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Weekly Econotes 

APRIL 18, 2008

Economic data looked a little better this 

week, and better-than-feared corporate 

earnings led to increases in equity prices 

and bond yields. Our recession call still 

stands, however, owing to the deteriora-

tion in key cyclical indicators. 
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“The recent drumbeat of poor economic news abated a 
bit over the past month, further encouraging expectations 
that a recession in the U.S. will be avoided.” That quote is 
from the Blue Chip Economic Indicators on March 10, 
2001 – the same month that the 2001 recession began. 
 
The point is not to single out Blue Chip for missing the 
last recession. The average of approximately fifty pro-
fessional forecasts, the Blue Chip consensus is as con-
sistently accurate a forecast as one can find. Rather, the 
message is to avoid concluding that the recent modera-
tion in economic indicators is an all-clear signal. 
 
Industrial production increased 0.3% in March, as a 1.9% 
rise in utility output combined with a 0.1% gain in manu-
facturing. Mining output rose 0.9%. The small gain in 
manufacturing obscured divergent trends beneath the 
surface, and the rise in utility output was a rebound from 
a weather-induced drop of 3.6% in February. 
 
Motor vehicle output decreased 5.4%, due to the strike at 
parts-maker American Axle, which led to the shutdown of 
assembly plants. Light motor vehicle assemblies fell to an 
annual rate of 9.17 million units from an already-low 9.86 
million unit rate in February. Elsewhere within manufac-
turing, primary metal production fell 2.6% and machinery 
production edged down by 0.1%. Production gains in 
high-technology, which increased 2.6%, and other areas 
largely offset the weakness in transportation equipment. 
 
Even so, downward revisions to February data left the 
March level below the original February level, and the 
sector carried little momentum into the spring. During the 
first quarter, manufacturing production fell 0.5% annual-
ized, following a 0.6% decline in the fourth quarter. 
 
Retail sales increased 0.2% in March, following an up-
wardly revised February decline of 0.4%. The year-over-
year rate of change slipped to 2.0% in March. Excluding 
sales at gasoline stations and auto dealers, sales were un-
changed and remained slightly below the July 2007 level. 
For the quarter, sales were unchanged – the weakest 
quarterly performance since the first quarter of 2002.  
 
The Conference Board’s leading economic index edged 
up by 0.1% in March after falling 0.3% in February, and 

the five of the ten components made positive contribu-
tions. The last six times that the index declined for five 
straight months, however, as it did in February, the econ-
omy was in recession. 
 
Economic data looked a little better this week, and better-
than-feared corporate earnings led to increases in equity 
prices and bond yields. Our recession call still stands, 
though, owing to the recent deterioration in key cyclical 
indicators.
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