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Numbers 
 “Facts are stubborn things, but statistics are pliable.”   
                                                                    – Mark Twain 

 
The majority of U.S. economic data are based on statistical 

samples and the various figures are typically adjusted for 
seasonal variation.  That means that the numbers are subject to 
some level of uncertainty.  For some reports, the uncertainty is 
low.  For example, the weekly jobless claims data are simply the 
total of state reports (occasionally, one or two states may need 
to be estimated due to late reporting).  At the other end of the 
scale, new home sales results are reported with a gigantic level 
of uncertainty.  Sales were reported to have risen 3.7% (±18.5%) 
in January, meaning that we can bE 90% certain that the true 
change was between -14.8% and +22.2%.  One wonders why 
they even bother.  Data typically take some time to be 
assembled.  Preliminary estimates are subject to revision. 
 

Data uncertainty can create some problems for investors.  
One should always look skeptically at any single piece of data 
and consider the broader array of information.  Stock market 
participants often react to surprises in the data (if sufficiently far 
from the median forecast) even though the surprise may not be 
meaningful.  In setting short-term interest rates, Fed officials 
look at a wide range of indicators, also paying attention to as 
much anecdotal information as they can assemble. 
 

The government’s collection of economic data picked up 
following the Great Recession, with an eye toward 
understanding and preventing serious downturns.  Many of the 
figures are geared to the old-style economy (plenty of figures on 
manufacturing, for example).  However, despite long-standing 
budget constraints, the government has adapted to a changing 
economy over time and its data methodology has evolved.  Note 
that in contrast to Canada, which has one statistical agency, U.S. 
data are spread all over the place (the Bureau of Census, the 
Bureau of Labor Statistics, the Federal Reserve, etc.).  As an 
aside, this makes it more difficult to cook the books. 
 

Candidate Trump said that the unemployment rate, officially 
reported at 4.8% in January, was really more like 42%.  That 
might be true if one counted four-year olds and grandma as 
being part of the labor force, but it’s unclear why you would 
want to do that.  It’s well known that labor force participation 
has declined significantly since before recession (from 66% to 
63% more recently) and the employment/population ratio has 
fallen (to 59.8% in January, vs. about 63% just before the 
recession).  Bringing the participation rate back up to 66% would 
allow the economy to grow faster.  However, most of the 
decline in participation has been related to the aging of the 
population and some is due to a greater tendency for teenagers 
and young adults to remain in school. 

 
The employment report is made up of two separate surveys.  

The establishment survey yields estimates of payrolls, hours, 
and wages.  The household survey generates estimates of labor 
force participation and the unemployment rate.  Note that some 
undocumented workers are captured in both surveys, but the 
Bureau of Labor Statistics cannot determine how many.  In the 
household survey, the BLS does ask whether one is foreign born 
or native born.  In January, foreign-born individuals accounted 
for 17.0% of workers.  It’s well known that undocumented 
workers will often apply for a job using an assumed Social 
Security number.  Hence, they pay into both the Medicare and 
Social Security trust funds without receiving benefits.   
 

Last week saw two proposals regarding the economic data.  
One was to not count re-exports (goods that are imported then 
exported someplace else) as exports.  This might make sense of 
you also don’t count the imported re-exported goods as 
imported.  Otherwise, the change simply expands the reported 
trade deficit (some say this is the goal), without anything really 
changing.  Needless to say, things get complicated when you 
consider that U.S. manufacturing relies on supplies, parts, and 
materials from around the world.  Some items are shipped back 
and forth across borders a number of times throughout the 
production process.  The proposed Border Adjustment Tax has 
generated a lot of pushback in Washington (in addition to 
threats of retaliation overseas). 
 

The other proposal was related to budget forecasting.  The 
impact of fiscal policy changes are calculated using static 
scoring.  That is, the economy is assumed to perform the same 
regardless of any changes in taxing and spending.  Depending on 
how far we are from full employment, tax cuts would normally 
be expected to boost growth.  Dynamic scoring, which takes the 
expected growth impact into account, should give a more 
accurate assessment of the loss in tax revenue from cutting tax 
rates.  The reason the government doesn’t do that is because it 
leads to abuse.  One can always claim that growth will be so 
strong that tax cuts don’t reduce tax receipts.  The Wall Street 
Journal reported last week that the Office of Management and 
Budget has been ordered to assume that long-term growth in 
real GDP will be 3.5% per year.  That makes it easier to cut tax 
rates.  In contrast, the nonpartisan Congressional Budget Office 
projects that real GDP growth will be a bit under 2% per year 
over the next decade, reflecting slower growth in the labor force 
(it’s also worth noting that about 40% of the labor force growth 
over the next decade is expected to come from immigration). 
 

Investors need to make informed decisions.  While the 
government’s economic figures are far from perfect, they 
provide a fairly reliable picture.  Undermining the quality of 
those statistics is something no one should tolerate.   
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Treasury Yields Dollar Equities 

 13-wk 26-wk 52-wk 2-yr 3-yr 5-yr 10-yr 30-yr $/Euro $/BP JY/$ CD/$ NASD SPX DJIA 

1/27/17 0.52 0.64 0.84 1.21 1.48 1.92 2.48 3.09 1.069 1.253 115.16 1.311 5660.78 2294.69 20093.78 
2/17/17 0.53 0.66 0.82 1.21 1.48 1.92 2.42 3.03 1.061 1.243 112.86 1.311 5838.58 2351.16 20624.05 
2/24/17 0.52 0.66 0.78 1.15 1.40 1.81 2.32 2.95 1.056 1.246 112.06 1.311 5837.69 2367.33 20821.76 

 

Recent Economic Data and Outlook 
The economic calendar was thin.  FOMC minutes suggest that 
“many” Fed officials wanted to raise rates “fairly soon.”  
 

 
 
The FOMC Minutes from the January 31-February 1 policy 
meeting showed that Fed officials “generally characterized their 
economic forecasts and their judgments about monetary policy 
as little changed since the December meeting.”  Most 
“continued to see heightened uncertainty regarding the size, 
composition, and timing of possible changes to fiscal and other 
government policies, and about their net effects on the 
economy and inflation.” Many expressed the view that “it might 
be appropriate to raise the federal funds rate again fairly soon if 
incoming information on the labor market and inflation was in 
line with or stronger than their current expectations or if the 
risks of overshooting the Committee's maximum-employment 
and inflation objectives increased.” 
 
Existing Home Sales rose 3.3% in January, to a 5.69 million 
seasonally adjusted annual rate (+3.8% y/y).  Results were mixed 
across regions (NE +5.3%, MW -1.5%, S +3.6%, W +6.6%).  

 

 
New Home Sales rose 3.7% (±18.5%) in January, to a 555,000 
seasonally adjusted annual rate (+5.5% y/y, ±25.4%).  Results 
were mixed across regions (Northeast +15.8%, Midwest +14.8%, 
South +4.3%, West -4.4%).  

 
 
The University of Michigan’s Consumer Sentiment Index edged 
down to 96.3 in February (vs. 98.5 in January).  Current personal 
finances were rated more favorably by Democrats, while future 
financial prospects were viewed more favorably by Republicans. 
 
The Chicago Fed National Activity Index, a composite of 85 
economic indicators, slipped to -0.05 in January, vs. +0.18 in 
December (the index is scaled so that zero represents trend 
growth).  The three-month average was -0.03, suggesting that 
“national economic activity was near its historic trend.” 
 
Economic Outlook (1Q17): 2.0-2.5% GDP growth. 
 
Employment:  The pace of job gains has slowed (still moderately 
strong), likely reflecting tighter job market conditions.  
Consumers:  Job growth and moderate wage increases are 
supportive for consumer spending, but real wage growth is 
slowing as lower gasoline prices fade.  Higher rents and medical 
care have been a restraint for middle income households.  
Manufacturing:  Mixed across sectors, but somewhat positive 
overall.  A strong dollar makes it more difficult for U.S. 
exporters, but helps firms that import raw materials.  Trade 
disputes could interrupt supply chains.  
Housing/Construction:  Job growth has remained supportive, 
but higher home prices and rising mortgage rates are a restraint 
for first-time buyers.  Tax cuts are expected to help fuel the 
demand for vacation homes and second homes in 2017.  
Prices:  Ex-food & energy, the PCE Price Index has continued to 
trend below the Fed’s 2% target.  There is little inflation in 
consumer goods.  Inflation in consumer services has been 
boosted by higher rents.  Wage gains are moderate, but rising. 

Interest Rates:  The Fed remains in tightening mode, but is 
expected to proceed cautiously as it normalizes policy.   
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This Week:     forecast last last –1 comments 
         Monday 2/27 8:30 Durable Goods Orders Jan +2.0% -0.5 -4.7 quirks in aircraft orders 
     ex-transportation  +0.5% +0.5 +1.1 a moderate trend 
     nondef cap gds ex-aircraft  +0.6% +0.7 +1.7 trending higher since May 
  10:00 Pending Home Sales Jan NF +1.6 -2.5 choppy, but a modest trend higher 
         Tuesday 2/28 8:30 Real GDP (2

nd
 estimate) 4Q16 +2.1% +3.5 +1.4 +1.9% in the advance estimate 

   Priv Dom Final Purchases  +2.9% +2.4 +3.2 +2.8% in the advance estimate 
  8:30 Advance Econ Indicators     January trade and inventory data 
  9:45 Chicago PM Index Feb 52.0 50.3 53.9 moderate (but a bit erratic) 
  10:00 CB Consumer Confidence Feb 110.2 111.8 113.3 edging back, but still strong 
  19:00 Trump Addresses Congress     technically not the SOTU, but same diff 
         Wednesday 3/01 8:30 Personal Income Jan +0.5% +0.3% +0.1% some income shift from Dec to Jan 
   Personal Spending  +0.3% +0.5% +0.2% auto sales down, gasoline prices up 
   PCE Price Index ex-f&e  +0.2% +0.1% 0.0% the core CPI rose 0.308% 
  10:00 ISM Manf. Index Feb 55.6 56.0 54.5 moderately strong 
  2:00 Fed Beige Book     focus on job market and inflation outlook 
  tbd Motor Vehicle Sales Feb 17.4 17.5 18.3 some weather impact 
     domestically built  13.5 13.6 14.2 trend likely to be about flat 
  18:00 Fed Gov Brainard speaks     “Economic Outlook and Monetary Policy” 
         Thursday 3/02 8:30 Jobless Claims, th. 2/25 243 244 238 still trending low 
         Friday 3/03 10:00 ISM Non-Manf. Index Feb 56.4 56.5 56.6 moderately strong 
  1:00 Fed Chair Yellen Speaks     “Economic Outlook” 
  1:00 Fed VC Fischer Speaks     “Monetary Policy Decision-Making” 
         Next Week:         
         Monday 3/06 10:00 Factory Orders Jan NF +1.3% -2.3% most of the volatility is in durables 
         Tuesday 3/07 8:30 Trade Balance, $bln Jan NF -44.3 -45.7 likely a bit wider 
     goods only  NF -65.7 -66.9 higher oil prices 
  1:00 Treasury Note Auction     3-year notes 
         Wednesday 3/08 8:15 ADP Payroll Estimate, th. Feb +160 +246 +151 moderate 
  1:00 Treasury Note Auction     re-opened 10-year notes 
         Thursday 3/09 8:30 Jobless Claims, th. 3/04 245 243 244 still trending low 
  8:30 Import Prices Feb NF +0.4% +0.5% seen little changed 
     ex-food & fuels  NF -0.1% +0.1% not much pressure 
  1:00 Treasury Bond Auction     re-opened 30-year bonds 
         Friday 3/10 8:30 Nonfarm Payrolls, th. Feb +165 +227 +157 some rebound in education jobs 
     private-sector  +155 +237 +165 moderate 
   Unemployment Rate  4.7% 4.8% 4.7% little changed 
     employment/population  59.8% 59.9% 59.7% January increase was unusual 
   Avg. Weekly Hours  34.4 34.4 34.4 seen steady 
   Avg. Hourly Earnings  +0.3% +0.1% +0.2% wage pressure building, but still moderate 

  

This Week… 
The economic calendar picks back up, with the second look at 
fourth quarter GDP, February consumer confidence, and the 
latest ISM surveys.  Durable goods orders are normally choppy 
from month to month and January figures are often quirky 
(aircraft, don’t ask) – but pay attention to capital goods orders 
and shipments, which may provide an early read on business 
fixed investment.  Personal income and spending figures will 
present a picture of the household sector’s health at the start of 
1Q17.  Investors will be looking for fiscal policy details in 
President Trump’s address to Congress on Tuesday evening, but 
we may not hear any specifics regarding the timing, 
characteristics, and size of tax cuts.  Fedspeak also picks up with 
Chair Yellen and Vice Chair Fischer overlapping on Friday. 

Monday 
Durable Goods Orders (January) – Following a soft patch of 
several months, orders and shipments of capital goods began to 

turn up last summer, strengthening further after the election.  
There is certainly room for further improvement in the near 
term.  Aircraft orders are often quirky at the start of the year.  
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Tuesday 
Real GDP (4Q17, 2nd estimate) – Most key components were a bit 
higher than in their initial estimates.  However, there are 
unknown adjustments to other components.  Focus on Private 
Domestic Final Purchases (+2.8% in the advance estimate). 
 
Advance Economic Indicators (January) – Not market-moving, 
these data (preliminary January merchandise trade, wholesale 
and retail inventories) will help set expectations for 1Q17 GDP. 
 
Chicago PM Index (February) – The headline figure has been 
more erratic than usual over the last year.  Details should 
remain consistent with moderate growth. 
 
CB Consumer Confidence Index (February) – The Conference 
Board’s measure edged back in January (subject to revision in 
this report).  Job market perceptions should continue to 
improve (although there is a fair amount of monthly noise).  

  
President Trump Addresses Congress – Technically, this is not an 
official State of the Union address, but it serves the same 
purpose.  Market participants have been optimistic since the 
November election, but many want to see some details. 

Wednesday 
Personal Income and Spending (January) – Expecting lower tax 
rates, some individuals likely shifted income from December.  
However, adjusting for inflation, real aggregate personal income 
had slowed in the second half of 2016.  

 

 
ISM Manufacturing Index (February) – The headline figure is 
likely to remain consistent with moderate growth in the factory 
sector.  Watch the gauges on new orders and employment.  

 

Thursday 
Jobless Claims (week ending February 25) – Much of the seasonal 
noise is behind us, leaving claims on a very low trajectory. 

Friday 
ISM Non-Manufacturing Index (February) – The ISM’s other 
survey is expected to be consistent with moderate growth in the 
overall economy.  Keep an eye on input price pressures. 
 
Fed Chair Yellen Speaks – Janet Yellen will address the 
Executive’s Club of Chicago on “The Economic Outlook.”  If the 
Fed is moving closer to a March 15 rate hike, we should get 
some clear hints.  However, Fed policy will depend on the data. 
 

Next Week … 
The employment report arrives on the third Friday following the 
week of the 12

th
 (which is usually, but not always, the first 

Friday of the month).  Payroll growth is likely to have been 
moderately strong in February. 
 

Coming Events and Data Releases 

March 15 Consumer Price Index (February) 
Retail Sales (February) 
FOMC Policy Decision, Yellen press conference 

March 17 Industrial Production (February) 

March 24 Durable Goods Orders (February) 

April 7 Employment Report (March) 

April 14 Good Friday Holiday (markets closed) 

May 3 FOMC Policy Decision (no press conference) 

June 14 FOMC Policy Decision, Yellen press conference 

July 26 FOMC Policy Decision (no press conference) 

September 20 FOMC Policy Decision, Yellen press conference 

November 1 FOMC Policy Decision (no press conference) 

December 13 FOMC Policy Decision, Yellen press conference 
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