
January 5, 2009 
 

DR. RATAJCZAK’S WEEKLY COMMENTARY 
 

ECONOMIC INDICATORS FOR THE WEEK BEGINNING JANUARY 5, 2009 
Date Announcement Estimate Last Announcement 

01/05/09 Construction - Expenditures -1.5%   $     1,056.51 Nov -1.2%   $    1,072.60 Oct 
01/06/09 Manufacturers' - Shipments -3.5%   $        403.08 Nov -3.2%   $       417.70 Oct 
01/06/09                          - Inventories -0.3%   $        553.47 Nov -0.6%   $       555.14 Oct 
01/06/09                          - Orders -1.7%   $        400.44 Nov -5.1%   $       407.37 Oct 
01/09/09 Payroll Employment  (578)           135,589 Dec  (533)          136,167 Nov 
01/09/09 Civilian Unemployment Rate   7.1% Dec   6.7% Nov 
01/09/09 Consumer Installment Debt 0.5% a.r.  $     2,579.17 Nov -1.6% a.r.  $    2,578.10 Oct 

 
Changes denoted by bold type.  All percent changes are from the previous period unless the next column shows a.r. 
which means the percentage change then is the annual rate.  Payroll changes are in thousands, not percentages. 

 
WEEKLY COMMENTARY FOR WEEK BEGINNING JANUARY 5, 2009 

 
NOTE: I WILL BE OUT OF THE COUNTRY AND WILL NOT HAVE A WEEKLY OR AN EMPLOYMENT 
COMMENTARY NEXT WEEK.  MY COMMENTARY THE SUBSEQUENT WEEK ALSO WILL BE DELAYED 
SLIGHTLY.  HOPEFULLY, THE MARKETS WILL DO WELL AS I TRAVEL, UNLIKE LAST YEAR.   
 
COMMENTARY - Apparently, many analysts learned that long treasuries provided some of the best investment returns last 
year and are discovering that the spreads between treasuries and comparable tax exempt or corporate maturities are unusually 
wide.  As a result, the word now is to buy the long maturity bonds (and if you are brave, go after the low rated ones that are 
predicting double digit default rates).  The tax exempts have been slower to respond, as banks have alternative write-offs for tax 
purposes called contributions to loan loss reserves.  However, California has discovered that individual investors are receptive if 
they are approached (though they have not been flooding into tax exempt funds, which continue to struggle in their payouts as 
exemplified by a few Pimco funds).   
 
I certainly believe the bond market is discounting more serious default risks and ratings downgrades than will occur (though who 
trusts ratings today).  Therefore, I also am an advocate of buying bonds.  However, the spreads have already begun to narrow.  
For example, the Baa corporate bond in Moody’s seasoned index peaked at a 9.20% yield just over a month ago and is now 
below an 8% yield.  The Aaa spread to 10 year treasuries also has narrowed to 250 basis points, though a normal spread would 
be only slightly over 100 basis points.  Thus, investors who shun these opportunities must assume either that the treasuries will 
rise sharply in yield or the economy will deteriorate sufficiently to create the ratings downgrades and defaults that are implied by 
the current yields.   
 
The argument for a sharp yield increase for treasuries must rely upon a shift in the policy rate—something the Fed says it will 
not do for an “extended” period of time—, a shunning of U.S. assets by international investors, or a surge in supply that will 
overwhelm asset demand.  Let us dismiss the policy rate shift, at least until the fourth quarter.  I also discount the shunning of 
U.S. assets as the only other market with enough instruments to challenge the U.S. is in London priced in pounds.  The 
uncertainty of that currency value virtually rules out such alternatives.   

 

 

The information contained herein is based on sources considered to be reliable but is not represented to be complete and its accuracy is not guaranteed. The opinions expressed herein reflect the judgment 
of the author at this date and are subject to change without notice and are not a complete analysis of every material fact respecting any company, industry or security. Morgan Keegan & Company, Inc. and 
its officers, directors, shareholders, employees and affiliates and members of their families may make investments in a company or securities mentioned herein before, after or concurrently with the 
publication of this report. Morgan Keegan & Company, Inc. may from time to time perform or seek to perform investment banking or other services for, or solicit investment banking or other services from 
any company, person or entities mentioned herein. Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any security. ©1999 Morgan Keegan & 
Company, Inc. 

 

“Ratajczak's Economic Comments” is prepared by Dr. Donald Ratajczak, PhD., Morgan Keegan’s Consulting Economist. This report is a transcript of 
comments made by Dr. Ratajczak and should be read in that context.   Additional information is available upon request. 
 
The securities and other investment products described herein are: 1) Not insured by the FDIC, 2) Subject to investment risks, including possible loss of the principal 
amount invested, 3) Not deposits or other obligations of, nor guaranteed by Morgan Keegan & Company, Inc., Regions Financial Corporation or any of their affiliates. 
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The supply argument is more compelling as nearly $2 trillion in new bonds will be offered in 2009 and only about $400 billion 
will be replacement.  Perhaps the desire for security in securities will diminish later this year and the long bond will rise in yield.  
I certainly would support the hedging strategy of buying the corporates and shorting the comparable treasury maturities, but do 
not believe that will appreciably raise treasury yields, largely because inflation will be relatively low.  The CPI could increase 
less than 1%, which makes the 2.2% yield on 10 year bonds an equilibrium return.  OK, the CPI certainly will increase well 
above 2% the next year, but investors have been slow to look beyond a short term horizon.   
 
Now that I’ve discounted the sharp yield increase for treasuries, at least for 2009, let’s examine the deterioration in the economy.  
No question job losses are rising much more rapidly than I thought only a few months ago, and I was on the high side of many 
economists.  Also, the government as banker has been less than optimal.  Nevertheless, they are serving as banker (or investor) 
for major industries and the financial community.  Also, money growth remains extremely elevated.  The flight to liquidity and 
precautionary balances certainly explains much of this growth.  Nevertheless, at some point those injected liquid assets will 
begin to spill into other asset values.  Ultimately, that might mean higher inflation, but initially, real economic activity will be 
stimulated.  (The Friedman hypothesis is 6 to 9 months for a real response and 18 to 24 months for an inflationary reaction.)   
 
To be sure, the collateralized value of loans continues to deteriorate, causing further reductions in lending capacity.  Also, the 
government’s investments probably replaced only about a third of what was lost.  However, the economy is responding now to 
the losses and not yet recognizing that capital write-downs are being offset by preferred stock injections by the government.  
Unless collateralized values collapse all year, the declining nominal activity will soon be brought into balance with the lowered 
but stabilizing lending capacity.  While I do not yet see evidence of a deceleration in the rate of decay in economic activity, I 
believe the deceleration will be apparent soon.  Thus, a dramatic plunge in jobs and economic activity in the fall should be 
followed by a smaller dip in the winter and an attempt at stability sometime in the spring.   
 
None of that is assured, but I believe such an outcome is reasonable in light of the policies that are currently being pursued.  
Remember, a government stimulus program also will offset any unreasonable fears of the future that the consumer or corporate 
investors may harbor.  (The latest confidence index showed some irrational fears of near term inflation remained in consumer 
fears.)  Thus, even without signs that the decay is decelerating, I am fairly confident that job losses are peaking and will soon 
diminish substantially.  When that occurs, the declines in operating profits will diminish and probably reverse late this year.  
Couple that with falling Baa rates, and the value of enterprises should be rising significantly before this year ends.   
 
Thus, corporate and tax exempt longer term maturities early this year followed by equities in the second half of the year may be 
the correct investment strategy.  By the time the data confirm this, most of the opportunity may already be exploited, but I 
understand why investors are cautious.  After all, the Federal Reserve forecast improvement during the second half a year ago, 
and this best of all forecasters in the past quarter century was spectacularly wrong in 2008.  (When I get around to my January 
Summary, I will review my own wayward rants of a year ago as I preview 2009.) 
 
EMPLOYMENT - Claims fell Christmas week as government services were closed a portion of the week.  They also will 
be closed parts of the next reporting week, but the change from the 492,000 of Christmas week will be closer to normal.  A spurt 
may also be expected in the subsequent week before more normal behavior is restored.  For these reasons, the sharp drop in 
claims must be discounted.  I expect a jump to 550,000 claims in the New Year’s week followed by a shot at the 586,000 peak 
for this cycle that occurred just before the holiday distortions.   
 
In the previous week, those receiving payments jumped to more than 4.5 million.  The four week average jumped by more than a 
hundred thousand to 4.42 million.  Job losers are not finding new jobs.   
 
While I did not expect the sharp dip in claims (after all, the data supposedly are seasonally adjusted), I see no reason to change 
my payroll estimates.  Nevertheless, my guess is that the December job loss will be the cyclical peak and that job declines will 
diminish in subsequent months.   
 
In that week before Christmas, eight states showed declining claims while 18 showed large increases.  Massachusetts, Georgia 
and New Jersey were some of the states with improvements.  The states with improvements usually cited manufacturing, 
construction, or trade for their improvements.  California, Kentucky, Michigan, and Missouri led the rising claims states with 
auto and construction receiving most of the comments.  No regional differentials were apparent from the state information.   
 
CONSUMER ACTIVITY - The more widely respected Conference Board estimates of consumer confidence established 
a new low for the index.  This differed from the Michigan index, which showed some improvement in confidence.  Some 
irrational fears were apparent in the Conference Board survey, with consumers still worried about elevated inflation in the year 
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ahead.  Those expectations almost certainly will not be realized, but the fears show how concerned consumers have become 
about all economic conditions.   
 
Surveys of consumer spending were disappointing in December, which may have deteriorated even more than November.  When 
this is coupled with further price declines for gasoline, another large dip in consumer spending now is likely for the month.  As I 
already expected this, no changes were made to my projections reflecting such deterioration.   
 
My current estimates are that about $260 billion of the $400 billion reduction in current consumption needed to rebalance current 
spending with future purchasing power after the loss of wealth has now been achieved.  That is the strongest case for a 
deceleration in the decay, but clearly does not yet mean that the downturn is over.   
 
AGRICULTURAL PRICES - Agricultural prices dropped slightly more than I expected, but an upward revision in 
earlier months meant the prices were slightly higher than I expected.  These changes were minor and require no adjustments 
either in my trade prices or in the producers’ or consumer prices.  They confirm that another large decline in headline prices is 
expected in December.   
 
Just as they led the upturn, crop prices also led the decline, falling 7.1% for the month.  Livestock prices fell a smaller 3.2%.  As 
feed costs continue to decline, I expect that livestock prices will begin to firm (unless the harsh winter justifies higher 
slaughtering than currently anticipated).  Certainly, some firming in the spring now seems likely for most livestock.  Prices fell 
for cattle, corn, milk and soybeans while prices rose for broilers, strawberries, lettuce and hogs.  I expect some further price 
increases for fruits and vegetables because of winter weather conditions.  That might create a jump in food prices for January, 
but such speculation remains premature at this point.   
 
MONETARY ACTIVITY - The latest monetary release contains information only through the December 15 week.  The 
data will continue to be delayed next week.  Some downward adjustments in November trimmed the gains slightly, but they were 
mighty gains.  So far in December, dramatic gains in the money stock continue.  Currency demand apparently intensified 
slightly, suggesting that financial fears remain heightened.  Precautionary balances also appear to be significant while the return 
of assets to money market accounts is slow.  The beneficiaries have been bank deposits.  Unless banks are paying too much for 
these deposits, some lowering of bank cost of funds must be happening.  If banks seek the corporate and tax exempt issues 
instead of treasuries, they probably can earn more on the investment portfolio than on the loan portfolio at this time.  This does 
not solve the bank lending problem, but it does begin to heal the earning capacity of banks, which will open the door to lending 
later in the year.   
 
INTEREST RATES - Just as the year ended, investors sold the long end of the treasury curve.  As a result, the spreads 
between 2 and 10 year maturities widened from 127 to 144 basis points.  So far, that retrenchment has not impacted other rates, 
where spreads continued to narrow.  Even the tax exempts experienced a narrowing of their 2 to 10 spreads to a still remarkably 
high 212 basis points.   
 
I believe the Fed will preserve a near zero target rate for an “extended” period of time.  Investors apparently expect no deviation 
from that policy until early next year as reflected in the 2 year yield.  I generally concur with that expectation.  While I am 
worried about government supply, the current ten year yield is consistent with equilibrium values for this year’s expected rate of 
inflation (1 percent inflation and 1.25 percentage points of real return).  Therefore, I would not expect to see any further 
steepness in the yield curve until late this year.  Indeed, a flattening to the 120 basis spread is more likely.   
 
Other spreads are beginning to narrow as analysts increasingly predict longer maturity bonds will be an investment winner in 
2009.  I certainly agree with this assessment and encourage some lengthening of the maturity structure early in the year to 
capture good coupons and potential capital gains.  Gains also are likely for mortgage backed securities as the Fed intensifies its 
acquisition of mortgage vehicles in the recently established $600 billion facility.   
  
CURRENCY MARKETS - A look at year end currency values would show little change from a year ago for the euro and 
loonie, but dramatic changes for the yen and the pound.  The carry trade collapsed, leading to a dramatic strengthening of the yen 
and a return to deflation in that country.  Despite appropriate monetary policy, the pound could not withstand a real estate 
collapse that caused non-residential construction to collapse faster than residential values until late in the year.  Some analysts 
have indicated that London’s jobs are 30% financial as compared to the 12% concentration in New York.  When the financial 
sector slumped, England had to cut rates.  They still have further to cut, so expected narrowing of interest rate differentials 
continues to plague the pound.  Could the near parity with the euro lead to a merger of the two currencies (a serious blow to the 
dollar if that does happen)? 
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With the U.S. also near zero interest rates, the yen no longer leads any carry trade that might develop.  Perhaps the Japanese will 
get the policy right this time and buy other currencies with their yen.  That is the only way I see to forestall another bout of 
deflation in the next year or so.  I am assuming they have learned this lesson and will follow more appropriate currency 
depreciating policies than the last time they had deflation.   
 
The loonie is a resource currency and will rise or fall with resource prices.  Of course, I do not expect oil to continue trading at 
$40 dollars a barrel well into 2009.  I believe something in the $70-$80 range will be established during the driving season and 
will be preserved as Saudi Arabia chooses to use some shut in capacity rather than price to balance the markets when demand 
resurfaces.  Other commodities also should soon stabilize in price as the surge in protein demand subsides with world economic 
growth (a protein surge means more pressure upon crops, which are more intensely used to generate livestock than they are to be 
consumed directly).  I might be too aggressive in assuming further deterioration in the Canadian dollar through 2010, but I 
certainly believe some further erosion is likely in 2009.   
 
The pound and euro probably remain over-valued relative to the dollar but the gap has been closing.  Their expected strength in 
the next two years, with the euro leading the pound, is because of a reduction in the importance of dollar assets as international 
investors encourage a broader offering of euro based assets.  Of course, the interest rate differentials should narrow in the next 
few months, which could cause a dollar rally, but I expect that to be reversed before the end of the year.   
 
Certainly, the outlook is not bad for the dollar, as reflected in the slight uptick in the broad index.  Nevertheless, the dollar 
probably cannot sustain the major rally it experienced in the second half of 2008 as the world financial system was on the verge 
of collapse.   
 
EQUITIES - Last year everything was against equity ownership.  Profits were plunging, corporate interest rates were surging, 
and fears of future negative surprises were heightened.  That analysts were slow to adjust their earnings projections to decaying 
macroeconomic conditions only exacerbated the correction when it arrived.  While I continue to hope that analysts will do more 
analysis and less reporting (of company guidance, which can be very faulty), I must assume that optimism again will prevail 
early this year with realism occurring as events show the errors of their earnings forecasts later in the year.  While this pattern 
does not always happen (2010 could be a rare year where macroeconomic conditions enhance earnings expectations as the year 
progresses) I expect it will in 2009.   
 
Fortunately, not everything is bleak in 2009.  Profit declines early in the year will easily surprise most expectations.  However, 
expectations could begin to cut too much from guidance later in the year.  If only profits mattered, this would mean further 
declines in equity values through the spring and then a second half rally.   
 
However, I have been using the corporate Baa bond for my discount factor.  When the change in operating profits as estimated 
by my model and the surge in Baa yield in the fourth quarter is combined, I estimate that the equilibrium S&P fell 32% in the 
quarter.  The actual S&P decline was 30%, which is close enough for such models.   
 
The Baa bond already has rallied by 10% as we enter the first quarter.  While operating profits almost certainly are slumping 
further, I doubt that they will have fallen another 10% (a 40% annualized rate following my estimate of a 60% annualized drop 
in the fall).   Certainly fears of negative surprises will remain intense, but I doubt that they will become more intense than in the 
fall.  Thus, a small uptick in equity values should be expected even with expectations of further deterioration in operating profits.  
If the downtrend in Baa yields continues, as I project, and operating profits improve later in the year, a classical bull recovery 
with gains of more than 30% in the first eighteen months of the rally should be expected.   
 
The rebounding dollar has undercut some of the multinationals, whose profits from abroad will be sharply lower.  This could 
reverse modestly by the spring, though domestic country profits will be falling for most of these entities.  Thus, the Dow 
probably will lag the gains in other parts of the equity market.   
 
The macroeconomic conditions suggest that the strength will start in homebuilding, consumer stables and pharmaceuticals and 
then spread to higher beta technology and consumer discretion.  Transportation may lag slightly, although the drop in operating 
costs could create leaders in the airlines and courier services.  Unfortunately, industrial materials, including energy, and 
nonresidential construction could continue a downtrend through much of the year.   
 
I now believe the traditional smaller cap rally will precede the general market rally, suggesting that the Morgan Keegan universe 
could be a winner in 2009.    
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MORGAN KEEGAN UNIVERSE - Aside from those investing in long maturity treasuries, there were few winners in 
2008 as the MK universe contracted by 40% (about the same as the S&P for those who look at relative rather than absolute 
returns).  The homebuilders were the only winners while the petroleum and regional bank segments were among the big losers.  
Our health services and consumer services outperformed the market segments, but still lost double digits in value.  The only 
consolation is that the MK universe began to rally in December despite further erosion in energy even as values declined slightly 
for the overall market.   
 
I realize I probably said this a year ago, but I believe the MK universe will outperform the S&P benchmark by 10 percentage 
points in 2009.  As I mentioned above, small cap stocks may outperform their larger segment brethren.  That is beneficial to the 
MK universe which generally contains more smaller cap issues.   
 
Of course, there are problems in some of the segments.  The oil patch has contracted sharply, but have they dropped enough to 
reflect new realities in that sector?  Oil demand remains under pressure, though the erosion of demand appears to be slowing in 
the U.S. In the past four weeks, gasoline disappearance is down 3.2% but the decline is only 1.9% in the latest week.  Clearly, 
producers have not seen an equity price erosion equal to the decline in oil prices.  This may mean that oil prices are expected to 
rise, though not to the $110 average of 2008.  I concur that some rise is likely and it will stop at the $70-$80 range during the 
driving season.  Prices should be stable following that for a couple of years as OPEC excess capacity begins to be used instead of 
price, as in past price dips when demand initiated rebounds.   
 
I am more concerned about the oil service sector.  Our followings are smaller companies that can easily be overwhelmed by 
drastic capital expenditures cutbacks, which I expect will happen this year.  These may be my least favorite offerings at this time.   
 
While I also am concerned about consumer stocks, I believe most of the ills have been priced into the stocks at this time.  
Everything was negative for restaurants in 2008.  Low real earnings from higher gasoline prices, falling employment, rising 
capacity and trading down by consumers to quick service all worked against the restaurants.  Falling employment and trading 
down will remain problems in 2009, but capacity declines and rising real earnings will be working in favor of the sector.  Instead 
of the large negative in 2008, I see a slight positive in 2009 with larger positives if employment stabilizes near the end of the 
year.   
 
We have been more adept at selecting consumer special situations which allowed better than market performance in that sector.  
Some rural activity may suffer, but I still see market outperformance in the segment.  Therefore, I do expect better performance 
from our consumer offerings than those provided from the overall market consumer segment.   
 
Everyone is asking about the banks.  Obviously, banks remain timid in addressing their loan quality in their loan loss reserves.  I 
am hoping that the regulators may encourage them, especially the larger banks, to accept their problems so that earnings can 
grow following a large loss to restore appropriate loan loss coverage for the loan portfolios.  Until that happens, I see struggles in 
the regional and especially national banks.  Even the community banks are suffering as collateral values continue to deteriorate 
and the intensity of the recession creates larger than normal defaults.  I would wait until real estate values stabilize, perhaps in 
the spring, before springing on the banks.   
 
Is there hope for insurance?  Despite the damage done by credit default swaps, I think there is.  Indeed, those who did not drift 
away from their normal operations are now facing firming premium markets because of the large losses in investment portfolios.  
Could we have a combined rebound in premium income and improving investment returns in 2009?  If you think yes, then buy 
this segment.  (The good news is that insurance companies who did not stray into CDS’s understand risk.  Who said annuities 
should not be a part of an investment portfolio?  Their guarantees assure a legacy where the traditional 401K’s did not in 2008.) 
 
Just as I am concerned about the oilfield service companies, I remain perturbed about the REITs.  Rents are under pressure, cap 
rates are rising, and traditional investors are shunning the funds.  With declining jobs, double digit declines in leisure activity, 
falling inventories, and declining consumer spending, what real estate values should be rising?  Even the building materials are 
falling.  With sharply declining land prices, that means replacement assets easily can undercut existing assets.  Yet, financing is 
not available for construction so the nonresidential construction companies also are hurting.  The only exceptions are those doing 
resurfacing and bridge repair, a potential beneficiary of the Obama administration.   
 
Health services other than REITs have potential, though their prices may have declined less because of defensive investing.  
Thus, their rebounds might be smaller than the overall market.  Nevertheless, this is an area where our analysts appear to be 
outperforming their benchmarks, so the MK universe should benefit from developments here.   
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Declining unfilled orders suggest that capital spending will be challenging in the first half of 2009.  That poses a problem for our 
technology offerings.  With consumers also clamping on spending, the semiconductors clearly are struggling.  However, 
transactions processing also could struggle as those points of sale actually begin declining.  Nevertheless, these are high beta 
stocks and they could buck the capital spending trend in a strong market environment.  The communications segment remains 
unclear, though orders have done somewhat better than other durable goods sectors.   
 
I wonder if the drop in maritime values has completely discounted the drop in world trade.  I don’t expect that decline to persist 
through 2010, but rental rates for vessels definitely have plunged.  Rail rates also are dropping.  While couriers tried to push 
through a strong price gain in January, I doubt that this will be successful.  Nevertheless, lower operating costs probably support 
gains in this area.  Truck carriers with full loads might hold their volume losses and definitely will experience lower operating 
costs.  If so, they may do well, especially in the second half of 2009.  The LTL is more difficult to judge, but I suspect that 
operating cost reductions and slower capacity growth will help to building profitability later in the year.  Unfortunately, losses 
and some bankruptcies will happen first.   
 
Our special situations have been struggling and will continue to do so through the early months of 2009.  A rebound later in the 
year is likely, however.   
 
Picking the best investments in 2009 will remain difficult, but I do believe a bull market is brewing.  If so, strong equity gains by 
the spring are likely with a potential for 30% improvement in equity values in the next 18 months.  If I wanted to outperform the 
markets, I probably would be in longer maturity bonds early in the year and then switch to small cap stocks sometime in the 
spring.  However, remember that I was off by about 40% in my equity estimates for 2008 (though the Treasury Secretary almost 
certainly was responsible for some of that). 
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ECONOMIC INDICATORS FOR THE WEEK OF JANUARY 5, 2009 

 2008 2009 2010 Ann. Ann. Ann. Ann. 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 H1 2007 2008 2009 2010 
91-Day Bills 2.07 1.65 1.52 0.02 0.10 0.25 0.33 0.68 1.39 4.47 1.32 0.34 1.56 
Prime Rate 6.21 5.08 5.00 3.95 3.25 3.25 3.25 3.55 3.96 8.05 5.06 3.33 4.42 
Fed. Funds 3.18 2.08 1.94 0.25 0.15 0.20 0.25 0.55 0.99 5.02 1.86 0.29 1.41 
2-Yr. Note 2.02 2.42 2.36 1.11 0.76 0.83 1.02 1.36 1.62 4.36 1.98 0.99 2.14 
5-Yr. Note 2.75 3.16 3.10 1.97 1.45 1.56 1.77 2.02 2.29 4.43 2.75 1.70 2.58 
10-Yr. Note 3.66 3.89 3.86 3.12 2.18 2.20 2.36 2.63 2.89 4.63 3.63 2.34 3.26 
30-Yr. Bond 4.41 4.58 4.45 3.65 2.64 2.67 2.85 3.21 3.49 4.84 4.27 2.84 3.86 
Aaa 5.46 5.60 5.65 5.85 4.65 4.57 4.55 4.56 4.70 5.56 5.64 4.58 4.77 
Baa 6.75 6.99 7.21 8.83 7.91 7.80 7.65 7.53 7.59 6.48 7.45 7.72 7.66 
S&P 1350 1372 1252 882 943 989 1048 1101 1146 1477 1214 1020 1165 
Dow Jones 12385 12509 11322 8747 9269 9683 10128 10642 11143 13170 11241 9931 11287 
NASDAQ 2333 2426 2291 1559 1648 1721 1805 1894 2013 2577 2152 1767 2056 
 

SHORT TERM FINANCIAL PROJECTIONS 
 Past Week This Week 30 Days 60 Days 

Federal Funds 0.10  0.11  0.12  0.12  
Commer. Paper 0.38  0.40  0.43  0.46  
10-Yr Treasury 2.14  2.15  2.13  2.15  
30-Yr Treasury 2.62  2.63  2.62  2.65  
Aaa 4.66  4.64  4.65  4.65  
Baa 8.03  7.97  7.96  7.91  
Blm. 20 Yr Muni 5.14  5.10  5.06  5.02  
Blm. 30 Yr. Mtg. 5.26  5.18  5.14  5.08  
         
Dow Jones 8776 * 8869 * 9146 * 9265 * 
S&P 903 * 918 * 933 * 944 * 
NASDAQ 1577 * 1602 * 1628 * 1639 * 

* Friday estimates 
 

CURRENCY MARKETS 
 Friday This Week End of 2009 End of 2010 

Euro 1.389 1.385 1.356 1.409 
Pound 1.444 1.425 1.406 1.428 
Yen  91.2 91.9 94.6 100.2 
Canadian 1.220 1.229 1.263 1.307 
Broad Index 107.8 108.2 109.7 109.5 
 

MONEY MEASURES 
M-1 $ 23.7 $ 15.5 13 week annual rate 32.6% 
M-2 $ 44.1 $ 10.3 13 week annual rate 13.5% 
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ECONOMIC INDICATORS FOR THE WEEK BEGINNING JANUARY 5, 2009 
Date Announcement Estimate Last Announcement 

01/10/09 Monthly - M1 2.8%   $     1,565.23 Dec 3.4%   $    1,522.60 Nov 
01/10/09                - M2 1.3%   $     8,037.65 Dec 0.7%   $    7,934.50 Nov 
01/13/09 Trade - Deficit    $      (53,540) Nov    $     (57,190) Oct 
01/13/09 Goods - Exports -2.8%   $      101,862 Nov -3.8%   $     104,796 Oct 
01/13/09             - Imports -3.8%   $      167,974 Nov -1.5%   $     174,609 Oct 
01/13/09 Services - Exports -0.1%   $        46,883 Nov -0.7%   $       46,930 Oct 
01/13/09                - Imports 0.0%   $        34,310 Nov 0.0%   $       34,307 Oct 
01/14/09 Business Inventories -0.5%   $     1,489.47 Nov -0.6%   $    1,496.95 Oct 
01/14/09              - Sales -2.6%   $     1,129.49 Nov -3.5%   $    1,159.64 Oct 
01/14/09 Retail Sales -1.7%   $        349.61 Dec -1.8%   $       355.66 Nov 
01/14/09 Nonauto Retail Sales -1.5%   $        292.96 Dec -1.6%   $       297.42 Nov 
01/14/09 Import Prices -1.8%               119.7 Dec -6.7%  121.9 Nov 
01/14/09          - Less Petroleum -1.0%               110.0 Dec -1.8%  111.1 Nov 
01/14/09 Export Prices -1.8%               116.4 Dec -3.2%  118.5 Nov 
01/14/09          - Less Agriculture -1.1%               114.1 Dec -2.9%  115.4 Nov 
01/15/09 Producer Price Index -1.9%               169.2 Dec -2.2%  172.5 Nov 
01/15/09 PPI less food and energy 0.0%               172.6 Dec 0.1%  172.6 Nov 
01/16/09 Real Weekly Earnings 0.8%   $        288.10 Dec 2.3%   $       285.81 Nov 
01/16/09 Industrial Production -0.7%  105.4 Dec -0.6%  106.1 Nov 
01/16/09 Capacity Utilization rate -0.9%  74.7 Dec -0.8%  75.4 Nov 
01/16/09 Consumer Price Index -0.9%               211.1 Dec -1.7%  213.0 Nov 
01/16/09 CPI less food and energy 0.0%               216.7 Dec 0.0%  216.7 Nov 
01/22/09 Housing - Starts -6.1%               0.587 Dec -18.9%  0.625 Nov 
01/22/09                - Single Family -6.8%               0.411 Dec -16.9%  0.441 Nov 
01/22/09                - Multi Family -4.5%               0.176 Dec -24.3%  0.184 Nov 
01/22/09                - Permits -4.8%               0.586 Dec -15.6%  0.616 Nov 
01/26/09 Leading Indicators Index -0.2%                 98.8 Dec -0.4%  99.0 Nov 
01/29/09 Durable Goods - Shipments -2.1%   $        191.79 Dec -2.6%   $       195.90 Nov 
01/29/09                           - Orders 0.3%   $        187.44 Dec -1.0%   $       186.88 Nov 
01/29/09 Nondefense Capital Orders -0.2%   $          62.91 Dec -0.8%   $         63.03 Nov 
01/29/09 New Single Family Sales  -1.2%               0.402 Dec -2.9%  0.407 Nov 
01/30/09 GDP - Real (Q) -6.3% a.r.  $   11,527.93 IV -0.5% a.r.  $  11,712.40 III 
01/30/09 Implicit Price Deflator (Q) 0.5% a.r. 123.2 IV 3.9% a.r. 123.1 III 
01/30/09 Chain-Type Price Index (Q) 0.3% a.r. 123.2 IV 3.9% a.r. 123.1 III 
01/30/09 After-Tax Corp. Profits (Q) -14.9%   $     1,106.39 IV -3.2%   $    1,300.10 III 
01/30/09 After-Tax Oper. Profits (Q) -10.3%   $     1,005.81 IV -0.5%   $    1,121.30 III 
01/31/09 Agricultural Prices -2.3%              130.0 Jan -5.7%  133.0 Dec 
02/02/09 Personal Income -0.2%   $   12,139.47 Dec -0.2%   $  12,163.80 Nov 
02/02/09 Personal Consumption -0.7%   $     9,903.88 Dec -0.6%   $    9,973.70 Nov 
02/02/09 Core PCE y/y 1.8%   Dec 1.9%   Nov 
changes denoted by bold type 
all percent changes are from the previous period unless the next column shows a.r. which means 
the percentage change then is the annual rate 
Payroll changes are in thousands, not percentages 

 


