
Highlights 
 

US – Employment market weakens further (page 2) 
 
EU – EU Retail Sales posted a downside surprise in February (page 7) 

JN – BoJ downgrades economic assessment (page 17) 

UK – IMF made gloomy forecast for UK economy (page 22) 

AU – Consumer and Business Confidence down markedly (page 32) 

NZ – Business confidence fell to a 33-year low (page 36) 
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This week’s economic data was highlighted by widespread weak employment data.  
Unemployment claims, the establishment survey and the household survey all showed 
weakness in the last week.  The Mortgage purchase application showed some signs of 
stabilizing, but pending home sales continued to fall.  Fed speakers and Fed Minutes 
continue to emphasize contraction or weak growth at best.   

  

Weekly Highlights 
Payrolls- dropped 80k in March and fell 147k net of revisions (page 2) 
Initial Unemployment Claims- jumped to 407k. (page 4) 
Pending Home Sales- dropped 1.9% M/M in February. (page 5) 

Weekly Releases 

Chart of the Week: Non-Farm Payrolls 
 

    
 

 
 
 
 
 
 
 
 
 
 
 
 Non-farm Payrolls dropped by 80k (below expectations) in March after dropping 76k in 
February and January. Net revisions were down 67k and the construction and manufacturing 
sectors lost 51k and 48k, respectively.  The diffusion index improved from 43.6 to 47.6.  The 
unemployment rate increased to 5.1% as the household survey showed 24k more people 
unemployed and 410k more people in the labor force.  The weak payroll data clearly confirms 
that the turmoil in the housing sector has spread and is having a major impact on the economy. 
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U.S. Financial Balances & Trade Weighted Dollar 
 
Financial Balances 
U.S. Latest period ($blns) Last 12mth. as a % of GDP 
Budget Balance -175.6 (February) -1.9% 

Trade Balance -58.2 (January) -5.0% 

Current Account Balance -172.9 (Q4) -5.6% 

Private Balance -- -3.7% 

 
 
 
 
 
 
 
Trade Weighted Dollar 
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The budget deficit is currently at $263.9 bln on a trailing twelve month basis. The trade 
deficit as of January is still 5.0% of GDP, with some signs of narrowing. The budget deficit 
will remain too small to support a robust and sustained expansion, given the size of the 
current account deficit.  As debt service levels increase, fragility in the economy should 
continue to be evident. 
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Hourly Earnings, Weekly Hours & Unemployment Claims 
Average Hourly Earnings 

 
 
 

 
 
 
 
 
 
 
 
 

Average Weekly Hours  
 

 
 

 
 
 
 
 
 
 
 

 
Initial & Continuing Claims 

 
 
 

 
 
 
 
 
 
 

Average hourly earnings grew 
0.3% M/M and 3.6% Y/Y in 
March.  Y/Y growth has 
decelerated over the last few 
years as cost pressures from 
materials have increased and 
limited the scope of businesses to 
grant larger wage gains. 
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Average weekly hours increased 
from 33.7 to 33.8 hours in March.  
The total hours index increased 
0.2% M/M after dropping 0.1% 
and 0.4% in February and 
January, respectively.  These 
levels suggest that if Q1 GDP 
actually increases, it will have to 
be driven by productivity gains. 

Average Weekly Hours
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The four week moving average of 
initial claims increased by 16k to 
375k and continuing claims 
increased by 32k to 2,859k.  Last 
week’s reading of initial claims 
jumped from 369k to 407k and is 
clearly reflecting a weak labor 
market. 

Initial & Continuing Claims (4 wk. mvg. avg.)
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 Home Sales, Mort. Applications & ISM Non-Manufacturing 
Pending Home Sales 
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The ISM Non-Manufacturing Index increased from 49.3 to 49.6 in March.  This series gapped 
lower in January and has now shown some signs of recovery and stabilization.  New orders 
rose from 49.6 to 50.2 and the employment component remained at 46.9. The price 
component remained elevated at 70.8.   

Purchase mortgage applications 
increased 8.1% W/W and refi 
applications were up 3.4% W/W 
this week.  The four-week moving 
average of purchase applications 
is down 7.9% Y/Y and down 7.0% 
just based on last week’s reading.  
The four-week moving average of 
refi applications are up 40.3% 
Y/Y. 

MBA Mortgage Applications (4 wk. mvg. avg.)
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Pending Home Sales was down 
1.9% M/M and down 21.4% Y/Y 
in February.  Lower home prices 
have not been enough for this 
leading indicator of home sale 
volumes to stop falling. 
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Confidence & Upcoming Dates 
ABC Consumer Confidence 

 
 
 

 
 
 
 
 
 
 

 
 
Key Dates This Week 
 

 
 
 
 
 
 
 
 
 

Date Indicator Expectation Previous 
04/10 Trade Balance (Feb) -$57.5B -$58.2B 

04/10 Initial Jobless Claims (APR 5) 385K 407K 

04/10 Continuing Claims (MAR 29) 2935K 2937K 

04/10 Monthly Budget Statement (MAR) -$70.0B -$96.3B 

04/11 Import Price Index (MAR) (M/M) 2.0% 0.2% 

04/14 Retail Sales ex. Autos (MAR)  0.2% -0.2% 

04/15 PPI ex. Food & Energy (MAR) (Y/Y) 2.6% 2.4% 

04/15 NAHB Housing Market Index (APR) 20 20 

04/15 ABC Consumer Confidence (APR 13)  NA -34 

The ABC Consumer Confidence 
Index fell from -33 to -34.  The 
finance component improved from 
12 to 14, but the economy and 
buying climate fell from -62 and   
-48 to -66 and -50, respectively. 

ABC Consumer Confidence (4wk. mvg. avg.)
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EU Retail Sales posted a downside surprise, falling 0.5% in February.  Germany saw an 

increase in Industrial Production and a decrease in Factory Orders.  Of interest, the IMF 

in its latest World Economic Outlook report commented, “Given that headline inflation is 

projected to moderate back below 2 percent during 2009, in the context of an increasingly 

negative outlook for activity, the ECB can afford some easing of  the policy stance.”    

 

Weekly Highlights 
EU Retail Sales – unexpectedly decreased 0.5% M/M in February. (page 7) 

Germany’s Industrial Production - increased 0.4% M/M and 6.1% Y/Y in February. (page 9) 

Euro Zone’s economy - expanded 0.4% Q/Q and 2.2% Y/Y in Q4. (page 11) 

 

Weekly Releases & News 
 

Chart of the Week: EU Retail Sales 
 

 

    

 
 

 

 

 

 

 

 

 

 

 

 

 

 EU Retail Sales posted a downside surprise decreasing 0.5% M/M in February, as a16 year 

high inflation rate dampened consumer spending.  Y/Y growth decreased 0.2%.  The 

3MMA of Y/Y growth is at a cyclical low, moving from a high of 2.0% in April 2007 to -

0.5 in February.   
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Euro Zone Financial Balances & Trade Weighted Euro 

Financial Balances 

Germany Last period ($blns euros) Last 12mth. as a % of GDP 

Budget Balance -46.5 (2006) -- 

Trade Balance 14.88 (June) -- 

Current Account Balance 16.6 (June) -- 

Private Savings Balance -- -- 

France   

Budget Balance -29.2 (June YTD) -3.7% 

Trade Balance -3.0 (June) -1.8% 

Current Account Balance -2.0 -2.1% 

Private Savings Balance -- -- 

Italy   

Budget Balance -22.5 (July) -4.5 % 

Trade Balance -0.77 (May) -1.7% 

Current Account Balance -4.0 (May) -3.2% 

Private Savings Balance -- -- 
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GE Industrial Production & Factory Orders 

German Industrial Production 
 

 

 

 

 

 

 

 

 
 

 

  

German Factory Orders 
 

 

    

 
 

 

 

 

 

 

                                                               

 

 

 

 

German Industrial Production (6 Mth. Mvg. Avg. of 

Y/Y)

-2.5%

-1.5%

-0.5%

0.5%

1.5%

2.5%

J
a
n
-0

3

A
p
r-

0
3

J
u
l-
0
3

O
c
t-

0
3

J
a
n
-0

4

A
p
r-

0
4

J
u
l-
0
4

O
c
t-

0
4

J
a
n
-0

5

A
p
r-

0
5

J
u
l-
0
5

O
c
t-

0
5

J
a
n
-0

6

A
p
r-

0
6

J
u
l-
0
6

O
c
t-

0
6

J
a
n
-0

7

A
p
r-

0
7

J
u
l-
0
7

O
c
t-

0
7

J
a
n
-0

8

M
/M

 (
%

)

-1.5%

-0.5%

0.5%

1.5%

2.5%

3.5%

4.5%

5.5%

6.5%

7.5%

Y
/Y

 (
%

)

M/M Y/Y

c

 

 

 

 

Germany’s Industrial Production 

increased 0.4% M/M and 6.1% Y/Y in 

February.   Capital goods and 

Consumer goods both exerted 

downward pressure with -0.2% and -

1.5% M/M readings.   

 

German Foreign Orders (6 Mth. Mvg. Avg. of Y/Y)
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German Factory Orders decreased 0.5% M/M in February, its third consecutive month of 

declines. Y/Y growth increased 9.0%.  Domestic Factory Orders remained flat M/M and 

increased 5.1% Y/Y. Foreign Factory Orders decreased 1.1% M/M and increased 5.7% Y/Y.  

 

German Domestic Orders (6 Mth. Mvg. Avg. of Y/Y)
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German Current Acct, Trade Balance & Exports/Imports 
 

German Current Acct.  
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German Exports/Imports 
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German Trade Balance narrowed from 

€17.1 bln in January to €16.9 bln in 

February.  On trend terms, the trailing 

twelve month average trade surplus has 

trended up steeply since September of 

2006. 

Exports remained flat M/M and increased 

6.7% Y/Y in February as the euro climbed 

to a record on March 17
th

, making 

German cars and machinery less 

competitive abroad.  The 3 mo. mov. avg. 

of this series shows export growth fell 

sharply through 2007, but has turned up 

at the beginning of 2008.  Imports 

decreased 0.4% M/M, following a 4.2% 

M/M gain the previous month. 
 

 

German Exports
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German Current Account 

-2.0

3.0

8.0

13.0

18.0

23.0

F
e

b
-0

3

M
a

y
-0

3

A
u

g
-0

3

N
o

v
-0

3

F
e

b
-0

4

M
a

y
-0

4

A
u

g
-0

4

N
o

v
-0

4

F
e

b
-0

5

M
a

y
-0

5

A
u

g
-0

5

N
o

v
-0

5

F
e

b
-0

6

M
a

y
-0

6

A
u

g
-0

6

N
o

v
-0

6

F
e

b
-0

7

M
a

y
-0

7

A
u

g
-0

7

N
o

v
-0

7

F
e

b
-0

8

€
 b

ln

 

 

 

 

 

German Current Account surplus widened 

from €14.7 bln in January to €15.4 bln in 

February.   
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EU GDP Data 

EU GDP 
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The final results confirmed that the Euro 

Zone’s economy expanded 0.4% Q/Q and 

2.2% Y/Y in Q4.  Q4’s reading saw a 

slowdown in pace from the 0.7% Q/Q and 

the 2.6% Y/Y readings seen in Q3.  The 

slowdown in GDP growth occurred as 

growth in investment and exports cooled.   

 

EU Gov’t Expenditure decreased 0.1% 

Q/Q and increased 1.8% Y/Y in Q4. 
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EU GDP Household Consumption
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EU Household Consumption, which 

accounts for almost 60% of the economy, 

decreased 0.1% Q/Q, its first decrease in 

six years.   Y/Y growth increased 1.2%. 
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French Trade Balance and Spain Consumer Confidence & 

Industrial Output 

French Trade Balance 
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Spanish Consumer Confidence decreased 

from 76.8 in February to 73.1 in March.   

The Current Household Situation decreased 

from 79.1 to 76.8 and Employment Situation 

decreased from 58.6 to 57.5.  The Current 

Economic Situation increased from 45.3 to 

45.6.    

 

Spain’s Industrial Production increased 1.5% 

M/M and 1.8% Y/Y in February. Gains were 

seen in all three components:  Consumer 

Goods, Capital Goods and Intermediate Goods. 

 

  

 

Spanish Industrial Production (6 Mth. Mvg. Avg. of 

Y/Y)
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French Trade Balance

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

F
e

b
-0

3

M
a

y
-0

3

A
u

g
-0

3

N
o

v
-0

3

F
e

b
-0

4

M
a

y
-0

4

A
u

g
-0

4

N
o

v
-0

4

F
e

b
-0

5

M
a

y
-0

5

A
u

g
-0

5

N
o

v
-0

5

F
e

b
-0

6

M
a

y
-0

6

A
u

g
-0

6

N
o

v
-0

6

F
e

b
-0

7

M
a

y
-0

7

A
u

g
-0

7

N
o

v
-0

7

F
e

b
-0

8

€
 b

ln

-4.0

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

T
ra

il
in

g
 T

w
e
lv

e
 M

o
n

th
 A

v
e

ra
g

e

€ bln TTM  

 

 

 

 

French Trade deficit narrowed from €3.4 bln 

in January to €2.8 bln in February.  Exports 

increased 0.9% M/M and 12.3% Y/Y.   

Imports decreased 0.2% M/M and increased 

11.2% Y/Y. 
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Data  

Data 
 
EU Sentix Investor Confidence 
EU Sentix Investor Confidence increased from 0.4 in March to 4.1 in April, well below market expectations for a 

0.2 reading. The Current Situation component increased from 22.25 to 26.50 and the Expectations component 

improved from -19.3 to -16.0.   

 

Manufacturing, Services and Composite PMIs 

 (Numbers above 50 indicate expansion while numbers below 50 indicate contraction). 

 

EU PMI’s Final Results  

                          March      Feb.      Jan.      Dec.      Nov.      Oct. 

                           2008      2008      2008    2007      2007      2007 

Services PMI              51.6      52.3      50.6      53.1      54.1      55.8 

Composite PMI             51.8      52.8      51.8      53.3      54.1      54.7 

 

Germany PMI’s Results –  

                          March      Feb.      Jan.      Dec.      Nov.      Oct. 

                           2008      2008      2008      2007      2007      2007 

______________________________________________________________________________ 

Services PMI      52.5      52.2      49.2      51.2      53.1      55.1 

 

 

France PMI’s Results -  

                           March   Flash    Feb.    Jan.    Dec.    Nov.    Oct. 

                            2008     PMI    2008    2008    2007    2007    2007 

Services PMI               57.3     57.3     58.2    56.6    58.9    59.2    58.5 

 3-month average           57.4      n/a      57.9    58.2    58.9    58.2    57.7 

 Employment                56.2    56.6     56.0    56.1    56.3    55.2    55.2 

 Prices charged            57.1    56.9     55.2    57.5    55.6    56.6    53.0 

 New business              56.6    57.3     57.2    56.1    57.5    60.9    60.4 

 Input prices              65.7    65.3     64.0    63.8    63.4    65.7    61.8 

 Outstanding business      56.6    57.6     57.5    55.1    55.4    58.2    57.8 

 Business expectations     66.2    67.7     66.5    70.0    70.4    69.5    70.6 

 

Spain PMI’s Results –  

                                     March           Feb.         March 

                                      2008           2008          2007 

Activity                              40.9           46.1          56.7 

Employment                        49.9           50.4          56.1 

Prices Charged                     50.2           52.3          53.9 

New Business                      40.2           45.9          55.5 

Input Prices                          62.5           64.0          61.2 

Outstanding Business           40.1           45.5          53.3 

Business Expectations            57.1           59.2          71.0 
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Data & Comments 

Data Cont’d 
 

Italy PMI’s Results -    

                            March     Feb.     Jan.     Dec.     Nov.     Oct. 

                             2008     2008     2008     2007     2007     2007 

Overall Index               48.8     47.2     47.9     49.7     50.8     55.3 

 New Business               48.3     47.1     48.4     47.3     49.7     52.7 

 Outstanding business       47.6     46.4     49.3     48.3     44.9     49.0 

 Employment                 49.0     52.1     51.9     49.5     52.9     52.9 

 Prices charged             52.1     50.8     52.3     50.9     52.5     52.4 

 Input prices               66.4     63.8     65.4     63.5     64.1     64.8 

 Business expectations      64.4     65.2     63.8     64.6     66.0     68.6 

 

 

News 
 

April 9
th

 – IMF Says ECB Can Cut Rates – “Given that headline inflation is projected to moderate back 

below 2 percent during 2009, in the context of an increasingly negative outlook for activity, the ECB can 

afford some easing of  the policy stance,” the IMF said in its latest World Economic Outlook report.   

“In the context of a global economy that is slowing, the ECB will probably have a greater margin to act in 

the future when there isn't the risk that inflationary pressures that have existed until now, in large measure 

due to inflation imported via oil, feed into inflation expectations,'' IMF director of monetary and 

capital markets Jaime Caruana said.   The IMF lowered its forecast for economic growth for the euro area 

from its January’s projection of 1.6% to 1.4%.    

 

April 8
th

 - Inflation Targeting Appears Beneficial, ECB’s Orphanides Says -  According to Bloomberg 

News, European Central Bank council member Athanasios Orphanides  made the following comments  

on inflation targeting at a seminar in Prague. 

 

“To be sure, when looking at inflation-targeting economies alone, it appears to be a case that inflation has 

been generally lower and more stable under the inflation targeting framework than before its adoption, 

and that's a positive thing.”   

 

“Similarly, we had improvements that could be observed with regard to economic stability. But such 

improvements over a time also seem to characterize many other economies with central banks that did not 

switch to inflation targeting during the past 10 or 15 years.” 

 

“The improvement over time may have been somewhat greater for countries where central banks adopted 

inflation targeting but this may just reflect the fact that more room for improvement may have been 

available on average in these cases.” 

 

“It may be hard to identify major differences in the economic performances associated with inflation 

targeting and a non-inflation targeting policy framework.” 

 

“Perhaps it is more important to understand common elements of monetary policy practice'' such as a 

definition of price stability, anchoring inflation expectations and transparency. 
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News/Comments 
April 8

th
 - Monster's Europe Online Job Index Increased to Record in March -   Online job 

advertisements in five European Union countries increased from 165 February to 170 in March, a record 

high, according to Monster Worldwide Inc.'s index.    The Monster Employment Index Europe, surveys 

online job postings in Germany, the U.K., France, the Netherlands and Sweden.  Germany led the gain 

with only the gauges of France and Sweden falling.  Sixteen of the 24 industries monitored by Monster 

showed an increase in hiring. 

 

April 4
th

 - Stronger Euro Helping to Curb Inflation, ECB's Constancio Says – According to Bloomberg 

News, European Central Bank council member, Vitor Constancio, said the euro’s appreciation is helping 

to curb inflation in the euro area.  The euro’s strength and “a slowdown in growth will contribute to some 

damping of inflation,” Constancio, told reporters today in Ljubljana, Slovenia. Constancio was also 

reported as saying that the ECB is monitoring the exchange rate “`because it has effects on the economy 

and inflation.” 

 

April 7
th

 - ECB's Liebscher Sees Risk of Wage-Price Spiral -  Bloomberg News, citing Kurier News 

Paper, reported that the European Central Bank council member Klaus Liebscher said the jump in 

inflation may boost wages and drive even faster price increases.    “There’s a threat of a wage-price 

spiral,” Kurier reported Liebscher as saying.   “Price increases are currently too strong.”   Liebscher also 

said that business should only increase prices to a “moderate”' extent to prevent inflation from becoming 

more persistent.   The Euro economy “is in a better position than we considered possible only a few years 

ago,” Liebscher also told the newspaper. Still, it “can’t decouple from the U.S.,” it quoted Liebscher as 

saying. 
 

April 4
th

 - France to Cut Spending by EU7 Billion - France plans to reduce the number of civil servants, 

overhaul the administration and cut aid to companies to save 7 bln euros ($11 bln) a year by 2011, 

Bloomberg cited President Nicolas Sarkozy as saying.  “We have to make these decisions today, not 

tomorrow,” Sarkozy said in a speech at the budget ministry in Paris. Sarkozy reiterated his pledge not to 

replace 50 percent of the civil servants who retire.   

 

April 3
rd

 – Europe’s Economy Better Prepared for Shocks, ECB's Wellink Say  - Bloomberg News 

reported the following comments made by European Central Bank council member, Nout Wellink, on the 

euro and the economy.  He made the remarks at a press conference in Amsterdam.  

 

On the euro: “We seen economies can cope with a lot of fluctuations in exchange rates that we've seen in 

the past period.” “We’re gradually nearing a level where it begins to become more difficult. On the other 

hand, the limit is also related to the speed with which the currency rises. If it rises moderately, the private 

sector can adjust to it and there are more possibilities to absorb the increase without damage. If it happens 

fast, it is more problematic. The rise we’ve seen has largely been a rise via plateaus. We have been 

between $1.55 and $1.60 for some time now.” 

 

On inflation: “It is clear that uncertainty rules the world economy and that inflation is accelerating 

worldwide. It is also clear the situation on the financial markets is extraordinarily complex, with industry 

going through a difficult adapting process.”  “I’m pretty concerned about the development of inflation. 

The last preliminary figure is 3.5 percent, which differs from our medium-term goal of 2 percent.”  

“Under these circumstances, the importance of a stable monetary policy is big. From the perspective of 

the ECB, maintaining price stability is, in the medium term, the best contribution we as monetary 

authorities in Europe can make to growth.” 
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Comments and Keys Dates This Week 

 

Comments 
 

ECB's Wellink Cont’d 
 

On the economy:  “We see a considerable growth slowdown emerging in the U.S. Equity markets are 

volatile, under downward pressure. These developments will influence the world economy in a negative 

way. You need to see that against the background of worldwide inflationary pressure as a result of rising 

commodity prices.”  “The European economy is considerably better prepared to deal with shocks than in 

the past.”  “The European and Asian economies are performing well.” 

 

On the crisis in the financial markets:  “Some say we are in the midst of the crisis, but the consensus is 

this will go on for a while.”  “If you take the U.S., the housing market there is dealing with more than 10 

percent unsold houses. It's the highest level in 40 years. How do you get rid of that? By further price 

declines.” “This could go on for a couple of quarters.” 

 

Upcoming Dates 
 

Date Indicator Expectation Previous 

04/10 French Industrial Production (FEB) (M/M) 0.2% 0.5% 

04/10 
French Manufacturing Production (FEB) 

(M/M) 
0.2% 1.2% 

04/10 French Current Account (FEB) -- -2.8B 

04/10 Italian Industrial Production (FEB) (M/M) -0.4% 1.3% 

04/11 EU OECD Leading Indicator (FEB) -- 97.9 

04/11 Spanish Consumer Price Index (MAR) (M/M) -- 0.2% 

04/11 Spanish CPI (MAR) (M/M) -- 0.3% 

04/14 EU Industrial Production (FEB) (M/M) -- 0.9% 

04/15 French Consumer Price Index  (MAR) (M/M) -- 0.2% 

04/15 EU 25 New Car Registrations (MAR) -- 8.6% 

04/15 EU ZEW Survey (APR) -- -35.0 

04/15 Spanish Current Account (JAN) -- -11.6B 

04/15 German ZEW Survey (APR) -- -32.0 

04/15 Italian CPI (MAR) (M/M) -- 0.5% 

 


