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The groundswell of recent, positive economic news grew a bit more this morning with the Bureau of 
Labor Statistics’ announcement of a 200m gain in Non-Farm Payrolls for December.   Accompanying 
that news was the also surprising decline in the Unemployment Rate to 8.5%.   A slight increase (0.1 
hour) in the Average Work Week along with a 0.2% climb in Average Hourly Earnings both serve to 
reinforce the perception of a gradually brightening unemployment picture.   Not all the good news 
came today, however, as Thursday brought us an announced 325m increase in private sector jobs 
from  payroll processor ADP.   Initial Jobless Claims also came in at 372m; the fifth such week below 
400m.   So far today, reaction in the credit markets is subdued with only very slight price 
improvements in the longer part of the Treasury curve. 
 
The good news in the labor market was preceded this week by even more good news from the 
manufacturing sector.  On Tuesday, the Institute of Supply Managers’ Manufacturing Index came in at 
53.9, an increase of 1.2 from the previous month.   The hits just kept on coming on Wednesday when 
Factory Orders rose by 1.8% after a 0.4% decline the previous month.   More was also to be heard 
from the ISM as their Non-Manufacturing Index carded an increase of 0.6 to a new level of 52.6. 
 
While all this good news can certainly be considered a step in the right direction, market participants 
seem to be curbing their enthusiasm with the realization that many econometric measurements, 
improving though they are, still have a lot of ground to cover after having suffered such epic declines.   
Optimism is also being tempered by continuing concern over the Eurozone’s struggles, as that region 
continues to gingerly tip-toe on the cusp of a recession. 
 
The Fed made news this week with the announcement that, in the interest of transparency, FOMC 
members’ rate projections would now be published starting this month after their meeting scheduled 
for the 25th.   William Dudley, President of the New York Fed, also garnered a few headlines today as 
he called for further efforts to revive the housing market while also alluding to the appropriateness of 
further monetary accommodation.   His remarks were made in a speech this morning to a group of 
bankers in New Jersey. 
 
In light of all this news, the Treasury market moved mostly sideways this week.   Low volatility was 
the order of the day although the Ten Year will finish up the week at a slightly higher yield of 1.95% 
against its Tuesday opening level of 1.86%.   Next week will bring us inflation news in the form of PPI 
on Thursday and CPI on Friday.   Consumer Sentiment and Retail Sales numbers will also be 
announced on the 13th.  
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As an increasing number of 
non-farm payroll jobs are 
added,  increases in Average 
Weekly Hours worked are 
especially welcome as a 
validation of an improving 
labor market. 

Source: Bloomberg, LP 
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