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U.S. ECONOMIC RELEASES &
BOND MARKET IMPLICATIONS

ECONOMIC GROWTH INFLATION
DATE NEWS BULL NEU BEAR NEWS BULL NEU BEAR
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5/17/07 Leading Indic down .5%
5/16/07 Housing Starts up 2% X
Bldg Permits down 9%
Ind Prod. Apr up .7%
Cap Util Apr. up to 81.6%
NY Empire ldx Up to 8.0
5/11/07 Ret. Sales Apr down .2%
Sales ex autos unch
5/7/07 Cons Credit Explodes $13bn
5/4/07 Payrolls up 88K jobs
Unemp Rate up t0 4.5%
Hrly Earnings up .2% X
Avg Week unch at 33.8 X
5/3/07 1SM Services up to 56.0 X
5/1/07 Pending Homes Mar dn 4% X
ISM Index up to 54.7 X
4/30/07 Const Spend Mar up .2% X
Chicago PM! down to 52.9 X
Pers Income Mar up .7% X
Pers Spend Mar up .3% X

2

CPI April up .4% X
CPI Core up .2% X

PPI April up .7% X
PPI Core unch X

X Import prices Apr up .2% X

> X X

x@ x@

Pers Saving up .4%
4/26/07 GDP Advance Q1 up 1.3% @ Deflator Adv Q1 up 4.0% X
Durable Orders Mar up 3.4% X
New Home Sale up 3% X
4/24/07 Exist Home Sale dn 10% X /\
4/18/07 Lead Indic Up . 1% X
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U.S. Growth Outlook Fairly Optimistic

e Del.icio.us
o Digg
e Back to Site >>

11-May-2007

Mumbai (DNA Business Bureau) The New York-based Economic Cycle Research Institute (ECRI) sees little worry on
US economic growth.

Lakshman Achuthan, managing director, Economic Cycle Research Institute, told DNA Money on Friday: “WLI
growth has improved significantly of late, reaching a three-year high in early May. Thus, the US economic growth
outlook is fairly optimistic.”

ECRI specialises in spotting global economic cycles well before others do.

Its Weekly Leading Index is an established barometer of US economic cycles. WLI has signalled a typical US
recession about three months ahead of the LEI, or the index of Leading Economic Indicators of the US Commerce

Department.
U \ ‘]")pf" )
TV: Economy's Health Improving
¢ Del.icio.us
e Digg
» Back to Site >>
4-May-2007
May 4 (Bloomberg) -- Lakshman Achuthan, managing director at Economic Cycle Research Institute in New York,
comments on U.S. economic growth and Federal Reserve policy on interest rates. He spcoke in an interview before the

Labor Department released its April employment data today.

Watch the interview online.

On the April jobs report:
"This is ntot a leading indicator of the economy or inflation. I wouldn't worry too much about it" even if we see fewer-
than-expected job creations or stronger-than-expected wage growth.

"There are a number of reasons why we are not getting the kind of jobs growth" that we used to have when the
economy was growing at 2 or 3 percent, "and that is because we have had a big drawdown of the number of peoplé
available to work, and also there's been a structural shift" over the last 10 years. //,

On why he expects the Fed to keep interest rates unchanged:

"I think people just don't have a clear idea or framework to deal with the economy we have got right now. We have an
cconomy that's growing healthy, it has tight labor markets, but for the time being, underlying inflationary pressures are
easing."

"The key thin IS that there's not going to be any kind of recessionary information” out of economic re OIS, Concern .
for a recession "is completely off the table. hcthe fall cve thadrsomie Wilnetability. but now we have no

http://www businesscycle.com/news/1 167/ 511672007
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Global Demand Frames
Building-Material Deals

By JiM CARLTON
And TiMOTHY AEPPEL -

The housing decline in the U.S, isn’t
slowing down at least one construc-
tion trend: More big imakers of build-
ing materials are acquiring one an-
other in hopes of cashing in on a still-

healthy market for commercial build- -
ing and for projects in other parts of

the werld.

Yesterday, big . German cement
maker HezdelbergCement AG said
that it agreed to acquire: London-

hased building materidls giant Han- =

son PLC for £8 billion ($15.8 billion),

creating a major producer of aggre-. :
gates such as'‘crushed rock and gravel .

and making it the fourthlargest maker

of cement: Lafarge SA of France i’ the ‘

world’s biggest cement maker by mar-
ket capitalization.

The deal, for £11 a share, comes as
other competitors have been jockay-

ing to expand their positions in the -

building-materials ‘market. Mexican

cement company Cemex SA, for exam- -

ple, recently bid $14.25 brlhon for

Cemented

An-ovarview of building- matenals
company HeldeibergCement and'its
acquisttion, ‘Hanson:., P

_ ) Heldelbefg(emenf Héoson
Foed 1736 1964
: Hgadouarters o Heidellblerlg.,,‘- ) Lénc_jon
) _Germany_ - :
_Emplcyees o flo,QOO ‘ 26000
Reienie, 2006, $I25 billon $8zbnuon

- Nethcome, 200_6 ) $1:29:2 mnﬁ'ﬁh $794.8 Ijnll,llgn

Currenoesconverted at current rate i
Suurce the cumpames e

low the 20 5% drop the group fore—
casts for smgle famﬂy housmg;starts

John Musacchio, vice pre51dent of
KHD Humboldt Wedag Intematzonai
Lid:, “which, des.1gns and engmeers ce-

. Rinker Group Ltd. ofAustraJia, ‘while.. PR

Vulcan Materials ‘Co., based in Bir-. 2 d

minghani, Ala;, bought Florida Rock .-

Industries.Inc., based in-Jacksonville,

Fla., for $4.6 bﬂhon in February

Driving the deals, analysts say, are
solid fundamentals for the building
materxals industry: Construction in
‘Chinaand: ‘many other €MErgIng econo-
i rong, as does The mar-

ket for commercial and public projects

inthe U, §_mvy1th the U.S. housing mar-

ket widely expected to rebound in a
year or so, manufacturers also are put-

ting capacity in place to Jump back

into that market.

“The long term trend is that popula-

tion growth in the United States will
continue, and that is going to drive de-
mand for building ‘materials,” says
Charlie ‘Sunderland, chairman and

| chief executive officer of Ash Grove Ce-

ment Co., a closely held cement manu-
facturer based in Overland Park, Kan.

While the U.S. housing market last
year went into a downturn that has
since intensified, nonresidential build-
ing activity has continued to grow.
This year, for example, office starts are
expected to increase 14%, according to
forecasts by the Portland Cement Asso-
ciation, an industry group in Skokis,
11l. As aresult, any decline in consump-
tion of building materials has beenrel-
atively muted. This year, total cement
consumption in the U.5. is expected to
fall 3.5% to 4% from 2008, says Ed Sulli-

van, chief economist for the cement
ornnm—a sionificant dvan hnt weil hoo

quarter of 2006 The comparny ‘also

noted that global demarid for cement
is expected to-grow from .75 billion
metric tonsin2003to 2.35 bllhon met-
ric tons by -2015; KHD says it eXpects
three-quarters of that growth to ‘come
{rom Asia and Eastern Europe.:

“The emerging rharkets are really

. clorrunatmg,”says My, Musacehio, add-

ing that half the compariy’s backlog is
in countries where KHD had alniost no
presence only a few years ago, “So the
demand is there because peop}e need
more building materials” he says

Demographic frends are also favor-
able for building materials in the U.S.,
other executives say. By 2030, the U.S.
is expected to add 65 million people to
its population of about 300 million.
Yet the country is only able to-ineet
about 75% of its cement demand with
plant capacity inthe U.S.; the réstisim-
ported; So many manufactirers ‘are
looking at the housing slump as a
pause in which they can expand capac-
ity to better meet demand.

“The downturn in residential is a
short term blip on the economy” says
Mr: Suthérland of Ash Grove, which js
negotiating to build,a cement. pIant
oirside Las Vegas’ Other blanfs are ey-
pédted thcontt DiiAe infthe U8 bvet
the next few vears ro ease t‘"r s.lpply
crunch.

—Muil ly Dover
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Euro Zone’s GDP Rises 3.1%

Strong Growth Adds
Support for Boosting
Interest Rates in June

By JOELLEN PERRY

FRANKFURT—The  euro-zone
economy posted continued strong
growth in the first quarter, bolster-
ing the case for interest rates torise
beyond an expected rate increase to
4% in June.

Gross domestic product in the 13
countries that share the eurc grew
by 3.1% in the first quarter, com-
pared with the same period last year,
and 0.6% compared with last year’s fi-
nal quarter, as strong business in-
vestment in Germany underpinned
the numbers.

Although off slightly from last
year’s fourth-quarter sprint, tl}e
numbers still beat U.5. economic
growth rates and surprised econo-

mists, who had been expecting glo-é
bal and domestic head winds to

crimp growth.
German busmess investment off-
o m=—eeeoyp gpending

_ _C-.er_m_any from & tax boost

Cutting Loose

The euro zone is weathering a
slowdown in U.S. demand. GDP growth,
percentage change from a vear earlier

1020 3
308

Note: Seasonally adiustéd data-

Q10
ST
. "Soirce: Eurostat

The News. Euro 7he dconamies

grew arl average 3.1%in'tha first
; quarter, faster than expected and
' L fasterthan _ R

7% The Surpnse. German exports N -
carned the load despite weaker .55

arowth: and lower consumption i - #

The ECB will view stronger
growth warily. Policy makers see the
region’s “potential” growth rate—
the rate at which it can expand with-
out fueling inflation-—around 2%.

“If the economy continues to
grow this much above its potential
rate, you’ll see inflation pressures in-
tensify, and that’s not something any
central bank is willing to tolerate,”
says Neville Hill, an economist with
Credit Suisse in London. My. Hill
sees euro-zone interest rates reach-
ing 4.5% by year end.

Policy makers have stressed that
eurc-zone companies are now oper-
ating at nearly 85% of their capacity,
a peak last reached during the 2000
boom. That strain, coupled with ris-
ing raw-material prices, is already
raising manufacturers’ costs and
could start feeding into rising prices
for consumers.

Tobe sure, some parts of the euro-
zone economy are already buckling
under the weight of higher interest
rates. The ECB has boosted borrow-
ing costs by a quarter point seven
times since December 2005. Once-

. : 7
P gmwth ralses the HSK of inflation and_~_ hot housmg markets 1n ‘Treland and

Japan’s GDP Report May Call
The Tune for Rates, Stocks, Yen

By Yuxa Havasml

TOKYO—Japan is expected
to report Thursday that its
economy expanded at"a much
slower pace in the first quar-
ter than in the previous three
months.

Even so, economists say the
Japanese econmomy probably
grew at a respectable pace, De-
mand for Japanese goods and
services has been solid, they

.say, from Japanese consum-

ers and foreign buyers,

propped up export revenue and’

earnings for Japanese manufac-
turers by making their products
more competitive overseas.
Higher domestic interest rates
could mean a rebound in the
yen’s value, which would weigh
on export earnings and the
shares of companies dependent
onthem. Expectations that inter-
est rates will inerease steadily
would also mean lower bhond
brices, which move in the oppo-

contribution to the overall ecomn-
omy, though the increase is
likely to be muted compared
with the unusually strong pace
of the fourth quarter. After ex-
panding at an annualized rate of
4.2% in the fourth quarter, pri-
vate consumption probably
grew more than 3% in the first
quarter.

“Domestic consumption re-
mained solidin the first quarter,”
says Hiromichi Shirakawa, chief
economist for Credit Suisse in
Tokyo. “There was particu-

Economists estimate that
Japan’s inflation-adjusted
gross domestic product—
the total value of goods and
services produced in the
country—probably grew
0.6% in the first guarter from
the previous quarter. That
translates into an annual-
ized growth rate of 2.6%.

The figure is much slower
than the fourth quarter’s red-
hot pacc of 1.3% from the pre-
vious quarter, or 5.5% on an
annualized basis. But the
economists caution that'tha
fourth-quarter jump was an

Trading Up

Japan’s curtent-account surplus
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#1 tiifion = $8:31 billion
Solires: Japan's Ministry of Finance

larly strong spending on ser-
vices like entertainment and
leisure thanks to the warm
weather during the winter.”

Yesterday, the Finance
Ministry reported that Ja-
pan’s current-account sur-
plus surged te a record in
March as exports remained
strong and imports fell for
the first time in more than
three years.

The surplus in the current
account, the broadest mea-
sure of trade in goods, ser-
vices and investment earn-
ings, widened 36.9% to 3.317

anomaly as the economy re-
bounded from an unusually

site direction from their vields.

trillion yen ($27.61 billion) be-
fore seasonal adjustment, the
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Does It Even Matter if the U.S. Has a Cold?

¢ Del.icio.us
+ Digg
¢ Back to Site >>

6-May-2007

(The New York Times) FOR the last several decades, the United States has functioned as the main en gine of growth in a
global economy that has been moving with synchronicity.

“We’re going through the longest stretch of concerted (synchronized global) growth in decades,” said Lakshman
Achuthan, managing director at the Economic Cycle Research Institute in New York.

S0 you might think that a sharp slowdown in growth in the United States — the domestic economy grew at a measly
1.3 percent annual clip in the flrst quarter th1s year, less than half the 2006 rate — - would mean trouble for the rest of
the global écongmy, Right? "

Wrong.

blowmg the door off its hinges. China’s €conomy 15 GXpanding at 4 double: digit pace.

In the United States, the Federal Reserve has held rates steady since last June, and its next move will most llk%l—y\pe a
rate reduction to stimulate growth. The European Central Bank and the Bank of Japan, meanwhile, have been raising
rates — lest their once-suffering economies overheat and spawn inflation. ({

‘i\ —
“The U.S. slump in the first quarter didn’t pull down growth in Europe or Asia,” said Brad Setser, senior economist at
Roubini Global Economics.

hitp:/fwww.businesseycle.com/news/ 1172/ 5/16/2087



ECRI | Does It Even Matter if the U.S. Has a Cold? Page 2 of 3

The seemingly countervailing trends — deceleration in America, full speed ahead abroad — have led some economists
to wonder whether the United States and the rest of the global economy are going their separate ways. Some even
suggest — shudder — that changes in the global economy have made the United States a less-central player.

“Four or five years ago, there was an important switch in the global economy,” said Stephen King, an economist based
in London for HSBC. “Since then, other parts of the world have really grabbed the growth baton from the U.S.”

Until relatively recently, when the United States sneezed, the world caught a nasty cold. Today, Mr. King says, the
United States has sneezed, but the world has gone shopping.

Mr. King notes that emerging markets like China, India, Central and Eastern Eurepe.-and-the-Middle East-are-injecting
life into the Europedn and Japanese¢ economies through their enormous purchases of capital goods — all those
construction cranes in Dubai, bullet trains in China, oil rigs in Russia. “LEmerging markets’ share of global capital
spending has risen from 20 percent in the late 1990s to about 37 percent today,” he said.

Western Europe is benefiting from rising trade with Eastern Europe, Russia, Asia and the Middle East. As a result, the
curo zone, America’s largest trading partner, is simply not as reliant on the United States as it used to be, Mr. Setser
said. “Europe is clearly no longer growing on the back of U.S. domestic demand growth,” he said. As other economies

increasingly trade with one another, the United States plays a diminished role.

But the consensus for decoupling is hardly complete. The United States is still setting the pace, Mr. Achuthan
said: “We led the world up, and the rest of the world revved up after us. And areas like Europe in particular
will be slowing in the wake of our slowdown last year.”

The cars of the global economic train are still tethered tightly together, in his view. “It’s less of a decoupling® he
said, ““and more like the jerking you get in a train when the first car stops, and then the other ones stop after a
bit of a lag.”

David Rosenberg, an economist at Merrill Lynch, said he believes that the apparent divergence in the world’s big
economies has more to do with the nature of the growth slowdown in the United States, which has stemmed not from a
decline in consumption, but from a decline in investment — specifically in housing.

“Almost 100 percent of the U.S. slowdown has been due to the housing industry,” Mr. Rosenberg said. And housing is
an mtense]y local and national industry — from the real estate broker to the mortgage lender, from Home Depot to
interior decorators. “Unless you run a sawmill in Canada, international trade isn’t directly affected by the decline in
U.S. housing,” Mr. Rosenberg said.

Martin N. Baily, a senior fellow at the Peterson Institute for International Economics in Washington, says he thinks that
it’s a good thing for the United States if it’s no longer the leader. “We have a huge imbalance in our trade, and we need
to be a little less of an engine of growth for the rest of the world, and let Europe and Japan, and hopefully China,
eventually, pick up the slack,” he said. “And right now it seems like they’re doing so.”

But Mr. Baily added that we shouldn’t be so quick to believe that the world economy is significantly more independent
of the United States than it was in the past. “I don’t think there’s been a complete decoupling,” he said. “A U.S.
recession would dramatically slow growth in China and India.”

THE real test of the decoupling thesis, Mr. Rosenberg said, will come if consumer spending starts slowing down.
Consumer spending in the United States, which is still on the rise, accounts for an astonishing 20 percent of the global
economy, he said. “T find it hard to believe,” he said, “that the rest of the world is going to be immune to a consumer™
sector that’s primarily responsible for pulling in nearly $2 trillion of the world’s output.” ;/n 7 )

Consumer spending hasn’t fallen for a single quarter since the fourth quarter of 1991. And while there are factors’ "‘
affecting domestic consumer spending — higher interestrates Jower housing prices, higher gas prices — the

http:/7www.businesscycle.com/news/ 1172/ 5/16/2007
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