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Over the past two weeks, economic data showed strength in the industrial production and 
manufacturing indices, signs of continued deflationary pressures in the core CPI and PCE 
deflator, and a fall in durable goods orders. 

Weekly Highlights 
 

• Inflation- Deflationary pressures remain. (cover) 
• Capacity Utilization & Industrial Production- Growth with lots of slack left. (page 2) 
• Philadelphia Fed & Empire Index– Historically strong numbers. (page 3) 
• Housing– New home sales decline, but housing starts are still growing.  (page 4 & 5) 
• Durable goods orders– Computers & electronic products lead the way down. (page 5) 
• Personal spending & income– PCE deflator declines & spending grows slower than 

income. (page 6) 
• Unemployment- Recovering, but not enough to reduce output gap. (page 7) 
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Core CPI growth was -0.1% M/M and 1.1% Y/Y in November.  November’s data represents the 
lowest Y/Y growth since January 1966 and a continuation of the downward trend in inflation.  
One of the Fed’s favored inflation measures, the chain weighted core CPI, now stands at 0.6% 
Y/Y. 
This document is for information purposes only and should not be regarded as an offer to sell or as a solicitation of an offer to buy the products mentioned in it. No representation is made that any returns will be achieved. Past performance is not necessarily indicative of future results; any 
information derived herein is not intended to predict future results. This information has been obtained from various sources, including where applicable, entered by the user; we do not represent it as complete or accurate. Users of these calculators are hereby advised that Valance Co., Inc. 
takes no responsibility for improper, inaccurate or other erroneous assumptions to the extent such data is entered by the user hereof. Opinions expressed herein are subject to change without notice. The securities mentioned in this document may not be eligible for sale in some states or 
countries, nor suitable for all types of investors. 
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ization increased to 75.7% in November from 75.1% in October and 75.4% a year 
ization rate has recovered from the lows experienced in June of 2003, but still 
ificant amount of slack in the economy.  As the Fed has stated, this slack in the 
uld allow for the Fed to be “accommodative” for a “considerable period”. 
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duction grew 0.9% M/M and 1.5% Y/Y in November.  November represents the 
month of positive M/M growth and a reversal of the negative Y/Y growth 
earlier this year.  The production of business equipment was a significant 
 growth, growing 1.7% M/M and 2.9% Y/Y.  Industrial production needs to 
3% Y/Y growth and maintain that growth for all of 2004 to reach the absolute 
nced in 2000.     
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 Index increased to 32.1 in December from 25.9 last month and 11.3 a year 
 years since this index has reached these levels.  New orders jumped from 
 41.8 in December and employment increased dramatically to 21.9 from 3.3 
paid increased from 24.9 to 31.4 this month while prices received only 
 5.5.  The rebound in manufacturing surveys largely reflects an inventory 
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go.  New orders dropped from 40.5 in November to 31.2 in December.  
oyment component improved slightly to 12.5 from 9.3 last month and -12.9 
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 million in November, up 4.5% M/M and 17.6% Y/Y.  The Y/Y 
k of 19.8%, but as one can see from the five year chart above this 
orically low mortgage rates appear to continue to entice people to 
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n to 1.87 million in November, down 5.4% M/M and up 6.2% Y/Y.  
its versus starts may portend an eventual slowdown to the housing 

eed to grow 1.8% M/M in December to keep the Y/Y growth positive 
parisons to December 2002. 
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 grew 0.4% M/M and 6.5% Y/Y in November; below expectations of 0.7% for 
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