Economic Notes

July 16, 2009

Initial Jobless Claims, week ending July 10, 2009

Initial unemployment insurance claims fell considerably more than forecast in the week ending July 10. As
with the previous week’s report, however, the figures may be distorted by seasonal adjustment problems
resulting from the auto industry shutdowns. Before seasonal adjustment, claims rose substantially and
reached their highest level since this past February. Continuing claims, reported for the week ending July 3,
declined sharply after seasonal adjustment but also rose on an unadjusted basis. We continue to expect
claims to fall unevenly over the next few months back below the ~400,000 level consistent with recession.
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Seasonally adjusted initial claims declined 47,000 to 522,000 in the week ending July 10, from a revised
569,000 in the week of July 3 (first reported as 565,000). The mean forecast had been for claims to fall to
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,_;',?f:,';’c, CFA 551,000, with individual forecasts ranging from 480,000 to 605,000. The four-week moving average fell
Multi-Asset to 584,500 from 607,000. Before seasonal adjustment, however, claims rose 86,000 to 667,534, the
Strategies and highest level since early February.
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clutions Broup The dramatic drop in seasonally adjusted claims over the past two weeks probably at least partially

results from earlier than usual plant closings at Chrysler and General Motors. This may continue to distort
claims data for the next few weeks.

Continuing claims for the week ending July 3 fell by more than 9% on a seasonally adjusted basis to
6.273 million, but rose 1.0% before seasonal adjustment to 6.135 million.

Source: U.S. Department of Labor

Setting aside the seasonal adjustment problem, it is likely that the underlying trend in initial claims is
continuing to decline slowly and unevenly. As manufacturing continues to stabilize and inventory liquidation
comes to an end, and provided that final demand remains at least flat, we would expect claims to continue to
trend lower and move below the roughly 400,000 level that normally signals recession sometime in the next
three months. ®
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