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“Are We There Yet?” 

Anyone who has taken an extended trip with children has undoubtedly heard the plaintive question “Are we there 
yet?” as they wearied of sitting still. In some respects, we feel like those young travelers when it comes to the U.S. 
economy. Despite hoping to avoid that outcome, long-time readers know we have been predicting the economy 
would fall back into contraction. Our expectation came close to being realized in 1Q2011 when GDP growth dipped 
to just 0.4 percent. Although subsequent quarters have yielded somewhat stronger growth, 1Q2012’s slowdown has 
renewed speculation the United States is once more in danger of contracting. Some of the indicators contributing to 
that idea include: 

• Employment – Job creation has slipped from 250,000 a month to an average of 
just 110,000 in March and April. May’s employment report was even worse, 
with only 69,000 new jobs reported. The revision to April’s data created back-
to-back months of sub-100,000 new jobs for the first time since last summer; the 
average gain for the last three months was a paltry 96,000. Some analysts be-
lieve the direction of revisions is more important than the actual monthly num-
bers, and is a reasonable leading indicator.  

• Housing – Overall construction spending in the United States increased by 0.3 
percent during April, and total housing starts rose by 2.6 percent, to 717,000 
units. However, overall housing permits gave up in April nearly all the ground 
gained during March. Although single-family permits rose by 9,000 units (1.9 
percent relative to March) to 475,000 (SAAR), multi-family permits plummeted 
by 63,000 (-20.8 percent).  

• Oil price – The monthly average U.S.-dollar price of West Texas Intermediate 
(WTI) crude oil moved lower in May, retreating by $8.63 (8.4 percent) to 
$94.70 per barrel. That drop was concurrent with a strengthening of the dollar, 
the lagged impacts of a decrease in U.S. consumption of 714,000 barrels per day 
(BPD) – to 18.0 million BPD – during March, and a surge in crude stocks since 
mid-March. Oil consumption, which is quite highly correlated with economic 
output, slumped in March nearly to its September 2008 nadir.  

We are not the only ones concerned the economy is heading into a darker pe-
riod. “The joint deterioration in the growth of real personal income, real per-
sonal consumption, real final sales, and employment, coupled with our inference 
of leading economic pressures…creates not only the concern but the expectation 
that the U.S. economy is entering a recession,” economist and fund manager 
John Hussman wrote in a note to investors, “not a quarter or two from today, but 

most likely at present.” 

This report is a compilation of articles posted on our website 
(http://delphiadvisorsmacropulse.blogspot.com/); those articles relate recent eco-
nomic developments to the U.S. forest products sector in much greater detail. They also provide context for our com-
plete, 24-month forecast, which is contained in the Economic Outlook newsletter available through Forest2Market 
(http://www.forest2market.com/f2m/us/products/outlook).  ■ 
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