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LEI Contracts in April, but Details Show Continued Growth

The Leading Economic Index (LEI) fell 0.1 percent in April, the first decline in six months. Much of the
pullback was concentrated in building permits and jobless claims, but technical factors appear to be at play.

Technical Factors Pull LEI into Negative Territory

e Four of the 10 components of the LEI fell into negative territory
in April, but the underlying trend still points to modest growth.
Weakness in permits was concentrated in the volatile
multifamily component and could be payback for the previous
month’s sizeable gain. Limited supply and favorable
demographics will likely continue to fuel demand. Jobless
claims, stock prices and consumer expectations were also weak.

Modest Economic Growth Still on the Horizon

e The largest contributions came from the yield spread and ISM
new orders. Orders of both capital goods and consumer goods
reversed declines in the previous month and continue to suggest
modest industrial production growth.

e The coincident-to-lagging index ratio, a measure of expected
economic growth, pulled back slightly, but the trend remains
stable and continues to suggest a moderate pace of growth.
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