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Consumer Sentiment

The index of consumer sentiment plunged 20.3 percent in Consumer Sentiment

early April, adding to the drop of 11.8 percentin March. The  ,,, |1966-Q1=100
latest monthly change is now the sharpest in history,

exceeding the previous record drop of 18.1 percent in 90
October 2008. The latest reading is not the lowest of the
latest expansion, although one has to go back to December 80
2011 to find a lower value. Also, observations similar to the
current reading are typically seen only during or close to 70
recession periods (chart, right).
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Both the current conditions and expectations components
contributed to the plunge in the headline measure, although 501
the current conditions index played the larger role (off 30.2 w0 . | | | | | .
percent versus a decline of 12.2 percent in the expectations 06-Jan 08-Jan 10-Jan 12-Jan 14-Jan 16-Jan 18-Jan 20-Jan
component). The drop in current conditions pushed the Source:  University of Michigan Survey Research Center via Haver
measure to the low portion of its historical range. A few Analytics

observations in the early stages of the latest expansion were
lower than the latest, but otherwise, readings similar to the latest occurred only during or close to recessions (chart,
below left).

The expectations component was weak, but its drop of 12.2 percent was far from unprecedented, and the new
level was in the middle of its historical range (chart, below right). The results suggest that the coronavirus has
stirred concern about the future, but it also suggests that individuals are hopeful that the effects will be temporary.
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Unemployment Claims

Initial claims for unemployment insurance eased only marginally from the record reading in the prior week,
totaling 6.606 million in the week ended April 4 versus 6.867 million in the prior week. The total number of new
filers in the past three months now totals 16.780 million.

The number of continued claimants (i.e. the number receiving benefits) totaled 7.455 million, up from 3.059
million in the prior week and observations in the neighborhood of 1.7 million in earlier weeks this year. The new
reading exceeded the previous record of 6.635 million in late May 2009 (chart, below right). The number of
individuals receiving benefits is notably less than the 16.78 million of new filers partly because continued claims are
lagged one week (latest observation is for the week of March 28, versus April 4 for initial claims). Also, there will
be some lag between an initial filing and the receipt of benefits. Finally, some initial filers will not receive benefits,
either because they quickly find new employment or because they are denied eligibility.

Continued claims will be a valuable indicator in the weeks ahead, as they will provide insights into when (if)
individuals are recalled to their jobs.
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The producer price index fell 0.2 percent in March, a smaller decline than expected (consensus was -0.4
percent). Energy prices did their part in restraining the headline index, as they fell 6.7 percent, and food prices
were tame as well, showing no change. The surprise occurred, as it often does, in the service component, which
rose 0.2 percent, pulled higher by a jump of 1.4 percent in trade services, which offset price declines in other
service areas.

The core component fell 0.2 percent, but this drop is a bit misleading. The Bureau of Labor Statistics defines
core prices as those excluding food, energy and trade services. After excluding the jump of 1.4 percent in the
trade service category, declines in prices of other services pulled the core component lower. Prices of goods
other than food and energy rose 0.2 percent, staying close to the pace in the prior three months, which was faster
than the average increase of less than 0.1 percent in the first 11 months of last year. Prices excluding food and
energy, which matches the usual definition of core prices, rose 0.2 percent.



