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"The unemployment rate is traditionally characterised as a lagging indicator and, as such, is viewed as having limited predictive power. After all, 

unemployment is a reflection of decisions taken earlier in the cycle so the rate always lags behind the realities on the ground – or so says 

conventional wisdom.�

This conventional wisdom is valid most, but not all of the time. There are rare occasions, such as today, when we should think of the unemployment 

rate as much more than a lagging indicator; it has the potential to influence future economic behaviours and outlooks. �

Today’s broader interpretation is warranted by two factors: the speed and extent of the recent rise in the unemployment rate; and, the likelihood that 

it will persist at high levels for a prolonged period of time. As a result, the unemployment rate will increasingly disrupt an economy that, hitherto, has 

been influenced mainly by large-scale dislocations in the financial system."��
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