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INTRODUCTION 

 

ECONOMIC ESSENTIALS 
 

Business owners work at least 70 hours a week and spend much 

of their "down" time ruminating on how to operate their businesses 

more effectively. Feeling pressed on every side, they rarely seek out 

information on the economy and when they do, they often don't see 

how the data translates into relevant information for their daily oper-

ating decisions.  

 

DECON First is committed to 

providing business owners with 

relevant, clear, and accurate eco-

nomic indicators. We believe that 

these key indicators, if interpreted 

correctly, provide timely insights 

on where the economy is headed 

and what these means for Delaware 

businesses. 

 

DECON First subscribers also have access to the Virtual 

Economist where economic questions forwarded to DECON First by 

email, telephone or through the website will receive a response within 

24 hours. Changes in the economy can occur quickly, and timely in-

formation and interpretation can be essential for business survival. 

 

This guide briefly explains the major economic indicators tracked 

by DECON First and published in its monthly Economic Snapshot 

using extensive graphics and limited text. After describing the rele-

vance and mechanics of our core indicators, we provide examples to 

show how businesses can best utilize that information. 

 

 
Back To Beginning 

http://www.deconfirst.com/index.cfm?ref=20100
http://www.deconfirst.com/index.cfm?ref=13500
http://www.deconfirst.com/index.cfm?ref=50010&ref2=7
http://www.deconfirst.com/index.cfm?ref=50010&ref2=7
http://www.deconfirst.com/index.cfm?ref=50020
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The indicators explained include the following: 

 

 Total Employment 

 Unemployment Rate 

 Initial Claims for Unemployment 

 Personal income 

 Consumer Sentiment 

 Retail Sales  

 Business Inventories - The I/S index 

 The Philadelphia Fed Leading Index and The Business Cycle 

 Consumer price index 

 Producer price index  

 Average wages  

 Housing starts and permits 

 Housing sales 

 Secondary Market (Resell) 

 Interest rates   

 Short and Long Term Interest Rate 

 

 

 

 

 
Back To Beginning 
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TOTAL EMPLOYMENT 

 

RELEVANCE:  Wages and salaries account for at least two-

thirds of household income. Obviously, if fewer people are working 

then total wages fall, consumer spending drops off, and business rev-

enue suffers. 

 

MECHANICS: The primary source of the trends in total em-

ployment is the survey of over 400,000 companies conducted in the 

middle of each month by the U.S. Bureau of Labor Statistics. This 

"establishment survey" covers roughly 45% of all nonfarm employ-

ment. It is released around 3 weeks into the next month. It excludes 

the self-employed and makes no distinction between part- and full-

time jobs. 

 

In order to minimize the noise inherent in any survey data, 

DECON First tracks total employment as 3 month and 12 month 

moving averages. The 3 month and 12 month growth rates of the 

moving average data is tracked as well. 

 

USEFULNESS:  When the 12 month growth rate of total em-

ployment in Delaware is above 1% businesses can expect households 

to be more willing to spend and for sales to increase. Since the last 

recession total Delaware employment has risen at a monthly growth 

rate greater than 1% less than one-third of the time. 

 

Obviously, when the 12 month growth rate becomes negative, 

businesses can expect households to be tightening their belts and for 

sales to fall off. 

 

 

 

 

 

 
Back To Beginning 
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     Percent change in Delaware total employment 

 

 
 

Just like the relationship between a baseball player's batting aver-

age in one game and his seasonal average, the 3 month growth rate 

tends to lead the 12 month growth. For example, when a player bats 

400 in last night's game, his seasonal batting average of 300 will rise.  

 

Finally, to accurately anticipate changes in business to business 

sales, owners must track the employment growth rates in the individ-

ual industries who are their customers. The DECON First monthly 

Economic Snapshot tracks total employment while DECON First's 

quarterly Delaware Economic Review presents trend employment data 

for individual major industries.  

 

UNEMPLOYMENT RATE AND INTIALS CLAIMS 
 

RELEVANCE:  An increase in the Delaware unemployment rate 

and the initial claims for unemployment signals tough times, especial-

ly for individuals with less formal education. Consumer spending at 

the lower end of the income distribution will tail off. At the same 

time, businesses will find that their negotiating power with less skilled 

labor is increasing.  

 
Back To Beginning 
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MECHANICS:  The unemployment rate is the ratio of unem-

ployed to the civilian labor force, where the civilian labor force is the 

number of persons either employed or actively seeking employment.    

The unemployment rate is calculated monthly by the U.S. Bureau of 

Labor Statistics using a monthly household survey (the Current Popu-

lation Survey) and data from 

states' unemployment insurance 

system. 

 

Initial claims for unem-

ployment insurance payments 

tend to lag the unemployment 

rate as workers who lose their 

jobs through no fault of their 

own must wait a period of time 

before they can file their claim. 

 

 

USEFULNESS:  The unemployment rate rises and falls with the 

business cycle. During the last recession Delaware's unemployment 

rate peaked at 8.4% and is currently around 6%. A falling unemploy-

ment rate is evidence of an economy that is moving into recovery. For 

Delaware an unemployment rate below 5% signals an economy run-

ning on all cylinders. 

 

A general rule of thumb for Delaware is that the economy is 

slowing down when seasonally adjusted initial claims rise beyond 

1,000 for several weeks. Similarly, the fall of initial claims below 

1,000 is signs of a recovery. 

 

 

 

 

 

 

 
Back To Beginning 
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Weekly initial claims for unemployment for Delaware 

 

PERSONAL INCOME 

 
RELEVANCE:  The growth rate in personal income reflects the 

ability of households to consume and invest. A higher rate of personal 

income growth means that the demand for both essential and luxury 

goods and services will be rising. As the growth rate of personal in-

come tails off, demand for luxury goods and durables (such as 

appliances, electronics, furniture and housing) falls more rapidly than 

purchases of essentials. 

 

MECHANICS:  Personal income is defined by the U.S. Bureau 

of Economic Analysis as the income received by all the residents of 

an area from all sources. The major sources include wages and sala-

ries, proprietor's income, dividends, interest, and rent, and personal 

current transfer receipts, fewer contributions for government social 

insurance. Personal income for states is estimated quarterly with on 

average a 6 month lag. 

 

 

 
Back To Beginning 
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USEFULNESS:  During expansion periods in the economy the 

annual growth rate of Delaware personal income typically exceeds 

6%. A growth rate below 3% evidences a slow economy.  

 

There are two important things to keep in mind regarding Dela-

ware personal income.  

 

First, the purchasing power of personal income is determined by 

the rate of inflation. This means that the growth rate of personal in-

come (currently 4%) must be adjusted downward by the rate of 

inflation (currently 2%) to have an accurate measure of purchasing 

power. 

 

Second, there has been growing inequality in the personal income 

distribution. This means that the average growth rate overstates the 

income gains among lower income households and understates the 

gains among higher income households. So, when the personal in-

come growth rate drops off, it will curtail the demand for essentials 

more than it will the demand for luxury goods. 

 

Goods and services that are more sensitive to changes in personal 

income include automobiles, owner occupied housing, books, air 

travel, and dining at full service restaurants. Goods and service that 

are less sensitive to changes in personal income and are viewed as 

essentials include food at home, tobacco, water, electricity, health 

care, and gasoline. 

 

DECON First subscribers can use the Virtual Economist to get 

an assessment of the sensitivity of their goods or services to changes 

in personal income. 

 

 

 

 

 

 
Back To Beginning 
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Percent change in Delaware personal income and components 

 

  
 

CONSUMER SENTIMENT 
 

RELEVANCE:   With a slight lag relative to economic condi-

tions, consumer sentiment rises and falls directly with the business 

cycle. Changes in consumer sentiment have proven to be an accurate 

indicator of the future course of the economy. 

 

MECHANICS:  Each month since 1946 the University of Michi-

gan's Survey Research Center interviews 500 adult men and women 

by telephone using a rotating sample design. The resulting Index of 

Consumer Sentiment is based upon the surveyed households assess-

ment of the personal finances, business conditions, and expected 

changes in inflation, unemployment, and interest rates, as well as con-

fidence in government economic policies. 

 

USEFULNESS:  A consumer sentiment index reading above the 

long-run average of 85 signals a robust economy and good news for 

businesses. When the index dips below 75 businesses can expect 

households to be more cautious and restrained in their purchases. 
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RETAIL SALES 
 

RELEVANCE:  The percent change each month in annualized 

retail sales not only is an important gauge of the direction of retail 

demand, it is a solid reflection of trends in the overall economy. As 

demand for retail goods rises and falls, eventually so does demand for 

manufacturing output, transportation services, and wholesale activity.  

 

MECHANICS:  The monthly retail trade sales survey is conduct-

ed by the U.S. Census Bureau using a sampling framework of 

establishments that is stratified by detailed industry, establishment 

size, and region. The data is only available for the U.S. 

 

USEFULNESS:  The percent change in total retail sales tracks 

with the business cycle but is more volatile, having higher peaks and 

lower troughs then employment and GDP. There is also considerable 

variation in growth rates over time among the various retail industries. 

For example, sales of durables such as automobiles and appliances are 

far more cyclically sensitive than the sale of food.  

 

The DECON First monthly Economic Snapshot tracks the per-

cent change in total retail sales, while the quarterly Delaware 

Economic Review presents the change data for individual major retail 

industries.  
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Percent change in retail sales total and for vehicles, U.S. 
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BUSINESS INVENTORY - THE I/S INDEX 
 

RELEVANCE:  The Inventory/Sales ratio, or the number of 

months of inventory on hand, measures how quickly manufacturing 

and whole and retail trade businesses read the direction of the econo-

my. Businesses typically do not anticipate recessions and slowdowns 

in the economy, and during those periods inventory tends to accumu-

late relative to monthly sales.  

 

MECHANICS:  The in-

ventory and sales data are col-

lected by the U.S. Bureau of 

the Census through monthly 

surveys of manufacturers and 

whole and retail trade estab-

lishments. The sample is strat-

ified by detailed industry and 

covers at least 3,000 estab-

lishments. The data is reported 

approximately 40 days after 

the close of the month, with 

the sales data for the month and the end of the month reported inven-

tory. The data from manufacturers excludes any firms with less than 

100 employees. The data is only available for the U.S. 

 

USEFULNESS:  As a practical matter, businesses don't want to 

turn away customers when the economy is surging due to a lack of 

inventory. On the other, businesses don't want to carry the cost of ex-

cess inventory when the economy is headed into a dive. Since the year 

2000, during a stable economy the I/S equilibrium ratio has averaged 

below 1.3, rising above 1.3 on the perception that the economy is go-

ing to experience rapid growth. Business owners should use caution 

allowing their I/S ratio to go above 1.3.  

     

 
Back To Beginning 
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The ratio of inventory to monthly sales, U.S. 

 

 
 

PHILADELPHIA FED LEADING INDEX FOR 

DELAWARE 
 

RELEVANCE:  Since the year 2000 the Philadelphia Fed's 

monthly leading index has been the most accurate 6-months ahead 

predictor of Delaware's economic business cycle, especially with re-

gard to a possible recession. 

 

MECHANICS:  The Philadelphia Fed's leading index for Dela-

ware is based upon five components: the coincident index for 

Delaware (primarily total employment), Delaware housing permits, 

Delaware initial unemployment insurance claims, manufacturing de-

livery times for the Philadelphia region, and the interest rate spread 

between the 10-year Treasury bond and the 3-monthly Treasury bill. 

 

USEFULNESS:  Anticipating turning points in the business cy-

cle, whether a peak or a trough, is essential to good business planning. 

It affects not only orders of inventory, but investment decisions re-

garding new equipment or renovated space, and hiring or laying off of 

employees.  
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While the Delaware leading index tends to track with the U.S., it 

is more volatile. It does not, however, vary wildly from month to 

month and businesses can easily track the up and down trends of the 

economy. 

 

 

Percent change in the Delaware leading index 

 

 
 

 

CONSUMER PRICE INDEX 
 

RELEVANCE:  The trend in consumer prices (inflation) is an es-

sential guide to businesses in price setting for their goods and 

services. It also influences employee demands for pay increases. 

 

MECHANICS:  Price data for the standard market basket of 

goods and services purchased by urban households is collected by the 

U.S. Bureau of Labor Statistics from 23,000 retail and service estab-

lishments every month. Over time weights are used to adjust for 

changes in technology and the quality of goods and services. 

 
Back To Beginning 
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 USEFULNESS:  The bi-monthly consumer price index for the 

Philadelphia region includes northern Delaware.  It is a useful guide 

to businesses for changing prices, especially in combination with re-

cent changes in total sales. 

 

There is considerable variation over time in the rate of inflation 

among the various consumer goods and services. For example, the 

prices of essential goods and services for which there a few good sub-

stitutes such as medication, health care, and food tend to be relatively 

stable over time.  

 

The prices of goods and services whose purchase can be post-

poned or for which there are ready substitutes swing more broadly, 

including durables such as furniture and electronics and services such 

as travel.  

 

Obviously for goods and services where there are many substi-

tutes (e.g., fast food restaurants), there is very limited latitude for 

price changes.  

 

DECON First subscribers can use the Virtual Economist to ask 

questions regarding the price sensitivity of their goods or services. 

 

The DECON First monthly Economic Snapshot tracks the 

change in overall Philadelphia consumer price index, while the quar-

terly Delaware Economic Review presents the change prices for 

individual major goods and services. 
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Percent change in prices for Philadelphia region 

 

 
 

PRODUCER PRICE INDEX 
 

RELEVANCE:  Trends in the Producer Price Index (PPI) alert 

businesses who sell to final users (e.g., households) about upcoming 

changes in the purchase prices of inventory and components. 

 

MECHANICS:  The monthly data for the PPI is collected by the 

U.S. Bureau of Labor Statistics from a sample of over 25,000 estab-

lishments covering over 10,000 individual products. The data is for 

the U.S. and is reported about 2 weeks following the close of each 

month. The PPI has replaced what was formerly called the Wholesale 

Price Index. 

 

USEFULNESS:  The PPI measures changes in prices the manu-

facturers and wholesalers pay for goods during various stages of 

production. Sudden increases or decreases in the PPI will eventually 

make their way to retailers. By following the PPI businesses can make 

accurate predictions of their inventory and input costs and anticipate 

the impact of their prices in order to pass costs along. 
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PPI for inputs to the construction industry, U.S.

AVERAGE WAGES 
 

RELEVANCE:  Whether for new hires or contract negotiation it 

is essential for business owners to know what the current levels and 

rates of increase are for the average wage of salaried workers. 

 

MECHANICS:  The U.S. Bureau of Labor Statistics collects data 

on the median and mean hourly wage and annual mean wage for 800 

occupations by state. The data is released for every state with a 12 

month lag. Data for self-employed persons are not included. Over 

200,000 establishments are surveyed every six months from a sample 

of 1.2 million establishments. 

 

USEFULNESS:   There is considerable variation over time in the 

annual rates of increase in average wages in Delaware across occupa-

tion, especially when adjusted for inflation. Wage increases are larger 

in occupations that require years of formal education and professional 

training, such as physicians, engineers and computer systems analysts. 

In occupations that require less education and training, such as truck 

drivers, cashiers, and janitors, the annual wages increases often do not 

even keep pace with inflation. 

 
Back To Beginning 
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The DECON First monthly Economic Snapshot tracks the 

change in average wage for all occupations in Delaware, while the 

quarterly Delaware Economic Review presents the wage changes 

across major occupations. 
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HOUSING STARTS AND PERMITS 

 

RELEVANCE: Trends in new housing permits and housing start-

ups give an idea of how the new housing market is performing. Peri-

ods of normal activity show almost overlapping curves of permits and 

start-ups, while lags appear between permits and starts when the 

economy changes direction. Because the data series also includes es-

timates of the construction value implied in the permit, some estimate 

of the construction contract values can be done. 

 

MECHANICS: The U.S. Census Bureau compiles a category of 

statistics named "New Residential Construction" that consists of data 

on five phases of residential construction project from the authoriza-

tion (permits) to the completion. At state level only two of those 

phases are available: permits and start-ups data. Those series are 

compiled monthly and are released about 45 days after the end of the 

period.  

 

USEFULNESS: Trends in permits and start-ups at state level can 

give a picture of how the housing market is doing. By applying some 

statistical and econometric techniques it is possible to estimate accu-

mulations of permits and start-ups, which indicate if there is 

increasing activity ahead (high accumulation of permits vs. start-ups) 

or vice versa.  

 

At the county level only the number and value of permits are 

compiled but no start-ups, which restricts the potential analysis to fu-

ture construction only. 

 

The rise and fall in housing starts directly translates into the rise 

and fall of local demand for such things as construction trades, build-

ing materials, garden supplies, furniture, appliances and carpeting. 

Any businesses that have sales tied to residential construction must 

keep a close eye on the market for new housing, both owner- and 

renter-occupied. 
Back To Beginning 
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The DECON First monthly Economic Snapshot tracks the evolu-

tion of permits and start-ups at state level, giving a brief overview of 

the monthly changes in industrial activity, while the quarterly Dela-

ware Economic Review includes a deeper analysis of the residential 

construction industry at state and county level, complemented by ad-

ditional statistical series. 

 

  Percent change in Delaware housing permits and start-ups 

 

HOUSING SALES - REAL ESTATE MARKET 

RELEVANCE: The secondary or resell housing market is one of 

the most important indicators of the "health" of a regional economy. 

For instance, increases in sales of houses in the lower half of the price 

distribution could indicate employment stability, and increasing con-

fidence in the evolution of the economy.  

 
MECHANICS:  Several official and private sources provide in-

formation about number of sales, prices, supply, demand, and a 

plethora of statistics very helpful for evaluating the housing secondary 

market. With the expansion of the real estate industry, several compa-
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nies specializing in "data mining" provide original and even exotic 

information about the housing resell market at state, county, city and 

even zip code level. 

 

USEFULNESS: The expansion of the number of statistics for the 

resell market and the geographical distribution of the data allow for an 

in depth analysis of the market. Those series combined with data on 

personal income, employment conditions, household debt, and migra-

tion, allow the evaluation of the resell market as well as the 

assessment of the potential risk faced by lenders when lending in dif-

ferent areas. 

 

As with housing starts, the level of resell activity has conse-

quences for any business that sells goods and services related to 

housing rehabilitation or remodeling. 

 

The DECON First monthly Economic Snapshot analyzes the 

secondary or resell housing market at state level based on the newer 

available data. The quarterly Delaware Economic Review develops 

the analysis at the county level and projects the different trends into a 

12-month forecast of the overall market. 

Short and long term trend of Delaware resell inventory 
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INTEREST RATES 

 
RELEVANCE:  Businesses borrow money as working capital, 

for long term investment, and anything in between. Individuals bor-

row money for high price purchases like housing and cars, and even 

for shorter term investments like student loans and vacations. All this 

activity is affected by changes in interest rates. A key issue for busi-

ness and individuals is to have an idea of the future evolution of 

interest rates in order to make decisions about the timing and amount 

of borrowing. 

 

MECHANICS:  There are 

many interest rates series and 

each of them applies to a spe-

cific market. The main distinc-

tion for the rates is the dura-

tion of the loan. The difference 

in duration affects the level of 

the interest rates not only in 

the "time value of money" but 

also in the embedded inflation 

risk. The plethora of rates at 

any point in time are tracked by the Federal Reserve, banks and pri-

vate financial concerns. The Treasury Yield Curve plots the relation 

between interest rates and varying times to maturity.  

 

USEFULNESS:  Monitoring the Treasury Yield curve and the re-

lationship to regional interest rates is a key guideline for individuals 

and, most of all, small business. It is well known that the size of a 

banking account and the length of the relationship between the client 

and the bank makes a difference in the interest rate changed for a 

loan. However, it is extremely important in order to decide when to 

borrow to know what the Treasury Yield Curve tell us about the fu-

ture of the rates and those in Delaware.  

 
Back To Beginning 
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Under normal circumstances the Yield Curve has a positive slope 

as borrowers must compensate lenders for the higher risk inherent 

with longer periods of maturity. An inverted yield curve, when long-

term yields fall below short-term yields, signal that investors expect 

the economy to slow down or even slide into recession. 

 

The yield curve is an important guide to help businesses to decide 

between borrowing "short" or borrowing "long." 

 

DECON First includes expectations about the Treasury Yield 

Curve in the monthly Economic Snapshot, based on market consensus 

and own research. In the quarterly Delaware Economic Review the 

topic is developed further and 12-month projections for the Yield 

Curve and local mortgage interest rates are calculated. 

 

 

This concludes the discussion of the core economic 

indicators covered each month in the Economic Snap-

shot. This guide will be revised as interaction with 

subscribers leads to the addition or elimination of indi-

cators. 

 

 

 
 

 

 

 

 

 

 

  

 

 

 

 

As a DECON First subscriber you have ac-

cess to the quarterly Delaware Economic Review, 

the monthly Economic Snapshot, detailed 

Economic Briefs, and the Virtual Economist …. 

All vital tools to help you make sound decisions 

for your business; for your future! 

http://www.deconfirst.com/index.cfm?ref=13500
http://www.deconfirst.com/index.cfm?ref=13500
http://www.deconfirst.com/index.cfm?ref=50010&ref2=1
http://www.deconfirst.com/index.cfm?ref=50020
http://www.deconfirst.com/index.cfm?ref=50010&ref2=6
http://www.deconfirst.com/index.cfm?ref=50010&ref2=7
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GLOSSARY 

Economic and financial terms can often be challenging, but shouldn’t 

scare you away from obtaining a clear understanding how the econo- 

my works and its effect on your business!  Here you can find the 

definitions of the most commonly used terms. 
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