE TS T VA

Source: Institute for Supply Management/Haver Analytics

The Institute for Supply
Management’s Index of
Manufacturing Activity rose 0.5
points to 36.3 in March from 35.8
in February.

The ISM Manufacturing
Employment Index rose 2.0 points
to 28.1 in March from 26.1 in

February.
35.

Institute for Supply Management
Nonmanufacturing Indices
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The Institute for Supply
Management’s Index of Non-
Manufacturing Business Activity
rose 3.9 points to 44.1 in March
from 40.2 in February.

The Employment Index fell 5.0
points to 32.3 in March from 37.3

in February.
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