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Introduction 

As the 2nd quarter comes to a close, the U.S economy 

is showing questionable signs. First quarter 2013 U.S. 

GDP was revised downward to a disappointing 1.8% 

growth rate from the initial report of 2.5%. This is a 

reminder that the U.S. economy still has a long way 

to go to reach a normal rate of economic recovery. 

According to U.S. Bureau of Economic Analysis 

estimates, Real U.S. GDP will have grown 1.18% 

annually from 2009 thru2013 and even if one 

discounts for the -3.1% Real U.S. GDP growth rate 

for 2009, annual Real U.S. GDP is only growing at 

1.95%. The U.S. economy has averaged 3.8% Real 

GDP growth since the end of World War II.  

 

Key May/June Data 

Positive and Negative Signs 

According to the May S&P/Case Schiller home price 

index released in June, the housing market showed 

improvement with April home prices 12.1% higher 

than a year ago. Construction spending rose 0.4% in 

April, up from a 0.8% decline in March. The pace of 

sales of new homes increased 2.1%, its highest level 

since July 2008.  The May ISM report showed a 1.7% 

decline in manufacturing from April, the lowest 

reading for June since 2009. Orders for durable goods 

rose by 3.6% to $231 billion in May driven by 

demand for machinery and aircraft orders.    

 

Personal income increased 0.5% for May, with 

disposable income rising by 0.4%. Consumer      

 

 

spending rose 0.3% but has remained relatively 

stagnant since January. The U.S savings rate 

increased 0.2% to 3.2%. As of June 28
th

, the national 

average price for gasoline stood at $3.53/gallon. The 

June Conference Board’s Global Leading Economic 

Indicator shows the U.S. grew 0.1% in May, 

stemming from an improvement in the housing 

market, while Europe grew 0.4%. China rose by 

0.3%, with expected weaker growth ahead. On June 

24th, the Federal Reserve stated it is considering 

ending its quantitative easing program by mid-2014 if 

the economy continues to improve. The markets have 

experienced volatility, with many investors growing 

increasingly skeptical of the slow recovery and the 

DJIA down below 15,000 at the writing of this report. 

Over the past 12 months, the Department of Labor 

reported that the inflation rate has risen by 1%, which 

is below the Fed’s target of 2%. But with the Federal 

Reserve’s balance sheet at $3.5 trillion, fears of an 

increasing inflation rate are growing. The 

unemployment rate in May increased to 7.6%, with 

175,000 new jobs added. 

 

In June, Gold has taken a hard fall with a 13.6% 

decline in value to settle at $1,198 and has fallen 

22.8% year to date. Silver declined by 15.9% in June 

to stand at $18.62 and has fallen 29% year to date. 

For June, the price of oil rose 6.3% to stand at $97.23, 

increasing by 24% year to date. 

 

Current Issues 

Economic freedom is the right of every individual; 

that is the right to control one’s own property and 



 

 

labor and use it in whatever manner seems best, 

provided that the liberty of others is not encroached 

upon when doing so. The Heritage Foundation and 

the Wall Street Journal describe an economically free 

society as follows: “In an economically free society, 

individuals are free to work, produce, consume, and 

invest in any way they please, with that freedom both 

protected by the state and unconstrained by the state. 

In economically free societies, governments allow 

labor, capital, and goods to move freely, and refrain 

from coercion or constraint of liberty beyond the 

extent necessary to protect and maintain liberty 

itself.” 

 

As an essential for achieving prosperity and a higher 

standard of living, tracking economic freedom is of 

the utmost interest and value. The Heritage 

Foundation and the Wall Street Journal have achieved 

this through their Index of Economic Freedom which 

calculates a numeric value for economic freedom 

where a higher value equals a more free society. To 

calculate this number the following 10 components 

are considered: business freedom, trade freedom, 

fiscal freedom, government spending, monetary 

freedom, investment freedom, financial freedom, 

property rights, freedom from corruption, and labor 

freedom. 

 

The U.S. has long been heralded as the “land of the 

free” and in 1995 was ranked fourth in the world in 

economic freedom per the above. Since then, 

however, the U.S. has steadily fallen in the rankings 

and in the most recent 2013 index, in the U.S. settled 

in the tenth position. 

 

Very similar to the Heritage/WSJ Economic Freedom 

Index, the CATO/Fraser Economic Freedom of the 

World Index aims to calculate a numeric value for 

economic freedom with the intention of shedding 

light on the connection between economic freedom 

and prosperity. With the belief that the cornerstones 

of economic freedom are personal choice, voluntary 

exchange, freedom to compete, and security of 

privately owned property, this index calculates 

economic freedom by assessing the following areas of 

each country: size of government expenditures, taxes 

and enterprises; legal structure and security of 

property rights; access to sound money; freedom to 

trade internationally; and regulations of credit, labor, 

and business.  This index confirms the conclusion 

drawn from the Heritage/WSJ index: from a 

comparative standpoint the U.S. has become less 

economically free over the last two decades. 

According to the CATO/Fraser Economic Freedom of 

the World Index, the U.S. was ranked third in the 

world in 1990 and 2000. However, in the most recent 

index, 2013, the U.S. is seventh in the world while 

economies like Hong Kong and Singapore continue to 

lead the way in promoting economic freedom and 

more robust economic growth.  Where will we be in 

2014? 

 

Contact Us 
 

Comments or questions should be directed to Dr. 

Timothy G. Nash at: tgnash@northwood.edu or (989) 

837-4323.  To view Northwood University’s Monthly 

Economic Outlook Newsletters from previous 

months, please visit:  

http://www.northwood.edu/media/publications/ .  For 

more information about Northwood University visit 

www.northwood.edu. 
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