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Slow Leak

Most of us have received a foil-lined helium balloon to mark an occasion such as a birthday or anniversary, or as an
encouragement when ill. Although the balloon starts out full and buoyant, it gradually sinks as the seal inevitably
fails. The leaky balloon seems a fitting analogy for the U.S. economy, which also appears to have developed a slow
leak and is gradually losing altitude. We present the following as illustrations:

o Manufacturing — Total industrial production decreased 0.2% in May, the fourth decline in five months. Manufac-
turing output also fell 0.2%, extending April’s -0.5%. Wood Products and Paper output fell, respectively, by 0.1%
and 0.6%. Capacity utilization for all industrial sectors decreased 0.3%; Wood Products and Paper both followed the
larger trend with respective 0.4% and 0.5% declines.

Meanwhile, new orders for durable goods retreated by 2.2% in May. More worrisome, orders for non-military capital
goods excluding aircraft — a proxy for business investment plans — declined 0.4%

on the heels of April’s -0.7%.
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