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Monthly Focus: Economic Outlook

Employment
John Kakuk The June labor market report delivered a jolt of
(715)735-2307 disappointing news: job losses jumped to 467,000, breaking
Wendy Suchovsky a string of four months of diminishing declines in payroll
%ﬁ?ﬁi’éﬁ? employment; the unemployment rate rose further; and
(920)834-7628 ext 3011 average h_ourly earnings were stagnant. The Weaker-_than-
Sheila Kessel expec'ted job market W|_II cut deeper into h_ousehold incomes,
(920)834-7628 ext.3016 damping any recovery in consumer spending and an
Perry Carlson eventual turnaround in the overall economy. _
(906)_\;863-2526 ext. 4012 Aqother recent report, however, gave fre_sh evidence thaj[
Colleen Christensen the dismal jobs outlook may delay economic recovery but is
(906)863-2526 unlikely to derail it. The Institute for Supply Management’s
Send a personal e-mail by manufacturing survey in June moved up for the sixth
clicking on their name. consecutive month, suggesting that industrial output is
Our Personal Loan Website has closer to stabilizing. Indeed, details of the report indicated
more information. that new orders were basically flat from the month before

) while production actually increased a bit.
Inventories

More important for the outlook over the next several months were the responses to
questions about inventories. Manufacturers indicated their inventories were contracting
faster than in the spring, and that customers' inventories were ‘too low’. To have products
ready to ship to meet the current level of orders, firms will soon need to step up
production; as they do so, they will begin to expand their work force once again. Such an
improvement in labor market conditions will be an essential ingredient of a housing
recovery.

The Housing Cycle

Even before employment improves, though, there are encouraging signs from the
housing market. Inventories of homes-for-sale are slowly retreating from their recent
record levels in many areas. Home sales pick-up has occurred in many (but not all) states
over the past year.

For example, existing home sales in Arizona have been higher than year-ago levels for
three straight quarters, based on data through first quarter 2009 from the National
Association of Realtors®. Similarly, Nevada has recorded four quarters of rising sales
relative to year-ago; however, Michigan continues to see declines. In Florida and
California, more timely data are available on a monthly basis from their state associations
of Realtors. Through May 2009, Florida has posted sales higher than a year earlier for
nine consecutive months; California has a 14-month string of rising sales.

Many of these sales, of course, are distressed sales, consisting of short sales and sales
of foreclosed properties. Nevertheless, that indicates that there are ready buyers at current
prices, and these distressed sales do clear out the stock of for sale homes. The
consistency of the improvement hints that these markets may have reached their bottom.
Home prices tend to lag in a recovery, but even here we are starting to see the seeds of
turnaround. Price declines over the first quarter of 2009 slowed in Arizona, California,

Commentary of key housing trends by Freddie Mac Chief Economist, Frank Nothaft
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