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Initial jobless claims fell 52,000 to 565,000 for the week ended July 4. Seasonal distortions
arising from the smaller-than-expected layoffs in the auto sector and the holiday shortened week
are cited as reasons for the large drop in the seasonally adjusted data.
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Using seasonally unadjusted jobless claims numbers eliminates the problem of interpreting data
with seasonal distortions. Seasonally unadjusted data indicate (see chart 2) that on a year-to-year
basis, initial jobless claims advanced 56% in June vs. larger gains in the prior months. The peak
appears to have occurred in February (86% yoy increase). Chart 2 points out that the worst in the
labor market is most likely behind us.
Chart 2

Initial Claims for Unemployment Insurance, State Programs, Wkly Avg

% Change - Year to Year NSA, Thous

100 100
754 75
50 50
254 25
01 Y
-25+ F-25
-501— ————————+-50

70 75 80 8 9 95 00 05

Saurce: Denartment of Labor /Haver Analvtics

The opinions expressed herein are those of the author and do not necessarily represent the views of The Northern Trust
Company. The Northern Trust Company does not warrant the accuracy or completeness of information contained herein,
such information is subject to change and is not intended to influence your investment decisions.


mailto:agb3@ntrs.com

Continuing claims, which lag initial claims by one week, increased 159,000 to 6.883 million and
the insured unemployment rate rose to 5.1% from 5.0% in the prior week.

I have been answering questions about the unemployment rate and initial jobless claims in recent
days. The July 7 edition of this comment included remarks about the unemployment rate. For
purposes of economic analysis, initial jobless claims are a leading indicator (see chart 1) of
turning points of business cycles. The number of initial jobless claims is one of the components
of the Index of Leading Economic Indicators.

Here are some nitty gritty aspects about initial jobless claims | have gathered from the
Department of Labor. Initial jobless claims are a weekly count of the number of people filing for
unemployment insurance and states fund this program, with the unemployed eligible for 26 weeks
of compensation, well known information. The Extended Benefits (EB) program, a statutory
program, (20 weeks in duration) is funded by the federal government and is triggered if a state has
a very high jobless rate (after 26 weeks under the state program). The Emergency Unemployment
Compensation (EUC) program is a federally funded program which has been effective since June
30, 2008, with unemployed individuals eligible to stay in the program until May 2010 and new
entrants permitted until December 31, 2009). This program consists of two tiers of duration of
unemployment compensation -- 20 weeks and 13 weeks. The EUC program kicks in after the
regular unemployment compensation period of 26 weeks has expired. States make decisions
about when EUC and EB programs are applicable. Putting these different programs together, an
unemployed individual in a state with a high unemployment rate can effectively receive
unemployment compensation for 79 weeks. A spokesperson of the Department of Labor
indicated that 19 states are using the EUC and EB programs.
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