
A stream of increasingly disappointing economic data helped accelerate the multi-week 

correction in stocks. Last week, the Dow Jones Industrial Average lost 2.3% to 12,151, 

the S&P 500 Index declined 2.3% to 1,300 and the Nasdaq Composite fell 2.3% to 2,733.

The most recent high-profile evidence pointing to a slowdown in growth came in Friday’s 

jobs report for May. For the month, total nonfarm payrolls grew at a much lower-than-

expected 54,000 (consensus expectations were for over 150,000). Additionally, the 

unemployment rate unexpectedly rose to 9.1%. In retrospect, a disappointing data set 

should not have been that surprising given the weaker data we have seen over the past 

month. There has clearly been a soft patch in economic performance this spring, and as 

such, the employment growth rate is slowing rather than accelerating. In addition to the 

weak labor market report, the ISM Manufacturing Index for May dropped sharply and 

weekly jobless claims have become more elevated.

The news has been bad enough recently that the term “double dip recession,” which had 

been banished to the sidelines, has again begun to appear in the financial press and in 

investors’ conversations. Additionally, some have been discussing the prospects for an 

additional round of Federal Reserve-engineered stimulus. From our perspective, neither 

of these possibilities has much real chance of occurring. We recognize that the US 

economy has hit a rough patch, and we remain concerned about the potential fallout 

effects from the slowdown in China and from ongoing debt problems in Europe, but we 

believe the preponderance of the evidence suggests that the United States economy  

will continue to grow at least at a modest pace.

In our opinion, the current slowdown in economic growth can be attributed to a number 

of different factors, some of which will be temporary. First, we believe we are still seeing 

the lagged effects of the spike in energy prices that occurred earlier in the year as a result 

of supply disruptions and escalating geopolitical risks. Additionally, production problems 

caused by the earthquake in Japan have had some negative effects on the global economy. 

In the United States, a rash of poor weather, including some terrible floods and tornadoes, 

have contributed to a short-term slowdown in growth levels. All of these factors, however, 

have not been enough to cause a break in economic growth. For that to occur, we believe 

we would need to see a material weakening in liquidity, lending rates and the health of 

the overall credit market, events that do not appear to be on the horizon.

Regarding the role of the Fed and the possibility of another round of quantitative easing, 

we expect the central bank to maintain its current policies for now. The US Fed is one of 

the few major central banks in the world that has yet to signal a shift to a tighter monetary 

stance, and given the recent string of weaker economic data, we do not believe that will 

change any time soon. At the same time, we do not believe the Fed will be launching 

additional easing measures once its current bond-purchase program winds down at the 

Bob Doll is Chief Equity Strategist for Fundamental 

Equities at BlackRock®, a premier provider of 

global investment management, risk management 

and advisory services. Mr. Doll is also Lead Portfolio 

Manager of BlackRock’s Large Cap Series Funds. 

Prior to joining the firm, Mr. Doll was President 

and Chief Investment Officer of Merrill Lynch 

Investment Managers. 

Weekly Investment Commentary
Disappointing Data Should Be Temporary, But Ultimately  
All Depends On Jobs

June 6, 2011



For additional information, or to subscribe to weekly updates to this piece, please visit www.blackrock.com.

Sources: BlackRock; Bank Credit Analyst. This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, 
offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as of June 6, 2011, and may change as subsequent 
conditions vary. The information and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be reliable, 
are not necessarily all-inclusive and are not guaranteed as to accuracy. Past performance is no guarantee of future results. There is no guarantee that any forecasts 
made will come to pass. Reliance upon information in this material is at the sole discretion of the reader. Investment involves risks. International investing involves 
additional risks, including risks related to foreign currency, limited liquidity, less government regulation and the possibility of substantial volatility due to adverse 
political, economic or other developments. The two main risks related to fixed income investing are interest rate risk and credit risk. Typically, when interest rates 
rise, there is a corresponding decline in the market value of bonds. Credit risk refers to the possibility that the issuer of the bond will not be able to make principal 
and interest payments. Index performance is shown for illustrative purposes only. You cannot invest directly in an index. 

FOR MORE INFORMATION: www.blackrock.com

BlackRock is a registered trademark of BlackRock, Inc. All other trademarks are the property of their respective owners.

Prepared by BlackRock Investments, LLC, member FINRA.

©2011 BlackRock, Inc. All Rights Reserved. 

AC5416-0611

Not FDIC Insured • May Lose Value • No Bank Guarantee

end of this month. As we have been discussing in recent weeks, the QE2 program was 

effective in terms of helping shift the economy from a deflationary to an inflationary 

mode and it also helped raise asset prices by prompting investors to take on more risk. 

At this point, however, the Fed will be content to allow that program to end. In other 

words, once QE2 ends, we are not expecting to see a QE3. 

An additional item that has been in the news lately has been the ongoing debate over  

the US deficit and what will happen with the debt ceiling. As we have said before, the 

discussion over the debt ceiling has to be viewed through the lens of political theater, 

and we expect that the debate is likely to go to the 11th (if not the 12th or 13th) hour. We 

do believe that the debt ceiling will ultimately be raised as part of a broader agreement 

to cut spending by at least $1 trillion over the next 10 years. We are likely to see some 

cuts in defense spending, a cap on discretionary spending levels and some sort of budget 

process reform that would force Congress to reach certain debt targets. We also may 

see some cuts to second-tier entitlement programs, but we doubt there will be meaningful 

changes made to Medicare, Medicaid or Social Security.

Looking ahead, the economic forecast will be largely dependent on the state of the jobs 

market. A significant acceleration or deceleration in the pace of jobs growth has the potential 

to change almost everything. While we do acknowledge the downside risks, we believe 

that trends in corporate earnings and profits suggest that the pace of jobs growth should 

pick up in the second half of 2011, which would help keep economic growth on track. 


