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Not That ’70s Show 
 
 
 
 
 
 
 
 
 
 
 
 

YRI Podcast. In our latest video podcast, Dr. Ed discusses the main points of today’s Morning 
Briefing. 
  
Inflation I: Productivity Now & Then. Mali, Debbie, and I have been spending lots of time putting 
together lots of chart books on inflation so we can carefully monitor the current situation. Our latest 
is titled The Great Inflation of the 1970s. We are using it to track the similarities and differences 
between the 2020s and the 1970s. We’ve done so before but want to focus now on one of the 
most important differences: Productivity growth collapsed during the 1970s, while it is showing 
signs of rebounding in recent years and could fuel a productivity-led boom if our Roaring 2020s 
scenario pans out. Consider the following: 
  
(1) Streak of inflationary bad luck. As we’ve previously noted, everything that could go wrong on 
the inflation front did so in the 1970s. President Nixon closed the gold window on August 15, 1971. 
During the decade, the foreign-exchange value of the dollar plunged by 53% relative to the 
Deutsche mark, and the price of gold soared 1,402% (Fig. 1 and Fig. 2). 
  
The CRB raw industrials spot price index, which was relatively flat during the 1950s and 1960s, 
jumped 165% during the decade as a result of the weaker dollar. A supply shock in late 1972 
through early 1973 sent soybean prices soaring (Fig. 3). As a result of the oil crises of 1973 and 
1979, the price of a barrel of West Texas Intermediate crude oil rose 870% from $3.35 at the start 
of the decade to $32.50 by the end of the decade (Fig. 4). Cost-of-living adjustment clauses in 
labor union contracts caused these price shocks to be passed through into wages, resulting in an 

 
Check out the accompanying chart collection. 
  
(1) Inflation was so 1970s! (2) Comparing the 2020s to the 1970s. (3) Wages soared while productivity 
crashed during the Great Inflation. (4) This time, productivity may be making a comeback. (5) The risk is a 
wage-price spiral. (6) Dopamine demand shock plus policy stimulus shock boosting inflation now. (7) No 
shortage of shortages. (8) Buddy, can you spare a house? (9) Rent inflation could make a comeback. (10) 
US provides the world’s economy with a shot in the arm. (11) Brief world tour. (12) Movie review: “Godfather 
of Harlem” (+ + +). 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNzS5nxG7V3Zsc37CgS_LVs6Vv55M9rk4W5yQhd81TZG_FW3Vz7Ql4YhmTgVVc3pC6R4j8TW4t1p2K3Ch10FW27_lzR8GRbffW3BvtKY6-TnYbV6jkxB5gFsFDVcTCNd45GXltW4wBHrz8nhTkcW670by63XF7NGW1f4Qw237CfRbW4NBtBl67ftyvW3183kD8s--mCW1T4Cp21-Fmg3W3XFbRs4Cgy4kVygQzT5dTjv8W8-PHXz24Mtq-N9ksDbZFdz4VMxz__6NjnGVW1Bxb_R6CcT-pW5vnzMv49F06vW8vBC-Q310_6PW5DQXG-26TCXfW3xF-xp5zVhBtW486Qsy3hQCXNW2SzMn69fDd7KW5qZ-Kc3gwfTkW6ZtMGX1nSNVQW64700s7mV9VWW8mGdCY5pqHXvW7l2_Jt6Qmk9x39HS1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgGD7W7PDjRX1z58lWW8mt2PM4bFZmzW2PYsgd1MZm3FW39xbVK12pbj7W7lhzFc7_rBfRW46jx4W1Q5-ZvW4gnSG_5vB7NGW3JPsJd6fv_rnW1Bdk6P17fGZFW1p_Xgk43NH35W5gFypv66H10cW2n1pKQ6h3YWwW6X2MpM33z9yPW51c3Tl8dY-tvW3Dg3F84h7n8VV1k6QV92fJmlW28S7zg2-4dC6W3023xW8Qd3JNW5VPGks5NmJhGW4t571Z1fKTF_W8nyB6262vT0jW6mn5lY8nFkM233-g1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7Cg-1YW1tmRtt5VGQGYW8G7BJc88RKn7W4yLY4K72JzprW5L05gs6r6WnpW11QD4659YPg6W7KGqSN24YR_lN7YfvqsT64rzW4Tsb2_5rJZRQW6mv7Mv3kbtR4W8XXxZC6dSWjMW3Jc9sp2zpqZ-W3g4znj412_x3W17jZ_c6rG_JCVvPrz14gPM6cN5VzrHwGV6GsW8sk5_R6wsShjW6d2h6R85XwlYN2tLZzq5zdvqW6FJX425F7ChYN2G2jy7HWYyQW1ypbYT65PqccW5c-twj39-YR337Sk1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgCG9W3yR7nc3Ns9BRVJC-gd2W_VZ6W8lg-n96mK6zcW5tXBr45dpWqBW23jhks3BM7bRW6jltFG8MNTTQW3wLW1x6jzJG2W2bcrgT3rxQBVW5tM34S1gg-FTW61kBpj3VBSssW1Shrjr5dc-R6W2zQ41W49STsCW5hnyNW2DnGhCW34cxVg1-wG0gW24gsv88CrX7rW8G_yrN3FCH4TW3WR0Sn8VjPx9N6dPMgNy2w8dN8_L14nZKb0VW2gtNc36xX1BTN3X_9kH3tgjRW10_S2Y70_txc3hYM1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgKcNW5rNPn_6PPbK9V2NfHY5jnsq5W4QJKdq8RgYprN3TF5G5mf3GpW4T1mmr4VNsGBW3_svSv5YnyGHN55fCbN7PYvBMyvBWkpvxcPW3C0VCJ2b1BPTW1-Z3qK5hXn8RW4QVyv01F30VgW1kCwfY4xsqyGN2YVqt_6kw77W75h3_R6cvx7ZW1v7S8H5GBdGDW3rMWTD7RtVSQW9bj2fq8NN79zW744XCM6FQsCtW5ljxVP3QmDgrVWrjJ-1y8p4LW8lt6RY4sz9jbW7NLFHf7BHKyM3dJ51
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgBlXN11LYpMgzGW4W1lDjxc46bLgzW3VGLYC5mLXVmW9bgbr54CnmM8W11Clfl5ppjV2W2TY6Hw3qLQBGW3skr264VLqp8W40c2q32MxHmNN8K9xm1yZsfYW4Sy9_36j3PLFW2WNlz_6GnprnVCCQmM4jpXfmW2rLhT88PYtD0W6xZDJ73PkKsGW4Fc92M3LKvflW9hBfV44JZHwSW85wXFy2_25yVW3_XHnC3gZpc3N23pM8qgPTtPW3sDQB121BjTwW7WHKPf6kxMwgVN9Ycr2njCXL3lv31
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgDDGW6_cWJn6D9YLxW3QRMgj1fpnb4W8jMjx_3vg3RdW2Q9bTD8cvNQxW3X-frK8hzmZ_W6mv-Nj9kztwMW3vBn4z73b-sPW8Yz9tV3-F7Y3W7SpY2830JRtgW1ztkrY8gdd0QN402YqcBC0dqW8tpGZN7-YrfMN8N5w0LgJbK4N2w6Rs3_hNjqW7R8pwr4B-yxmW1NYB-Y5V6WXnN3hY4Sq3LN6nW6vVNl96m_4VrN72_jKK4F25VW7kj49M6WG9kBV7kjTg5GPlDhW5Y9RBp6WvsxN35p21
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inflationary wage-price spiral (Fig. 5). (For more on the Great Inflation, see the excerpt of my 2018 
book.) 
  
(2) When the cost of labor soared. We can see what happened more clearly by focusing on the 20-
quarter percent change, at an annual rate, in hourly compensation, which includes wages, salaries, 
and benefits (Fig. 6). This measure rose from a low of 3.5% through Q2-1965 to a high of 11.4% 
through Q1-1982. Meanwhile, productivity growth, measured on a comparable basis, dropped from 
a peak of 4.6% through Q1-1966 to zero through Q3-1982. Unit labor cost (ULC), which is the ratio 
of hourly compensation to productivity, soared from about zero per year during the first five years 
of the 1960s to over 10.0% during the late 1970s and early 1980s (Fig. 7). 
  
(3) Rise and fall of inflation. The core PCED inflation rate is closely tied to the trend growth rate in 
ULC. Both rose dramatically during the 1970s as a result of the wage-price spiral, which was 
exacerbated by the collapse of productivity. During the 1980s, both fell sharply as hourly 
compensation growth slowed dramatically while productivity growth improved. Since the mid-
1990s, both the ULC and core PCED inflation rates hovered in a range between zero and 2.0%. 
  
(4) Where are we now? During Q1-2021, the 20-quarter growth rates, at an annual rate, in hourly 
compensation, productivity, and ULC were 4.3%, 1.9%, and 2.2%, respectively. The core PCED 
was up 1.8% y/y during March. Severe labor shortages suggest that hourly compensation growth is 
likely heading higher in coming quarters. We expect that productivity growth will keep pace with 
hourly compensation, resulting in ULC growth remaining around 2.0%. 
  
If so, then the PCED inflation rate should settle around there as well following the current base-
effect pickup in the price inflation rate. More specifically, we expect that inflation will run around 
3.0%-4.0% through the summer and fall back to around 2.5% later this year. 
  
(5) What could go wrong with this benign outlook? The decade of the 1970s offers the most 
plausible cautionary tale. Over the past year, both food and nonfood commodity prices have risen 
sharply, and the dollar has fallen. Soon, there should be more signs that wage inflation is picking 
up. In recent weeks, Amazon and Walmart have announced plans to boost compensation for their 
workers. On May 18, Bank of America said that it will raise the hourly minimum wage of its US 
employees from $20 to $25 by 2025. The bank will also require its vendors and suppliers to pay 
their employees at least $15 an hour, with 99% of vendors already doing so, according to CEO 
Brian Moynihan. 
  
Nevertheless, we don’t expect a wage-price spiral. We do expect that rising wages will be justified 
by rising productivity. 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgCl2W5S5CDk6mFkVzW3jmnyd6p4j2ZW4G6V4V8RbgZ1W7DqSdr8_0m_KW6HCmSR3cmWvBW33SxwQ77VNfbW4K9BHD4pxB2QW5ZNX7P7TZ_VRW20NS6h6RR-MXW6MPtry75FHsJN70y8lHL31GnW3ZzLzd3fS7PWW8DB1v526xlKhW3bvHn14TyYBQVxwmBb7PPRQ8W8xQdfp2JYfQZW6J3TpG84Y7BfW2Jfh7C4VwrGCW1jw_LB4m-tTFW7Nxbxm4JfPKvW7kx7JS6z7TjfW2Pkqj_1Tdzch3dng1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNC13p_97V1-WJV7CgW0GW4csKkl5xtxPYW4z8B3n2Z5rMdW7mdzLm2rpMtwW8YYh0g1FqsJRN509Bz3QMTNJW7FtVD86t92B1VgYzqc4yvLRVN7M25ZS534tkW1XVRMH65nS3nW738H568VDrMFW1-P2C26MKM4rW63S_PZ7Yr3qzW4Q1lSN7V6xn1W8z_WXr8vW4pcW34ZkGr29cfRMV2mZq52vzQ1LW38dqKj7Tx2BzW68ZKm37Vyb8TW1d_3888DC7vwN65bjsWyJZfLW6-yft-6mLPMBW4wzRvD5KbLN_W4fpSKw3d7gg_W6NzFgY7lDzg63ldq1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgPhKVKFyYB9k4Cy3W6jC55X8627FXW8qb8V35HwJ3vW5bnSsN4mSG0FW1swJ6Q7D-zGqVjGm-07nlr-xW296z1t1l8pKXW4nLHq75qgMX9W7zjs6n3wbC9vV3-sLS5kPYMvW3lZ1nL5R44SfW85WWwz1dY_blW7-Y_702CQyG5W3TlshP8Sp3YvW7xHPSr4Mm5r5W7sY2_05ry0N3W5ylZVM5bmvXLN3QKlBl5PHcgW5sLlNX5h5ngxW61_lJM2gDpnFW67_Qg92nsn3gW1tK84C3Y_dS-3mBD1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgF9hVFPdf73Y4W1QVnHcgj3VGsdfW2cr4cL5yqyMkW6qt6Zt5m5th_W1M7twD33mL1ZW6TGDZH1PctVKW4BHrqN6yK4DNW6QVyPb3XxMwyW5LVC6J8BX2qZVdyDsC6dlvyWW2R8nXK5VF8brW1db4Lz8NHhPwW85Jrwm612lGjW5t04vC3l1f_hW7LlpDM5FPH3JW7p9VHt5QVXhvW94gFZJ5Q0yK2W4qp0F35jVh8DW35xw545gRx3qW6p8mxQ6HYTPLW7W5l5095-b2NW7nGJ0W4ByRCW3pz11
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNCk3p_9rV1-WJV7CgTWGVm5hrr9kWqrvW2hnc4b4B_BckW7p7DqL2wW8ThV3T1757y2mP8W4m4cg_65mqTgW7GQq9j8Q220LN36blvDRNfP1W6qgnfG8dMMv8W9bZfbR6gCRdNN2gBgzn5gbjbW1crvXV7yTdb8W5wGWWY2dM7tQW407d7Y3cy8NKW1s7j5K25wxwJW7kCDM52Jrt7RW4n4qWn7z1w34N5YGY5hl32JvW3y5y0D8Qs-yKW3rY8Mm4mXv3YN8L8DJbvGcM5W2FVn191SQXg3N4l8w-dXg0qTN7sVmnjH5Lg0W4YBvq42gDp4HW7Thnpd7V1_7NW6fH5yf2j_RWv3lDb1
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Inflation II: More of It in NY and Philly. While we are waiting to see how this all plays out over the 
next 12-24 months and over the rest of the decade, there’s no doubt that for the here and now, 
post-pandemic inflationary pressures continue to build. As the pandemic abates, consumers have 
been treating their cabin fever with heavy doses of dopamine, released in the brain by shopping, 
particularly on goods. 
  
Now they are likely to do more of the same by spending more on services that were constrained by 
social-distancing restrictions. The resulting “dopamine demand shock” has been amplified by the 
fiscal and monetary “policy stimulus shock.” The result has depleted inventories of goods, 
lengthened delivery times, and boosted both prices paid and prices received. Consider the 
following: 
  
(1) The malls are packed again. Personal consumption expenditures plunged during March and 
April of 2020 as a result of lockdowns mandated by state governors. To help relieve the resulting 
cabin fever, Sandy and I provided links to a selection of YouTube songs parodying the pandemic. 
When the lockdown restrictions were gradually lifted after April, Americans got their dopamine 
rushes by going shopping, especially for goods, since many services remained limited (Fig. 8). In 
fact, consumer spending on goods rose to a record high during June 2020. Spending on services 
remained below its pre-pandemic peak through March of this year. 
  
(2) More services. Now that services are restoring their normal operations, spending on them is 
likely to soar. The rebound in demand for services is already showing up in April’s y/y increases in 
the CPIs for lodging (7.4%), airfares (9.6), and car & truck rentals (82.2). So far, most of these 
increases are a result of the base effect. 
  
(3) Shortages. Anecdotally, many services businesses are reporting that finding workers to meet 
their rebounding demand is a challenge. Shortages are also a problem for many retailers, 
wholesalers, and manufacturers. That’s evident in the record highs in the most recent delivery-time 
and unfilled-orders indexes in business surveys for the NY and Philly Fed districts (Fig. 9). The 
averages of their prices-paid and prices-received indexes continued to soar in May as well (Fig. 
10). 
  
Readings on inflation-adjusted business inventories-to-sales ratios are available through February. 
The overall ratio was 1.37 that month, down from 1.43 during February 2020, just before the 
lockdowns (Fig. 11). Here are the comparable readings for February this year and a year ago: 
manufacturers (1.71, 1.68), wholesalers (1.25, 1.28), and retailers (1.16, 1.34) (Fig. 12). So 
inventories are particularly lean among retailers, especially auto dealers. 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNCk3p_9rV1-WJV7CgLLJW4sZ9W47KvqK3W3Q7B307TgT6dW7--HKm2WDZszW19CkT41Kz4wmMN-sllLyDZYW8JZgkX5WL9g6Dy4JHRR15hW13RHX38LYbJcVRcCpB49pG14N5D1Q0Tf0sdNW828b0w6zsDMyW8LmM_t2yPQ5-W6WD3Wt4dJpTcW15-qw71-9WvTW2SMkXb2BXw-sW18Lt8Y99wnFTVWWc304ZXFlGW9bbnYV7snf-4W1R5vyr6KjKlwW88-PL-8rWbXpW7cn1dV3NBlrmW7GtTWm4dJYC4W3F0Jqm8PSvLyN5fdKqynJL2rW1_Bddh6W_RQBW3MFXYY1X7gFD31Zb1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgR_KW3cwlZJ5yGGnZW3r3yMg93DhPKW1GhV8T3tbk0_Vp949y2Nlwb_W4LKNXV1m-ZTfW7xW5yd6_P_-KW1qfqw53WSQjcW1fjt204c2GhFMtWclxSVwW5W8Jdyc_7N271ZW23vm4V2bGmPCVy54gx69fNLVV800lt2ZRdhYW84dMJd9j8NpyW8vCs816bCFQkMWy3xgGJtNfW1PyDgZ5kc5cwW1pMd247M5WJLN6zMhvcvl2NxVSL5jW5BDLbzW6glLTF46pfJzN8-CBPlX2J6_3j2f1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgZ6gN1jbczqyGS_kW4LFdG17NkLVFW9m3b_S51kvtSW7wtKb_253y99W4fv0X54g34W3W7q3TQH63sFCzW5J5tpQ5rKJyTW7kq1dT8LdfCNW6PMJJy1wdtyTW4wq2582bqpQCW8PYcZ76N76-jW6XXtpb2Fv47hN7s9RRKXmkdDW4r2zT92zdQ0xW5DfdjL13cKmrW6VWGf-5hDG7tW3bB5-k4FL5FNW4jJF0j6JBy_7W1q5_Pf49pvhqW5B8xTc5xWhFLW5_X0jg1tnvbgW8YRYJt73Xg6F3hKl1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgLdYV_-z875BWJMqW95Z30464tBrDW4QBSRy90Y1XXW8LGbMt717t5fW7Y8zgk5t83s8W5cyh6d3tQNy2W3jtNb17qw49LW74LV-G2xSS90W9j9L3N773VYSW9b1CGp5FnS0_W1Y03737LdRKzW1G0pCn37gzg5W4Dn5vp2h_XjJW41tc_R8g0DfCW4t02_D500Hv-W1jRQH91YrBG8W20RcJ75X0H6gW9b5Q_P6_dXRxW8t9p4S1ZQ9JSW1G0H-h473gj2W5wml0s1wCnqPW8F-DT63XTmCq3nK01
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgLdYV_-z875BWJMqW95Z30464tBrDW4QBSRy90Y1XXW8LGbMt717t5fW7Y8zgk5t83s8W5cyh6d3tQNy2W3jtNb17qw49LW74LV-G2xSS90W9j9L3N773VYSW9b1CGp5FnS0_W1Y03737LdRKzW1G0pCn37gzg5W4Dn5vp2h_XjJW41tc_R8g0DfCW4t02_D500Hv-W1jRQH91YrBG8W20RcJ75X0H6gW9b5Q_P6_dXRxW8t9p4S1ZQ9JSW1G0H-h473gj2W5wml0s1wCnqPW8F-DT63XTmCq3nK01
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgPM4W59jm521yq3pFW6zxCbw3_5v0hW1vqcfB15dsPzW4FSvPm2cRvMjW6D7snk3VJkhWW863PfW2k6djtW7BlZXj8RhmnXN6V0Xxj67MjbW1fyMMP1jTjsgW1kKt338qHHq4W3fJJ5J6MWlhHW6K3TYD81mkPtW4TT0hf7JQvRHW3l3NSt5BNQ2lW7Dl_mt1-262kN88bVGRBqJyhW7K_Mxh17h_kWW2T-P_b2grlXWW74YhyV5df3WXW1MSyRC5swG_vW898cnd5HWqGSW5qK0MC1yq9582wz1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgHDYW94Pxzk97NSpPW3Z6qZj8ss970N6yD_wkB6VqWW3yt3vF3C70btW7z9HtH3q3wk9W68-Dxz7TbwJ2W6VZ4WJ4LjY3TW6v8DNM5Vhj7zW857zss27pgn1W6LWrgr4GQw22W3v4JlD6Xf7cCVWn6bC5kL2D6VK3VsJ4TpMKKW3NvCYT5N-kXGW83f_GV5J8Yg3W2n5gt_3Mr0jgW1BQW5d6KdG2SW3XZ8s082prvLVSKFDp5X_r3FW6Xw8MR88FSfVW5zry4n2GbKWBVyrlLP1-Q7tp3cHW1
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(4) Hot houses. Speaking of shortages, the inventories of new homes and existing homes for sale 
are both at record lows. Demand has been booming. The median price of existing single-family 
homes was up 20.3% y/y during April (Fig. 13). That’s a record high. 
  
The prices of homes are not included in measures of consumer price inflation because they are 
viewed as assets rather than goods. Our concern is that the shortage of homes for sale combined 
with soaring home prices is depressing sales. First-time homebuyers might decide to continue to 
rent rather than to keep running into a brick wall in the housing market. If so, then the rent inflation 
components of both the CPI and the PCED could start moving higher again after falling for the past 
year (Fig. 14). Here are the weights of tenant-occupied rent and owners’ equivalent rent in the CPI 
(7.76%, 23.99%), core CPI (9.81, 30.32), PCED (4.29, 11.67), and core PCED (4.85, 13.20). 
  
Global Economy I: Shot in the Arm. The global economy has received a big shot in the arm from 
all the fiscal and monetary stimulus in the US over the past year. Some of that stimulus leaked to 
the rest of the world through the US trade deficit. During 2018 and 2019, the inflation-adjusted 
merchandise trade deficit hovered around $1.0 trillion (saar). During March, it had reached a 
record high of $1.24 trillion (Fig. 15). 
  
Inflation-adjusted merchandise imports soared $0.7 trillion (saar) from $2.3 trillion last April to a 
record $3.0 trillion during March of this year. The 12-month sum of inbound container traffic at the 
West Coast ports is up 20.6% y/y through April, also to a record high. 
  
Global Economy II: Growing or Slowing? Notwithstanding the strength in the trade data cited 
above, we are hearing more chatter about a slowdown in the global economy, especially in the US 
and China. Let’s go on a quick world tour: 
  
(1) US. The Citigroup Economic Surprise Index has come back down to Planet Earth from a record 
high of 270.8 on July 16 to 14.7 on Friday (Fig. 16). Fewer upside surprises suggests an economic 
slowdown, but that’s happening from unsustainably fast growth. The downside surprise in housing 
starts last week caused the Atlanta Fed’s GDPNow tracking model to lower its Q2 real GDP 
projection from 10.5% to 10.1%. That’s still red-hot growth. As Debbie discusses below, the Index 
of Leading Economic Indicators jumped 1.6% m/m during April to another record high (Fig. 17). 
Markit’s flash PMIs soared to fresh record highs in May, led by the NM-PMI (70.1) and followed by 
the M-PMI (61.5). 
  
(2) Europe. While Europe has had some significant setbacks in distributing vaccines, requiring 
renewed lockdowns this year, the Eurozone’s M-PMI remained elevated at 62.8 during May, while 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgC2sW4lm77V9h7FGwW27rYpH6BXGhSW4_BRRk5PGDMqVlt5Dd97NvdVW2xbxRJ3QXxFVW5z0dYk2HP2mHW52JJld3TTVHRW872M-F4r6kZHW2d02vl1b7GWSW31G-Yd6JW76xW2DY4mL93Pkj3W94CQJ57c0j6yW3gdN1285DCmzW7wHF3D96HDq7W2t5Rlz7x_BYRW2ZrMB-63tHXbN3NjQMPMpSpYW4-rj_x7T6Z9HW1R8k505dRGPyW3JDc5r2YF5qfW3dRtfj93XrNRW1NRg9W22WFxp3nD21
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgzZnW6XYns95GSbp0VSwdjF9b7DxTW7LCfQV4cfKDxW9bRzPz12dSffW5LyBj5264ph7N8VcSJpVNZQ1W6z07jm5YhsfnW8mKVjz8vXFrjN37R55kYfZ67W1d5dqw6V9W_1W6gkVNv3LtVb0V5VpD51J5rsmW1RlRQ86CJzpGVTfXqd2gd_YVN4yMBY9qqTBxW3tYb562ZHKcrVdC0kf8PN6_cW25HkRn63zlbBW183ryq8jxFNRW8dk5rQ40d95tW4TV6c06mZ3ccW2kvDm83PzyDZ3mhk1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgKylW2hLVcb5bYYXTW4rGh6D4NdyBQW6RGrLj6YHPdWW25ZGy05YdnfbVzNx-d4P7kC1W5lm5sx8rjgcTW8Ytk-M4z49tsW7MKSmC8_DKVrW9gwK5z2W6c2TN3MvLv3yjJ0sW5lfkg5890sDvW1xgK_M5RZR5KW8fR93288jZvhW15SFqd63lhBLW1QVvrp8BXwr2TZL8c8h0WBYW3xC8Fk5p4zFsW7s-P0-73VtT4V5pMzY2sq5rvW7dPB7f1PVVbcW4txDc25kB5l4N9hSklHm9wxv3mVC1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgJvlW3zRb6h5gT2SRW3xNZWD6CFD3nW6jCD6Q6DZ1ktW7l2LDc7Cc6v5W49Gq6p5FyfnHW3xCCYt2GF7c_N11RpFw1Y7v4W497QzT1W5hy3V7Y4kg725nFjN2FgJfN7CG4FW1yDqXK4dRtNHW8sRRkG7RDjXDW1-x7JH8CjrntW7PzkSv8qY-vrW53q3yC3KLYLwW2WVlPG88qQY6W9brwtZ7YKG63W4mymTl6qZscNVYYKY-168CsyW5ZgVHC9lBPdNW7kSFPF3VNH0qW3Q-GNm2dr4rr33dk1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNC13p_97V1-WJV7CgMNJN576l1DHKlWNW2RLfgB12Rm9_W7q4V2H953rvgW7W-_fX3PNtr6W6P8pJd8TK9nJW6R-hw94FtfTYN33lyZ5R1V9_W8QK3Qx97152WW3gFQDL35yDTVW3zSMz26cqPy8W8v8Qjk6Cnv0_N7BmWhXrT0WcW6NnqLW2Z7L1TW7BNQjJ7xX0QZW85Lt7W2HTxy3W2zBGTH52sVntW1h1j5p72F_LDW1LlVvD4tZPfhW1XKmXh27sBWwW6h8w041nFKZnW2G7btJ8FKPLdW20Qxl63_772fV69qzp1YC4mrW69gL8K8jQwl73cy51
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgNCDW1RQDfJ7v_JhVW310-w916vGqFW43KHyZ1-zDpzW7t3BVr3gCJ9DVGGZww2q-nBPW5ZWqMc647zlnW5HwR5S9cwjxzW7B9vkV4vBCZVVnXkyH3Vjpc3W7bHY2r785gB1N2s3M96Vqy_5VBT7R892bm-WW7kBVxh4XfWkjW5nl9G51WblNnW548s4s1rH56zW53Jjxy1t-6TZW8W10HP73ncS5W1FZG567jS6_yW2rbzwd73TK2FW32fvBZ3RJ8ZqW91jr6X7m9WHxW5_jXN53p1H6g3j6J1
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its NM-PMI rose to 55.1 (Fig. 18). The region’s Economic Sentiment Indicator, which is highly 
correlated with the y/y growth rate in real GDP, jumped to 110.3 during April, the best reading 
since September 2018 (Fig. 19). Europe’s recovery is underway but lagging that of the US. 
  
(3) China. China’s real GDP rose 18.3% y/y during Q1 (Fig. 20). However, it was up only 2.3% 
during Q1 (q/q, saar). While CPI inflation remained subdued at 0.9% y/y during April, the PPI was 
up 6.8%, which might prod the government to ease off on easing. Any slowdown in China is likely 
to be reflected in commodity markets, which remain strong. Then again, China’s MSCI share price 
index (in dollars), which has been highly correlated with the price of copper since 2015, is down 
18.1% from this year’s peak on February 17 (Fig. 21). 
  
(4) Stay Home vs Go Global. Notwithstanding the weakness in the dollar this year, the ratios of the 
US MSCI stock price index to the All Country World ex-US stock price index (in both dollars and 
local currencies) remain on their uptrends that started back in 2009. (See our Stay Home vs Go 
Global.) 
  
Movie. “Godfather of Harlem” (+ + +) (link) is a television miniseries based on the life and times of 
a black gangster named “Bumpy Johnson,” who defends his turf in Harlem from the Italian Mafia 
during the 1960s. He does so by skillfully forming alliances with some of the families. Forest 
Whitaker, who plays Bumpy, stands out in an outstanding cast of actors, who portray Malcolm X, 
Mohammed Ali, Congressman Adam Clayton Powell, Vincent Gigante, Frank Costello, and Joe 
Bonanno. Like The Sopranos’ character Tony Soprano, Bumpy is a likeable family man but 
involved in a dirty business. The civil rights movement of the 1960s features prominently in the 
series. A great deal of progress was made legislatively during the 1960s, but today there is still 
plenty of room for everyone to do more to get along respectfully and peacefully with one another. 

 

Calendars 
  
US: Mon: Chicago Fed National Activity Index, Braindard, Bostic. Tues: Consumer Confidence 
119.0, New Home Sales 975k, Richmond Fed Manufacturing Index, S&P Case-Shiller Home Price 
Index 12.3%y/y, Quarles. (DailyFX estimates) 
  
Global: Mon: Kuroda. Tues: Germany GDP -1.7%q/q/-3.3%y/y, Germany Ifo Business Climate 
Headline, Current Conditions, and Expectations 98.1/95.5/101.0, Japan CPI, Tenreyro. (DailyFX 
estimates) 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgBKVVyC-SL8xWXX6W15hKgL3NW8tSW2Q-0-08wlL93W1LLQT21QjhW1W2t91_k7ldFHyW1WnQvz3mTdPhW96T5BM9426krW1_xdsV88HQP_W8mbdM53XJvc1W2mhNpH7CThLNW21qfC550bbB6W7H1-N829jWv8W665W3S1FLpjqW38kS-s3SJS6xW3lWbST5qX5gxW3pBfHN4JcwRvW5Gv2Wh3yXfBcW7c9ggw8S-KG9W26Y1rp5FRskNVKSQt95Dc8xqW427y_61PhJNbW41d3k651hhxn2lP1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgW7kW7mhhcl7PVnp_W7R73H53nCxS6W5dGW3b4WdSBgW9951k92lrg12W3wvZSy5_11ZyW8VQlqP3WGz0vN4p38b-vqN0rW5rWXRt6-0HKSW8KMp4f13nplZW8hzM_y32nQKpW5fXJx12pY1t5VdpZ7K8SL-0NW2vHMr43rkRTxW5DfSYN86kY3ZW4HJxlm1nb4ZZW5-KH5G5XQQhfVlny3P3H0849W5kw0RX53bfBWVwt5hw2PBGGWW72S-xm6Vwt7JN622X29n6G29N7DfdRXpfY333nMz1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgN77W88FRVk6tP885W50x7ld55VzSJW8nSv_F84yvBmW7k96kJ5kksKhW5ynCDL3VmlgrW7pPBv816_Pf-V7mHG-67dWlgW3vCHx54hMrWdW7RVLkY8gqD2cW4mFSwh1LHXxkW58dJ6R4vgxsDW1BzQty3pdT-tW7r0Czc4SNWkZW26kmWM6ZrphwN7FgQdZyZYPtW6kLxVp5cq3JGW66NZ9x2JdW19W8mgkHG7LtG82W9lCHBs7tLn50W1rbLhw895yF3W2K_fQq96yfxsW10f4PK3KK7dc3jQD1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgN1rW4BzFmq6rxFSnW5pdlny2BPS_XW71xsGg33GTyrW3BbrTl8BX2ppW98vw2Q9f0z8cW4Tqr0T1HDY4VVDqBD83Vp3ybW6JRyBB7ZCsVjW4pjc4Y12rP1dW7WH_9j5-5VbZW5lCmT03mCqfpW2wqgVR27QhkGW4bm5hR1KjB5pW3Mlqtp8F711KN8hVB5N2XRZMW5TFKGX43Q0MpN6XDhwdgWSD-N4DFm7-s61fNW2LDtQk6y-9FkV164fY7CJKNMW5PwLdC2tQBkWW4BK_5h6S4r9-35SN1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgXS_W8Snq293SwvjgW1vJctB1RGvShW4fB1dc20dp8WW2p6RkN308yhLW6MNp011b9szPW8hSw2782mf8kW1G0Byw1SnBk4W8rWX9G5-_c14W64-yWr6hqSkrW7m5ZLt1PpBRLVxWTwy5mwg5BW7hKnwR2r0s8HW4qNjm93ymsjbW4RBpD_4yMmPPW8wKwhJ8yQm-gW52WfgN4NC_ZsW2TxtcC5KPJkYW8sQ4Sv52gKYfW6ZtDtr3ZhCgLW8FRbHZ3YGmW4N7_mRWznm80DN92r0jWssQTL367k1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgXS_W8Snq293SwvjgW1vJctB1RGvShW4fB1dc20dp8WW2p6RkN308yhLW6MNp011b9szPW8hSw2782mf8kW1G0Byw1SnBk4W8rWX9G5-_c14W64-yWr6hqSkrW7m5ZLt1PpBRLVxWTwy5mwg5BW7hKnwR2r0s8HW4qNjm93ymsjbW4RBpD_4yMmPPW8wKwhJ8yQm-gW52WfgN4NC_ZsW2TxtcC5KPJkYW8sQ4Sv52gKYfW6ZtDtr3ZhCgLW8FRbHZ3YGmW4N7_mRWznm80DN92r0jWssQTL367k1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgP-JW6Z_mQt2zhnMnW3BrFd11Z3-f7N4Mqb4C_7ZtXW8d8nTy2x7gw0W7Lq3YM87hs3cW32mZJ_5fbQH7W1GpYLY2qXLqwW3JGkmH3FWjW-N8vGFpppsNjsW3-cCKx8l2DXQVs8qW-6wvqdCW5GVx9l48BMn8W6L0bY_3HB3ZZW4PRpYw1gWkyhW1bltmG6j2qdgW6fV_0l2kkQyyVKXrTZ2Qf1jvVMN1R-5BL5sWW5qRQw46fm7vfW4xRGG-4tyHDpW7thC9m6FDV8FW79Bjyv6Q1XdV3ppj1
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Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index drop 0.3% for its 
fourth decline in five weeks. The US ranked 35th of the 49 global stock markets that we follow in a 
week when 33 of the 49 countries rose in US dollar terms and the AC World ex-US index rose 
1.2% as nearly all regions moved higher. BRIC was the best-performing region last week with a 
gain of 2.3%, ahead of EM Asia (2.1%) and EM Eastern Europe (2.0). EM Latin America was the 
biggest underperformer, with a decline of 1.3%, followed by EMU (0.7), EAFE (1.0), and EMEA 
(1.1). Hungary was the best-performing country last week, with a 6.0% gain, followed by Jordan 
(5.4), Denmark (5.0), and the Czech Republic (4.6). Chile was the worst performer with a decline of 
13.0%, followed by Peru (-7.7), Colombia (-5.1), and Egypt (-4.2). EMEA is now the top-performing 
region so far in 2021 with a gain of 12.1%, ahead of EMU (11.7), EM Eastern Europe (11.1), the 
US (9.7), EAFE (7.8), and the AC-World ex-US (7.0). The following regions are lagging, albeit with 
gains: BRIC (0.6), EM Latin America (0.7), and EM Asia (1.8). The top-performing countries ytd: 
Austria (27.5), the Czech Republic (21.4), Canada (18.8), Sweden (17.8),  and Hungary (17.3). 
The biggest laggards of 2021 so far: Colombia (-22.8), Turkey (-19.3), the Philippines (-13.0), New 
Zealand (-12.3), and Indonesia (-11.2). 

S&P 1500/500/400/600 Performance (link):  All three of these indexes fell for a second straight 
week. LargeCap dropped 0.4% for the week, less than the declines for SmallCap (-0.8%) and 
MidCap (-1.2). LargeCap and MidCap ended the week 1.8% and 2.9% below their respective 
record highs on May 7, while SmallCap was 3.9% below its March 12 record. Fifteen of the 33 
sectors were higher for the week, up from just eight a week earlier. MidCap Tech rose 1.9% in the 
best performance for the week, followed by MidCap Energy (1.6), SmallCap Tech (1.2), SmallCap 
Health Care (1.1), and LargeCap Real Estate (0.9). MidCap Consumer Staples (-3.6) was the 
worst performer, followed by MidCap Consumer Discretionary (-3.5), SmallCap Industrials (-3.0), 
LargeCap Energy (-2.8), and MidCap Industrials (-2.7). SmallCap continues to lead so far in 2021 
with a gain of 20.1%, ahead of both MidCap (16.6) and LargeCap (10.6). All 33 sectors are higher 
ytd, paced by these best sector performers: SmallCap Energy (58.3), MidCap Energy (51.0), 
SmallCap Consumer Discretionary (39.3), LargeCap Energy (36.3), and MidCap Materials (28.8). 
The biggest laggards so far in 2021, albeit with gains: MidCap Communication Services (0.4), 
LargeCap Consumer Discretionary (3.6), MidCap Tech (3.7), LargeCap Tech (4.3), and LargeCap 
Consumer Staples (4.6). 

S&P 500 Sectors and Industries Performance (link): Five of the 11 S&P 500 sectors rose last 
week and the same five outperformed the composite index’s 0.4% decline. That compares to a 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgW7gW7mC6jY56jcCQMfWlx83KRJVW1Q3yjW3RPqlFW6LHfH46bf8V_W20yG6V6qqz3MW8xrzv86TXqtWW1pWKw57tyTlnW13z2rj7Mt5W-W2TMwnL3YWj88W9jGCfY2kYRfqW4th9_18yKkQ5W84vZks4BHR2zW4-VqCH6LN-CDW7J6DmK7P7j5XW8H59PN87sFpgW3ZNbCY28pR2ZVc0nYv7fLqfMW1_dwzV7w7gRgW3HF2vR8qDJGSW4FxvF14k91P-W1rfRSh6zKv4LW5FGzYp7QSYd13chw1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgBR7W4wT6Jw649TvCVsTr3y76c8rFN6nVgQ3bd87vW8tw1766mDFQBW3B9TQs6mdLHnW45y6qf4rL7LqW59HqfG7tjr9PW4j-NYw668B7hW6FXYMN8Cg3MVW5r6RZ772nMXxVdGQDl6cfHBtN1nHVKDyrbmtN21_n2tMsVlmW1SXSGq95PzvbW2bljfM8lrMkvW3jF0q353mSMdW20r03g6zJqdvW6_M4yj2czMQpW4lW8bY89gBTkW1XDfpx7VGChKN7P9dd2FZPKdW7Qy2Lr84QTW53ghK1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgH8rN2wWFlNxkLGkN74X-VkDtml-W3p3Tyz36G_q3W1Rhnnd7h335DW6l_0hY2C2DM3VCx8sZ51wjC_W5S_Q-G2Q-gKFW6llzNZ1RdGFhW7SCGtZ7y7SBGW7DWMn53QsJzvW7YDF572PRSxXW6D369Y4nX5pDW7fgrXm5BlBc3My2b4s5ChsTW4ChKxj3DDBPZW1q_NDy9lkRMFW3fDxGH4VVTBYV3yppV3qdhc0W4q27wS7GxxHMN3GWS_w4yPHlW1FTF2312nKDvN925m9mpSBc03l3S1
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1.4% decline for the S&P 500 a week earlier when three sectors rose and eight outperformed the 
index. Real Estate rose 0.9% for the biggest gain of the week, ahead of Health Care (0.7%), 
Utilities (0.3), Tech (0.1), and Consumer Staples (0.1). The worst performers this week: Energy (-
2.8), Industrials (-1.7), Materials (-1.4), Consumer Discretionary (-1.2), Financials (-0.9), and 
Communication Services (-0.6). With respect to 2021’s performance, the S&P 500 has risen 10.6% 
so far, with all 11 sectors higher ytd and six beating the broader index. The leading sectors so far 
in 2021: Energy (36.3), Financials (27.1), Materials (19.4), Real Estate (16.0), Industrials (16.0), 
and Communication Services (13.2). This year’s laggards to date, albeit with gains: Consumer 
Discretionary (3.6), Tech (4.3), Consumer Staples (4.6), Utilities (4.9), and Health Care (9.3). 

S&P 500 Technical Indicators (link): The S&P 500 fell 0.4% last week and weakened relative to 
its 50-day (50-dma) and 200-day moving averages (200-dma). It was above its 50-dma for a 12th 
week after dropping below for a week at the end of February for only the second time since early 
November. It was above its 200-dma for a 47th straight week last week after being below for 13 
weeks through late May. The S&P 500’s 50-dma rose last week for a 29th week after falling for a 
week at the end of October for the first time in six months. The price index dropped to 1.6% above 
its rising 50-dma from 2.6% a week earlier and is down from its 19-week high of 5.8% during mid-
April. That compares to 0.1% below its rising 50-dma the week at the end of February and is down 
from a 13-week high of 6.0% above its rising 50-dma in mid-November. The index mostly has been 
trading above its 50-dma since late April 2020; in June 2020 it was 11.7% above, which was the 
highest since its record high of 14.0% in May 2009. That compares to 27.7% below on March 23, 
2020—its lowest reading since it was 29.7% below on Black Monday, October 19, 1987. The price 
index was above its 200-dma for a 47th week, but dropped to 11.2% above its rising 200-dma from 
12.3% a week earlier. That compares to a 14-week high of 15.4% in mid-April and a 17-week low 
of 9.7% above at the end of February. It’s down from 17.0% above in early December, which was 
the highest since November 2009 and up from the 26.6% below registered on March 23—the 
lowest reading since March 2009. At its worst levels of the Great Financial Crisis, the S&P 500 
index was 25.5% below its 50-dma on October 10, 2008 and 39.6% below its 200-dma on 
November 11, 2008. 

S&P 500 Sectors Technical Indicators (link): Nine S&P 500 sectors traded above their 50-dmas 
last week, unchanged from the prior week and down from all 11 sectors above in the week before 
that; that compares to four above at the end of January. Consumer Discretionary and Tech were 
below their 50-dmas for a second straight week. Looking at the longer-term 200-dmas, all 11 
sectors traded above them for a 12th week. During April 2020, just one sector (Health Care) was 
above its 200-dma. Energy’s 50-dma turned down in the latest week for the first time since early 
November, ending a six-week string where the 50-dma had been rising for all 11 sectors. That 
compares to just six sectors with a rising 50-dma in mid-March, which had been the lowest count 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgXbcW2ZbdgJ9fc8tYW4KQGjv7kd2HVW2x7ykT55Hmf3W6MXpFc1yyXgsW4HX7-C878t6MW2-Ht357kfpFvW6d4VcQ6RM4PZVj1_8P1RjjcKW4Tywmn6RysmNW5lbt2V1Ww-XtVSyb3l77cBjbW2Ncb6n6YGlXxW6vDQmq7SJXqHW40fvsc1cFY_KW1tHyF37yNC7FW2LjTRT6Z2dh-W3KY-G912cG9WW28gk9h8Mn48tVN_l-t8bLZY2VPJZD_6vYQ7rN8-WXMtsLSYmW5T569V4C7y7S3nrk1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgQGHW7g_g3t5vQSK9W7bC-Y48p0PkzW2cVRN84VqqsHW3R1yBg7LNZJKVzrzxm80gRzyW1l1RjN2FfK56W83Dbkb4_Tp01W7J0v7x3kb7sFW6TGGTz90z-fqW5HTpgp63z_ZDW7W3cV74mknSlW4m6G1w756vPyW4NYfKT4PrD81Vh7x4s1CHF8wW8G081C5QxxmKF1cbRG22XCXN6vSr69Lt-JRMyZPz8GpXLzW6T1vH17tqTNyW6HT01D54d8FYN55MLQG2Q6d1W62qTVW3qQFXz38bY1
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since early November. All 11 sectors have had rising 200-dmas for the past 11 weeks. Energy’s 
200-dma finally turned higher in mid-December after mostly falling since October 2018. 

 

US Economic Indicators 
  
Leading Indicators (link): “With April’s large monthly gain to start the second quarter, the U.S. LEI 
has now recovered fully from its COVID-19 contraction—surpassing the index’s previous peak, 
reached at the very onset of the global pandemic in January 2020,” according to The Conference 
Board. April Leading Economic Indicators (LEI) advanced for the 11th time in 12 months, jumping 
1.6% in April and 17.1% since bottoming last April. Eight of the 10 components increased last 
month, with the average workweek and real core capital goods orders unchanged. The biggest 
positive contributors were jobless claims (0.81pt), S&P 500 (0.23), new orders diffusion index 
(0.18), the interest rate spread (0.17), leading credit index (0.15), and consumer expectations 
(0.12); real consumer goods orders (0.02) and building permits (0.01) were small contributors. The 
Conference Board notes that while employment and production have yet to recover to their pre-
pandemic levels, the LEI suggests “the economy’s upward trend should continue and growth may 
even accelerate in the near term.” 

Coincident Indicators (link): The Coincident Economic Index (CEI) has increased in nine of the 
12 months since bottoming last April, with the only decline occurring this February (-0.7%); it was 
unchanged the last two months of 2020. The CEI climbed 0.3% in April and 12.2% y/y to within 
3.1% of its pre-Covid level. All four components of the CEI contributed positively, with both 
employment and industrial production contributing 0.10ppt and real personal income less transfer 
payments and real manufacturing & trade sales each contributing 0.05ppt. Here’s a look at how the 
four components performed in April: 1) The payroll employment gain for April was dramatically 
lower than forecasts, adding only 266,000 jobs (vs close to 1,000,000 expected). Payrolls actually 
fell by 65,000 if the 331,000 gain in leisure & hospitality jobs is excluded. 2) Industrial production in 
April expanded for the 10th month since bottoming a year ago, climbing 0.7% m/m and 16.4% y/y, 
though is still 2.7% below its pre-pandemic level. Manufacturing output advanced 0.4% and 23.0% 
over the comparable periods, and was 1.6% short of its pre-Covid reading. 3) Real personal 
income less transfer payments increased for the third successive month in April, by 0.3% m/m and 
1.5% over the period; it had dropped 1.0% during the three months through January. 4) Real 
manufacturing & trade sales is stalled around recent highs, climbing 0.4% in April following a 0.3% 
gain in March; sales rebounded 3.2% in January but fell by the same amount in February. (Note: 
Latest data for both real personal income less transfer payments and real manufacturing & trade 
sales are estimated using statistical imputations to address the problem of lags in available data.) 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgZ6LW3yZ95p21NtwbW48js-s43wcwCW4z5m2Q8tn0_gW8mfNqq3jZ_c_W2fPtt716WvxrW9l4H-J6MV0FtW14Hc4S6rz9HrW2pRLYy567Q0vN5c29gD3NZjCW1gZTNj1xR38dW2KVd5H55lyYhW7SMgLc7RH_97W3NSHH-8FZCL8W7Sbt4Z45NNCQW8D8GMq8vr4zKN8pQCrM8QGLJW8sZmtf5fsSGKW6Mf4jq4NpzVJVr6V7f774T1bW1S_G-S5LRNrCW72Sjf_1cN9B0W11KmRT6TTNBj37yg1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgQRjW2pY8jn9kkqQRW7Nz42J4NwjScW9671mb2Hj30HN7_Z2Rxm0jvMW2-jrtk4nsf7PW3d1Htr48sM98W3R-Mv56whz2gW3-zWZ4388tsQW1f6DDY7dZjbgW71NXwg19hwSzN28Qxbbz0SvrW3S_8Z24WhyvmW63qQbt50ZYR-W96dBpc14qS6ZW4Z1RfW6n4_bgW1mmSlx5pNfNNW2crJ_69j_YBTW3r9DlL8QzbBNV1f6Cm2C0QrQW3tmK3L1tHc6QW5f5McJ2WlYJMW8fVX-L6jq9763fBn1
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Regional M-PMIs (link): Two Fed districts have now reported on manufacturing activity for May 
(Philadelphia and New York) and show the manufacturing sector expanded at a slower, though still 
near record, pace, while their prices-paid and -received measures continued to accelerate at a 
rapid rate. The composite index eased to 27.9 this month, after accelerating steadily from 8.0 at 
the end of last year to a record high 38.3 in April, as the Philadelphia (to 31.5 from 50.2) measure 
slowed from April’s explosive rate, while New York’s (to 24.3 from 26.3) held around last month’s 
pace. The new orders (to 30.7 from 31.5) measure saw billings not far off April 2004’s 33.0 record 
rate, with orders in the New York (28.9 from 26.9) region slightly faster than last month and 
Philadelphia’s (32.5 from 36.0) slightly slower—though outpacing New York. In May, 
manufacturers hired (to 16.5 from 22.4) at a slower, though still solid clip, with New York (13.6 from 
13.9) factories adding to payrolls at virtually the same pace as last month, while Philadelphia’s 
(19.3 from 30.8) eased, though still beat New York. Price pressures are mounting. Both New 
York’s prices-paid (to 83.5 from 74.7) and prices-received (37.1 from 34.9) measures accelerated 
at record rates, while Philadelphia’s prices-paid (76.8 from 69.1) index was the highest since 
March 1980, while its prices-received (to 41.0 from 34.5) measure was just shy of the record 
books. 

Existing Home Sales (link): “Despite the decline, housing demand is still strong compared to one 
year ago, evidenced by home sales from this January through April, which are up 20% compared 
to 2020," said Lawrence Yun, NAR's chief economist. "The additional supply projected for the 
market should cool down the torrid pace of price appreciation later in the year," he added. Existing 
home sales—tabulated when a purchase closes—fell for the third month, by 2.7% in April and 
12.2% over the period, to a 10-month low of 5.85mu (saar). Single-family sales declined for the fifth 
time in six months, dropping 3.2% m/m and 14.6% over the period to 5.13mu (saar), the lowest 
since mid-2020. Multi-family sales increased for the second month, by 1.4% in April and 2.9% over 
the period, to 720,000 units (saar) after slumping 6.7% in February from January’s cyclical high of 
750,000 units. Regionally, total sales fell in three of the four regions in April, but remain above 
year-ago levels in all: Northeast (-3.9% m/m & +30.4% y/y), South (-3.7 & +39.0), West (-3.1 & 
+53.8), and Midwest (+0.8 & +13.2). Inventories for both total (to 1.16mu from 1.05mu) and single-
family homes (990,000 from 890,000) held near February’s record lows in April—down 20.6% and 
23.3% y/y. The lack of inventory has boosted existing home prices at a double-digit pace in all 
regions since April 2020: Northeast (22.0% y/y), West (19.9), South (15.8), and Midwest (13.5). 
Yun is optimistic about the housing market going forward: “At least half of the adult population has 
received a COVID-19 vaccination, according to reports, and recent housing starts and job creation 
data show encouraging dynamics of more supply and strong demand in the housing sector.” 

       
 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNC13p_97V1-WJV7CgQr3W2Z270H2jZBLNW3zp8K98xwTyQV1l2LX7mY8BRW1SV2bh96n7TzV6Cdhb4tkfqqN8M_7cdlzCdrW5s1Dpb4fNbw3W6sQ0WG8JHXTzVPxGQg3J9hVvVdjB062VwKWMW5jF9Qf954CpKVJDkrx7rhKSpW4SwtsT9cDhjsW9l9L0Q9b648CW8dycJy8fNMCQW3FkLl01QmVy5N8khh8JbJ6BMW3-fr3J2rgkPgW4tNm3w18QH8mW723XP07QHVD2W7S-z4p6VH2YHW5kfQ0r1lDl-6W99JLWf5CrCXyN57LN41kXSM83gg_1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgCn7VXn9_w2cMf6DW5h48qN50rTdbF8kNhhJMmycW3yRl2M9clgnwW6LKwG28b96-cW7l3cFM8WP1-gW6-R2747PCkPsW4qKW1k1J1mXQN8mCgrRV_GYbW3ZQKNH763NdTW7Lz6-q5c1CxZVxXq--8GxhL0W2-7MzD186DkbW2yTt928z_bfbW7bhXCY5PmvHqW2z9JkQ2Zgz8WW65GBpd8Vlz67W21pZYY2MK0JlW831rLW84CZF6Vk0DVC8HghfKW9j1KxY2Vh21dW67tlHZ2tXJ9p3d9z1
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Global Economic Indicators 
  
US PMI Flash Estimates (link): According to flash estimates, both goods producers and service 
providers noted record growth midway through Q2. The C-PMI (to 68.1 from 63.5), NM-PMI (70.1 
from 64.7), and M-PMI (61.5 from 60.5) all reached new record highs in May, with the service 
sector experiencing explosive growth, beating all prior records by a wide margin, as the economy 
continued to reopen from Covid-related restrictions. The manufacturing sector reached a new high, 
though lacked the fanfare, with manufacturers continuing to face headwinds as raw material 
shortages caused the biggest backlog of orders since data collection began 14 years ago. The 
report notes average selling prices for both goods & services are “rising at unprecedented rates, 
which will feed through to higher consumer inflation in coming months.”  

Eurozone PMI Flash Estimates (link): Eurozone business activity in May accelerated at its best 
pace in over three years, according to flash estimates, led by the service sector; manufacturing 
was stalled around April’s record rate. The Eurozone’s C-PMI advanced five of the past six 
months, from 45.3 in November to a 39-month high of 56.9 this month, as the NM-PMI jumped 
from 41.7 to a 35-month high of 55.1 over the comparable period. The M-PMI dipped to 62.8 this 
month after rising from 54.8 in January to an all-time high of 62.9 in April. Looking at the top two 
Eurozone economies, Germany’s C-PMI (to 56.2 from 55.8) showed only a slight pickup in growth 
this month, while France’s C-PMI (57.0 from 51.6) showed the fastest growth in 10 months. 
Germany’s NM-PMI (to 52.8 from 49.9) saw its service sector accelerate at a 10-month high after 
dipping back into contractionary territory in April, while its M-PMI (64.0 from 66.2) showed 
manufacturing activity at a slower but still robust rate. Meanwhile, France’s NM-PMI (to 56.6 from 
50.3) showed its service sector accelerating at a 10-month high, while its M-PMI (59.2 from 58.9) 
was just shy of March’s 20-year high of 59.3. According to the report, outside of Germany and 
France, the rest of the region recorded the fastest rate since the start of 2018—reflecting the 
largest increase in service-sector activity since February 2018.  

Japan PMI Flash Estimates (link): Japan’s private-sector economy contracted in May, according 
to flash estimates, after returning to growth in April for the first time since January 2020—as the 
service sector moved further into contractionary territory. The C-PMI fell to 48.1 this month after 
climbing in 11 of the prior 12 months from 25.8 last April to 51.0 this April, with May’s NM-PMI (to 
45.7 from 49.5) sinking to a nine-month low. It was the 16th month in contractionary territory for the 
service economy, after nearing the breakeven point of 50.0 last month. Survey members widely 
attributed the deterioration in business conditions to a resurgence in Covid-19 cases and the re-
imposition of state of emergency measures. Meanwhile, the M-PMI dipped to 52.5 in May after 
climbing every month but one from last May’s bottom of 38.4 to this April’s three-year high of 53.6. 
Japanese private-sector companies were optimistic that business conditions would improve in the 

https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgSrgN8dBynZXM1b_N80Yd04h2PF8W70LbN78QwkmMW2qdxFg4CN590W2lbJXk60BsRWW2THKXL2kKFDWW5YJm1D5ffVzKF2_yhDPD8F5N3VjzNYf0hWWW4qjf1r82tt0zW6n17C17KyzgsW3T5vYp3lfDCBW8FzFGw8js7HcVDZQsc8d5yscW841Bms1Y4MV0N3WrvFh6HTdfW1TMLJp2VyRBqW5YNrXb7YQ4sqW6lp7z528ZPFNMn88q6Q6MzKW9bxzW44HzFdNW2GCnTm7VyzNS32NQ1
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgSKMW1gqjJ_7SMNYzW1v8kKf8T5QZ1W34SDbM6D_x0HW8002d76yFbpTW8tPMLF7whnHwN2vXgmcMFMPtW3WW53x8c-Xd9W2KFjwQ8y70y-W2NLMwZ36NZLmW66fTtg561xPjW48ndxt3ZqqpxW7zhLtv689HC0W4r01lT64PFbjW997MKy4tFmrcW1zDYyY7P1nrYW7y6dgN63gMPMW4zTd1L3lgYlBW88JRn42mv1lKW7kmNKg4SQCbrW4FN6pX3YPwpwW4VJZd22w4N3QN7YDdKvSfzDq3lQ91
https://hn.t.hubspotemail.net/e2t/tc/VVHZxx5ZQThmW7tMmMl7qglJrW1sXT7r4rY4s-N31NNBL3p_8SV1-WJV7CgPryW6-KQjx5_yMn8W2M18mq5Z14YGW2gC5Z252R394W8Jjk7L4VkPQNW1fjG4w3sKk3KW6fGqlF7_5RJyW5Sqj-K5DfGFhW2whvFZ4rvKmpW4G3jg08T-y8WW8sJ6vf8qs3nZW2KYNKy4vBYQxW9fnM158mBBY-W8Krh6c75ftpGW2g6ylw6MNLKbW3KKdN-4WZf5-W7VHTzl1BbpMCN9lwhvNT2lKxMgC9Lt2fglMMD9wLz7Jl5yW6G4CB_6Sf-B7W4MlRjJ61yWfZW37CGlP1rXKC43pkN1
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year ahead, on expectations that the currently sluggish vaccine rollout would pick up, triggering a 
recovery in demand in both domestic and external markets. 
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