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US Economy I: Beware of What They Wish For. Everyone is talking about inflation. Is it 
temporary or will it last longer than widely expected? We’ve had lots to say about this issue and 
have more to say below. But first, for a change, let’s talk about the next recession. No one is doing 
so, as far as we know. However, last week’s historic events could set the stage for it. 
  
We are referring to the big blow inflicted on Big Oil by climate-change activists that we wrote about 
yesterday. On May 26, a Dutch court found that Shell is partially responsible for climate change 
and ordered the company to sharply reduce its carbon emissions. The very same day, Engine No. 
1, an upstart hedge fund that owns only about 0.02% of Exxon’s shares, may have won two seats 
on the 12-member board of the company. The fund aims to force the oil giant to diversify away 
from fossil fuels. It pulled off the coup with the help of Blackrock, Exxon’s largest shareholder, and 
a few other large money managers. Blackrock’s CEO Larry Fink has maintained that “climate risk 
is investment risk.” 
  
Previously, I’ve often observed that recessions are usually caused when the tightening of monetary 
policy triggers a financial crisis, which turns into a widespread credit crunch and results in a 
recession (Fig. 1). Arguably, some recessions were caused by, or else exacerbated by, spikes in 
oil prices. Interestingly, every recession since 1973 except for last year’s was preceded by a jump 
in oil prices. Most notably, the Great Recession of 2008, which was mostly attributed to the 
bursting of the housing bubble, was led by almost a tripling in the price of West Texas Intermediate 
crude oil to a record $145.66 per barrel (Fig. 2). 
  
If climate-change activists continue to succeed in forcing Big Oil to cut back on exploring, drilling, 
extracting, and refining oil, then the big winners will be the OPEC+ producers. Saudi Energy 
Minister Prince Abdulaziz predicted earlier this year that “drill-baby-drill is gone forever.” He might 

 
Check out the accompanying chart collection. 
  
(1) The next recession. (2) Big blow to Big Oil. (3) US oil field output remains depressed, as does the rig 
count. (4) US oil demand almost fully recovered. (5) Iran is a wild card. (6) Demand and supply shocks. (7) A 
business cycle on fast forward. (8) Inflationary pressures galore. (9) Great for profits and capital spending, 
for now. (10) Booms are followed by bananas. (11) Lots of reasons for labor shortages. 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgNMWW705vJ56LRtmCW4FYkRj70GNs8VdKD5b7FcNytW4x9kgp8ZXxMSN8LTTN0X0PCHW1jlh7b4z-0xsW56KqQN60gctvN8w6nyt5_58vW1C2n8l8l9Ls6W7lQqsb52sJDDVBJSnW2fFpyHW1gRjzN8KWbKSW7HHkdL7rVrNZW6_DP9h3vhL1GW6TX_pn8Jvs9bW1CgfBB4zTyRFN213qXdZMHP7W1mYqw782wFk6W5GHvx01DgQwnW315G0Q6YdmKtW5gCybD1_ZGsxW1M_Ml755Y7cL35lH1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgH_bW4-hvC_1pSD5FW7RyzGx6QLf6dW1wMbmB5CPXmwW1DknpT5C09Y_MsXSm9KLM1yW7cbXjx4_tgj_W6N85336PZz3wW2dmKr72nr5XyV9-Kkw3q_sL4W8g3mmQ4HJ4D8W7bZlT04FY2DTW4JvB6799Fdg7W8v03Zy3LD07bW9g9jYK7tZTZqN2fKcBB7BtTPW7g6XnQ8lkvJnW3HMXh03w98VXW2LhvPY8VMsmJVWWyJ56QJTq5W30Yhlj1LrF3wW5ld5CK2gr5jWW21qMCP4SZ60z3c5g1
https://hn.t.hubspotemail.net/e2t/tc/VW7nfj3r8FHjN6jHCR4xJ4r7W3Jh9SL4shY5mN3mxJ6p3p_8SV1-WJV7CgGGZW3Xd5VG2fLgr8VY4kRq7bbHrHW1pn1jQ4kTlQHW2mB8Z_49nrSsW9gSmHc6Bh4rNW2xF0Tq4NqR1LW5kGX0s6zcWjMW80-BC98t6QgMW1l_jBt9k4Cb3W8-PQl83VbCRYW158wct89VZMcVGm3QN5VFrLvW6NpgdZ8ddmmbW5v5NJ78dFL28W39klRf49Kqt9W58vY8s5gQ3qWW8BYfHK8QTnzJW5PLyZw96W9_MW18-w1P1x63jpMX7QfK44ZbGW1V0YTV13VL5NW3119st1mpydx3gb51
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be right now that investing in higher oil production is illegal, at least according to one Dutch court. 
Consider the following related developments: 
  
(1) US oil production. The price of a barrel of Brent crude oil has rebounded from last year’s low of 
$19.33 on April 21 to $69.63 a barrel on Friday (Fig. 3). That matches the price on March 11, which 
was the highest price since May 28, 2019. Yet during the May 21 week, US crude oil field 
production remained 2.1mbd below its record high of 13.0mbd during the April 11, 2019 week (Fig. 
4). During the May 21 week, the US rig count was down 57% over the comparable period (Fig. 5). 
  
(2) US oil trade. Thanks to the fracking revolution in the US, net imports of crude oil and petroleum 
products has been fluctuating around 0.0mbd since mid-2019, a remarkable drop from a peak of 
around 13.0mbd during 2007 (Fig. 6). However, the US could become a net importer again, as the 
US economy continues to expand while climate-change activists force Big Oil to produce less in 
the US. 
  
(3) US oil consumption. US petroleum usage has almost fully recovered from last year’s recession. 
Here is the current usage during the week of May 21 compared to the comparable week of 2019, 
i.e., before the pandemic: total (19.1mbd, 20.2), gasoline (9.1, 9.5), distillate (4.2, 4.0), and all 
other (5.9, 6.8) (Fig. 7). Petroleum usage could climb to a record high this summer in the US, as 
Americans are driving and flying more. 
  
The retail price of a gallon of gasoline rose to $3.11 during the May 24 week, the highest since the 
week of October 27, 2014 (Fig. 8). American consumers spent $307 billion (saar) on gasoline 
during April, almost as much as they did just before the start of the pandemic (Fig. 9). On average, 
households spent $2,500 (saar) on gasoline during March, well below the record high of $3,800 
during July 2008 (Fig. 10). 
  
(4) Oil price and the dollar. The trade-weighted dollar is inversely correlated with the price of oil 
(Fig. 11). In other words, if oil prices move higher as a result of more successes by climate-change 
activists, the inflationary consequences would most likely be exacerbated by a drop in the dollar. A 
similar scenario played out for the price of oil and the dollar from 2009 through 2011 without a 
significant pickup in overall inflation. However, the economic recovery coming out of the Great 
Financial Crisis was much weaker than the current one following the Great Virus Crisis. 
  
(5) Iran. There are always plenty of wild cards when gambling on the direction of the price of oil. 
On Monday, Bloomberg reported that Iran and world powers have started what could be their final 
negotiations to revive a 2015 nuclear accord. If a deal is struck, the US would probably ease 
sanctions on Iran’s oil, banking, and shipping sectors, though it is unclear to what extent or how 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgBYqW4njLj72TfFGnW9m3dPP5M1yCYV-HJ6P9cMXTwW5-mZGT7Cjl0xVQ2RRF4N0vGHW20pMZx47jYNNW1DtT5H3rTBQyW7GbkFr6gL_z8W5BtxX-7lswqzW1YmLpX8F1CVmW1FVYVJ2218M4W6Mt1492gRr_nW9jfXwC9f10MBN3s3-v28Tx7wW5TRxLZ3wqj0CW2bSbFD6K7JYYW6TjDvQ9gX0rjW3KjWRt4q_j8dW6vKGkh2k757zW1fVhhk6x6X_2W6sx5jz659LgZW5lDv2P2ys6PX3l611
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgRgHW1y6t3c1BmBYTW9ldf-r296qcbVWXHNK8mpZGYW7rFf8x3KqqVkW3kyqyW2Z_f67W4HL-gX9gbm1_W4RnqJ495tQ9pW19WvK23FrPvtW8Hl6Z15tLX8kW4PR5bw1VkHcjW7jbWr72FtLG1W8GrGT654VZ8fN6Vskx7kgDYSW15Nf6l4pqZpgW6-JjVf69kyYWV484vB6F9rPBW4vrvtN2prFphW4TDJ4y65K_BFW4-4nf85BkbklVrxGPJ7-hWnHN5F5S-JK_n2sW91qM8R4khJHL3jMx1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgRgHW1y6t3c1BmBYTW9ldf-r296qcbVWXHNK8mpZGYW7rFf8x3KqqVkW3kyqyW2Z_f67W4HL-gX9gbm1_W4RnqJ495tQ9pW19WvK23FrPvtW8Hl6Z15tLX8kW4PR5bw1VkHcjW7jbWr72FtLG1W8GrGT654VZ8fN6Vskx7kgDYSW15Nf6l4pqZpgW6-JjVf69kyYWV484vB6F9rPBW4vrvtN2prFphW4TDJ4y65K_BFW4-4nf85BkbklVrxGPJ7-hWnHN5F5S-JK_n2sW91qM8R4khJHL3jMx1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7Cg_3xN4zwZHJywCLfW7y8Sdq7H_RPDW3yrjt64m8_TvW7nd6BB4pMMJKW5Cb8-S1yj2JvW1hKpwB2J_c3mW77bFG91YLvM8W6VzdRg4hDk2JW1tl__X8jRW29W7hCTMD7wFRWrW6CYwcr4XQFvkW1KWr761QGwzMM5DWDTYwfcWW8cpx4n2l9NvkW7WmYdJ5FP_SyW31Zg0V88Ll_sVjhlb11FRhHsW237M_l93mTQnW1f9GFD7ZlQkcW6P3yvM3dY14pW4Q9P0f8Qn_N4W3g0lVM4Kwrcj3p5h1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgGbyVpCfwp2F7DhHW5qvVrC1QdLc6W8g74gR3F4nLcW43fnDK7LZKhxW5yP6-k710Rg4W2NNbqg1B7kGnW1JGT0H7pq456W7mH6Hc2gSKkTW8Jz-Sx2m1wMnW1fXy1y1vcqNCW4BXqkn6QdK-fV5D5d34npTlzV385_n9j3XLLW5j_SCJ4jSyTzW52YRd092WcddW3Rq5ng66PbbSW58cY6_8tmNQfW7qhYz911gTv9W2v19vM7qh4SsW5F1YgG1GJLv4W18lpRm5J6k30N1CRHpfRhbmy3jfp1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgV1hN2mlg8bv7kl5W66Xyd02bltwmN4RsK8n44ysMW7NdpH08nB5nbW1bylgw2xHrp2W7kpGL46Wj0_vW4SzkP75bgvfDW8WnZ6l2kR2NRN30YbNMsQD-nW7V2qXp6YNmc5W7wRl3D2kLBdjW2HJbyR5GlXkLW8G4MpC272Gc6W1v1KsX6NMdKpW99FVSk1Fx8hVW65_P7339Bx6CV4VqMK4nH3wKN2ZV4vVw1QlTW5MpchR40jmh9W1YfWMF5N5zPyW9cBKTT4FNM80W3z_nKq8X3Xsd37PC1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgNmdN3hKdr3sj-C1W1s-6Lz1MlhyrW8wwfjb94wGxQVKgtmW1PFYt9N1LdRXc7Vk6JN2jVSQPLs7YLW5RNcCP8MTzK8W7NkzWQ181d4gW2RFBVQ90G4wLW2rb7wG2KzCkBW4TZYQH1_D2QPW7CJgSN2VtrXsW8W6sqN7dxMXjW3HGNkG2Kv2mRW79zFJs4H4sVpW3V4wpy5XZjG1N3wmfBV8GCzZN5yzmVD1drMpN1MkhcLx_XjmW6383Dx8pTQFPW8Fw_Kq73KWKcW8LL5fJ7hW1FX3hwq1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgDyyN5vBH3QwzB0WVbBDmV8TrkrhW4cX1mZ717w7fW68fjjp7dqwPXN151kXCzPrxMW8BZwxX2Kq20XW9bLLm95vzNTkW1qfhHr6-Cn8ZW8DDNyS34xpG9VpshCh2QZjCRW78Qmq76t5ypPW5gmy1b3lqcMBW9kW1-98kxrsHW3gxfnh4pqS8YW5C0l9F7Q_NmlW1xBhTJ5lFmpfW4SxwRw3kpsGLW8cFNbL5z09nzW49z45_21mcS3W7lpnqr4cwPlKN5QylhrLdVJPW4qgMKj83ff3X28V1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgP6jW2B3rJB2jHxVkW8dCh1b8xTHRFW2LDR2b2KWwJNW11C2md2_JqwYW65DVLn5wwgWQVQ3GyK3h_WlWW3yw4h05s8CCHW6vplyp3GThP7W3MZrkK1Qycj_W48FG-S9c9DSvW3w8tpK5B7RF4W3fXSjB2cJ9y9W8zcTr27LCnxjW7Pn7zj7ZrRCjW3kG0hj6ZXRB_W3mZwqZ1ZYqlKW1lDMq218SmM3W2_wLGF7L_G-dW6WgJ3b9b-CxHW508b4_1NNmdmN5XpfMxT69CGW2sHnn-8ltCm332f11
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgV3NW7dd9wk8_ZJK8W9fqr3K3QXD0NW2tyv-26M64pqW4FV18d1MjjGMW8dvW6v6_5vH5W6JF9bP8B7WCZW5Pk6fD4lxRXzW5s4Q9w1mBTXpW5NBMVD6x2NDCW6_myXn2ZRy2gW7B6V6g4cRczJN3ktpgMYVHj3W24Hh3Y44MvnVN6h4GZmW3K1CW6dH5xn5Z4wfmW5fpzF43bcWS9W8MPQJP8_CvPpW1fKBtR7mGmsxVJv1Bc27YjSdW1mVhqm4qktpqN7Z7jsq5wj-SW1dnC8f2sN31l38Dn1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxLm3p_9rV1-WJV7CgR9sW4q5lMD2cYZyNW5xZxLn3FljtRW5GWZpy6_rkSJW4qCQL47lg8sKW9dz-c03SGSLnW3l5kG16SBZ_nW1rB51w3ctKv0W10Bl8-8t2N4ZW3-JT0v8v7ySWW6L1YhG1wkT7yW8gv7rZ12qPkPVlGVLC8Cp0m0W2fZ7yt7pCk2zN33bDz439HqpW61Thrj93dMCvW1yqCx61mmVHyW6nmrvv4d8-wBW12Dk2d7S8tr8N2n8FSZDvkv0W5npK2p2bkvlkVzLQDk97Tg33W4PfL1N2LLN-4Vg7VgF3ZLDmMW1rzHng48zNGnW61RGzv3tC0kHW7T7cT04g9hfZ3fbw1
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quickly that would happen. Iran holds presidential elections on June 18, and Tehran is keen to 
conclude the talks before then. Iran has been preparing for the lifting of US sanctions for months 
now, boosting its oil production and preparing to boost exports as well. The country is ramping up 
output, planning to return to a production level of 4.0mbd. 
  
US Economy II: Business Cycle on Fast Forward. Even if the price of oil and the dollar remain 
steady, the policy-fueled demand shock during the current recovery has triggered a supply shock 
that is causing shortages, longer delivery times, and rapidly rising prices. An oil price shock with a 
weaker dollar would only exacerbate the current situation, lowering the odds of the Roaring 2020s 
scenario while raising the odds of The Great Inflation 2.0. In fact, just yesterday in our Morning 
Briefing, we changed the odds from 70/30 to 65/35. Consider the following: 
  
(1) Prices-paid and prices-received indexes. The prices-paid index included in May’s national 
survey of manufacturing purchasing managers (M-PMI) remained near April’s reading, which was 
the highest since July 2008 (Fig. 12). That’s not a surprise since the average of the May prices-
paid indexes reported in the regional business surveys conducted by five Federal Reserve Banks 
jumped to the highest reading on record (Fig. 13). The average of the five regional prices-received 
indexes also jumped to a record high in May. All 10 regional prices-paid and prices-received 
indexes are at or near record highs (Fig. 14). (The data for the regional surveys start in 2005.) 
  
(2) Backlogs for the record books. May’s national M-PMI survey showed that supplier deliveries 
and backlog of orders rose to record highs last month (Fig. 15). In addition, the customer 
inventories index fell to another record low (Fig. 16). The average of the five regional indexes for 
either unfilled orders or delivery times rose to a record high in May (Fig. 17). 
  
(3) Capital spending. The good news is that the inflationary economic boom is great for corporate 
profits, which is great for capital spending. The y/y growth rate in weekly S&P 500 forward earnings 
is an excellent coincident indicator of the y/y growth rate in nondefense capital goods orders 
excluding aircraft (Fig. 18). Sure enough, the latter measure of capital spending on equipment and 
machinery jumped 0.9% m/m and 22.0% y/y to a fresh record high during April (Fig. 19). 
  
(4) Bottom line. What the economy is experiencing may simply be a business cycle set to “fast 
forward” by the insanely stimulative combination of fiscal and monetary policies. We had a terrible 
recession last year that lasted only two months. Twelve months later, the economy had fully 
recovered, based on most macroeconomic indicators. Booms usually occur at the tail ends of 
expansions. This time, one started during the tail end of the recovery and continues at the 
beginning of the expansion. 
  

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxL33p_97V1-WJV7CgRqDW8tTgg82VWM3cW9bkMrY3xF0DVW6z4Lp49lR08ZW4QKT3c4fWf-MVgJZD14bhWG3W1xn7xM1Kh-ZXVmnnbW5ZbPk7W2q5LH22xZ-nRW5nmJNb5WQjtmW3fX9Sk4B4B_QW2FSrZk8Qj-SvW1BP4jF6Zc1RzW8nmYz-2__QwQW59FrHr2MKBsgW5-VMqL4lTJ3cW3BDN0Q3P8rGJW7Pr0y17L9VCQW1Vch0z896SHCW8_-vY18nq4SqW7Lsl0g1R15xlW1Fd_Kk22wpSwW42-3jd5rYl_kW8zskMP1fGKLVW8m6QGv1NRMJ33gz_1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxL33p_97V1-WJV7CgRqDW8tTgg82VWM3cW9bkMrY3xF0DVW6z4Lp49lR08ZW4QKT3c4fWf-MVgJZD14bhWG3W1xn7xM1Kh-ZXVmnnbW5ZbPk7W2q5LH22xZ-nRW5nmJNb5WQjtmW3fX9Sk4B4B_QW2FSrZk8Qj-SvW1BP4jF6Zc1RzW8nmYz-2__QwQW59FrHr2MKBsgW5-VMqL4lTJ3cW3BDN0Q3P8rGJW7Pr0y17L9VCQW1Vch0z896SHCW8_-vY18nq4SqW7Lsl0g1R15xlW1Fd_Kk22wpSwW42-3jd5rYl_kW8zskMP1fGKLVW8m6QGv1NRMJ33gz_1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgWx2W14Hkxf22yLP3W5rjQrf2gtMfMW4H6Dpc2yytBDN65_Qt_1t-6dMpywQvPhmsFVxYN_N5hX5v4VqLHCH77xqSgVxTzKR45Pdk7W3-jfc15bL3hTW5k8FLV51r77RW5j3MjC8pSlCXW9lc5Nf4pFjkHW4dSZKd36128hW159p_t5_xM1BW8P5phv4qJ0-1W1mcGgC69SpwWW7MwSmr1KPz-5W84vXtQ2kt6S2N61qjG7kGL60W7sYWlh3k3FrMW8mLSVq3jltHhW8vXnHQ6jLL_233v71
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgYZkW8pBY794NJRnxW1sC5K394yVHgW2QrX7g6cSD4XMjXFvYppDZkW7ZXxFl1f1ZQ-W52Bvr11WLZnlW8XDFfL5nxy69VQ2CFD8tX742W4qVDcp8Ph3yKW6tWlJQ3nbBkcN7hD1kvNzMHXW59FSr261Lz4lW2sx9791wPd0KN3h6H4DJT-0wW3NzZwq8X90bdN6H9cvMZ7G8bW1WYmxr3n1qhqW2dbkMq3L9MPBW8m42Dm3RJrJBW6BQR6N4XYDZmW9hr8hz6QwJwmW2zf4M88405Bj2yK1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgKgzW3-bmnB1z-0L9W2bVX992t442FW16-YxW50-cTNW4VKY6w21C9CtN5K_9-rLFHCSW3VwPnF35XprMW3wpZvG54qxrQW5YcHZj7Kb2QJW3R4LYw1MzwWHW8pT38x8v1MhsW1V2CL56hmNr2W4BX8f756cxHqW8WbmzN5x7ZbpW1yS2P86RF0JtW68MYxf9cQkP1W6lmn_45Xl5vgW4y5gsW19BdzhW3mP7YY2QNY-0W6tLsWT3MsWqRW5ySvld3TPw6bW93DW-m5KKRlsW2j0w145TQMGW3lpz1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgT2vW8_XRSr8mgSy1W3f2W-99lx0gnW7cF9px6w5DddW1NRcNX4cYKV1W16Txf-7NvJVFW3s3FPq90f078W9bKV7T3tyQWfW2F8f_L46-yBLW46NvhW7tm9YpN8bmv0C9zCcXW3sWqjB6dM-m_N7rbPCPZ5MJ5W5srBth427xVtW95gv4p48zdSJW7jZ7MW8yjs6bW6Nmp6n3xfXKNW6G4yp73qfmhXW195X-k8LMmFcW1d-Yd08gkk9zW3snYQ88JlvljN60QBM6H3vJ7W95ScjX4QvgSj33nb1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgGfXW4pQGY-9d33g-W5C3P215jMBvRW2_Pv8p7zghz9VCdvK56brwk1W5zZlR74fT56cW15dCbh92BTT_W13_1JN8fBz4YW1VddmP87VDglW3GHrZT2ryr_gN9grz17qdFTTW2pcfNQ4tlNq5VzP3yZ4ZtmpNW53R-8Q36WZsrW7-SNf339zp26W3L3blS7ZdKp1W3fC2Q26Xc_5lW2SsYYj83Y3W7N6hrs1b4GDGjW2Z_1RN8trn7YW2xq4K68QjwCFW5hhbC88lzymKW6fVBWc2GDS9V35yp1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgKvLN8FcbLf-cQkGW27KW9X3KywgYVzC0P25kyKQtW8_94nd5ZjXZtW4hf0tN8SZc48N8G8XNpYgMs-W8Dbrkr5fx8RNW1MtJMn7ZzCDSW4Bfgk37FKmP-W4qsTF65jDnQMW6QQfWJ4bms9PW3wL3RX1CVfsRW6BpyLJ6h5T_6W3Rkb6P2gLCXXW6G4cLt54M-LRW1HClqZ4KL7dNW3SCX0r6TwVH4W93j2n41QzTs2W4jdgVQ5BWx_tW3_C0qq4KkNF0W8QRWDS7d9-zrN8BPyZ0KVx9p35KG1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgX90W9g1fj43Rql_pW8dMdZg1lh05MW4jx6cX4y7YGKW5JVVD27pxmgbW49D1gF1pn2CdW2M7mZX72fHS5W605vjM3PgP_HW93Nlwd1pBvw8W31x_zh9cybvKW8fKzmF3J_RlmW6g8sgh6fLt2DW2gXv565N5c67N42VHBRgCDh9W4Jgp1Y5XlKSKW9770ln2pg1NrW7vtxtM6jLjkXW5scHg-3fmG29W7_015j2KkJVfW491MQ62zpf-3W6j2PCQ9jTP3jW8B-29j8S9py0VVP2rg4vprtW31qQ1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgTbDW5_tk404pm5_qN6flwz0lcrxxW7kJN0p6xJ5L2W8_9Dh26XSyL4VgF7kP1XnW4VW9dp9r96PtGLSW8Zq6S39fFM5mVvmPYN5gGC2YW5KXsNq9jLKlqV3zDnQ2ZHLGwW3Jf0-B4-RT7TW7jlldN70V68TW4rc6_-31VWSNW725gtZ5ZrJ3GW2HXd_G6Vn1_dW92fZQq8Fkv2zW27BVfJ6q0sW1W5d0bhX1x3QbkW2zybXM6fkQCmW355YL55pcb_ZW821rbp7F-6QbW3NYF7R1QrPnc2Qd1
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That’s all great until it isn’t—because, as we all know, booms are followed by bananas. Economist 
Alfred Kahn, an economic adviser to former President Jimmy Carter, warned lawmakers in the ’70s 
that if they didn’t get inflation under control, the nation was heading for a recession or a 
depression. To avoid scaring the public during his testimony at the Capitol, instead of saying 
“recession” or “depression,” he simply said “banana.” 
  
Labor Market: Buddy, Can You Spare Some Time? President Joe Biden’s critics claim that the 
enhanced federal unemployment benefits in his American Rescue Plan, enacted March 18, are to 
blame for labor shortages that are forcing businesses to raise their minimum hourly wage. We’ve 
been in the critics’ camp since the February 10 Morning Briefing titled “Help Wanted.” 
  
Right now, at least 22 states are responding to severe labor shortages around the country by no 
longer paying $300 per week in enhanced federal unemployment benefits. That’s even though the 
program expires in September, which will affect more than 3.6 million people. Its expiration should 
encourage more of the unemployed to get back to work. After all, during March, there were a 
record 8.1 million job openings, not far below the 9.8 million number of unemployed workers (Fig. 
20 and Fig. 21). 
  
Other factors are contributing to the labor shortage as well. Consider the following: 
  
(1) Population. The growth rate of the working-age population, 16 years old and older, is slowing. It 
was up just 0.5% y/y during April (Fig. 22). Excluding people 65 years old and older, it was actually 
down 0.2% y/y. 
  
(2) Labor force. The growth rate of the labor force is mostly determined by the growth rate of the 
working-age population (Fig. 23). To smooth out some of the volatility in the two series, let’s focus 
on the y/y growth rates of the 12-month averages of these two series. During April, the working-
age population was up just 0.4%, the slowest pace since October 1952. Covid-related factors 
caused a 1.8% drop in the labor force growth. 
  
(3) Retiring seniors. Baby Boom seniors accounted for 21.4% of the working-age population during 
April, up from 16.5% ten years earlier during April 2011, when the oldest of them turned 65 years 
old (Fig. 24). Their percentage of the labor force increased from 4.6% during April 2011 to 6.5% 
during April of this year. Their percentage in the population will continue to increase as they age, 
but their percentage of the labor force may have peaked, partly as a result of the pandemic and 
partly because Boomers are retiring, as the oldest are now 75 years old. 
  
Seniors were particularly hard hit by the pandemic. Since 2011, seniors have been dropping out of 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxL35nxHkV3Zsc37CgVk9W7DVQ4y8C_bm-W7f6Kwx4Q3_y-W497Dny1FF5hPVgDlF14SfQQ7W4flKNq4KZ2WtW8DzXwh1W2HrpW2vKP099h1sYzW17H1Z77W_TqkW95-5h_7TmTFVW5lZ_QD9hp19KW6CRW1p27nFqyW1PHdVj7JYLC7VLP5Jn58D4m7W4T91wF6P1fnYW4XpMLW13h1SVW3gL7x_6ZymdHV1xbM620vL4QW4t-wsg7hxgzwW7NbsTL3hdPPKW59BYc36j3HlbW8R2KXZ3KJs19W5BGll05vtjK8N7Rgnd0tvX9sW8PwtgR1H-53KW2nwHfH3dZgWJW2G6zlQ2FKXYsW1LmSZZ9h7nxTW84fX7r66bpXXW5DqgQj45TtcWW6F9_vX2v1BrLW57kkfZ1mpYDxW1c64g87xsT9fMmntm4Bp60zW9hl6t66dXSVRW1Dr2g-2Vm4F8W5_4cJB14d_2fM44_LV741wqW34VWV926x52lW5T-jDZ8LxZDlW6mshfG8xVFQg3dVf1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgL-DVhY5PF3h_CRyW2Jwt8Q2xFQRlW5tBVkW62BflcW8RH6tB754C15W56b7W83fRtcLW5Ps1q_6M_CmhVGLg4w13-rpFW5Kj87Y5nf48hVGcxpz4mWLX6W1QlDRN3g0VJ7W2bm6gK6qtn9rW1HVNp_4WVYN_N6l3Vlq19TRrW4DBVgf8kK0dJW55qHhY7rQXnwW4rg8VV7Cwzk4W6R9hkN6zbxyvW10D4wD2rFBBSW3Bk91t3K7XfgW3nDstk1CL3D_W7m7SKc31pcVzN8Ycmp2nyzXF31C51
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgL-DVhY5PF3h_CRyW2Jwt8Q2xFQRlW5tBVkW62BflcW8RH6tB754C15W56b7W83fRtcLW5Ps1q_6M_CmhVGLg4w13-rpFW5Kj87Y5nf48hVGcxpz4mWLX6W1QlDRN3g0VJ7W2bm6gK6qtn9rW1HVNp_4WVYN_N6l3Vlq19TRrW4DBVgf8kK0dJW55qHhY7rQXnwW4rg8VV7Cwzk4W6R9hkN6zbxyvW10D4wD2rFBBSW3Bk91t3K7XfgW3nDstk1CL3D_W7m7SKc31pcVzN8Ycmp2nyzXF31C51
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgLVWVVQ45Q30BdX2N97tXm9mmtCfVdSYz22G5XwLVg4_LF4mHVQgW2LLPmH8CKcHnW98NJLr83LsW4V4Gcw61xkFcRW5LzHBD5V1l6fW1M15t87r6FSDW1SzC5-5c5j-sW4nW-zP7fyrzJN4_jq3NxSnY8W3MB0Hh6_H5z7W1HdjDb5Lz-NsW3ZLyBT8g62cGN62CsSr2Js76W7Hzm2F2dVFZ4W5dD7tx7KjycRW5lcCdh2374FNW62jnMD5_FtJVW8VHY0R2ThXHFN95BhS6Hlsm036vS1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7Cg-XqW655y4Q8n8k6yN3mMQf0j6qlyW1gWP1q944NHTVL4HkL2x2ngBW1T0rKm2fNpVzW5Zp9sN2W6GjWW39brYy7R1lgLW6lmwM962KdLwMbpjncpfhxkW6JWv0r1_5134W25bdnk4clMD-W3WVpkz3r5_vDW9489St8nV88hW1lr4rj8wt3z8W1KJR7F8ZlkvcVGJGwr6LpwMdW4vy4m38xJfTPW5YchyL3Xy6lBW6XTZvz2Bn0C_W1z1jBh78NlKMVB75492K1lbhW3r09tR4LQDq73frp1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgLn6W4trLGB2T6pj2W4d2J0L4XllN4W5gssH27BbQL4W1w8S6k2RX37WW12qM_t5zxLW6W6CwRg462_Gz_W50zGzC1Tb7byW6ncVNl5Pf1MxW8H9V6_75J2MYW3Wtnr446h41ZW4f-TKQ6zGl3rN5XY2lC6F7KVW5w4jbT7-SS5kVrd-SC2CmMLFW7HX5tz7jVZh5W7rWwlQ4YvZbPW5nX3-n4rwFC-W77Hbbc5gR3ffW8ZqZsS4Z0fcgW3RVkHy888fTyN5mD3HgCzQJMW7s_6-Z17V5wh39Fc1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgVM4W2jRCgD2wn018VgTwkl4pPwkKN34Qlz8Y_WF0VwZ8YB3MC6_XW5qhFvR4n3x2VW7jgk9S8YHRPpW2zHJ_g4gwF7VW7fMsJ-4568ktW3JKf0F4J9nnTW8Vhq6w7H3bZDW79lLx_790hVHW6VLFd_64q60wW80fQzG77cyN3W3Z4wPZ73n0LRW1fRQ5429mQNWW4ZpY4v4qJ48CW1LY3bB5ScN-6W25-Z5q7WBpgDW97l7c55kWbyzN4FZcyFJM5sXMpgRCWcF_bjW7cfpDZ91Lvqq21q1
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the labor force at a faster pace, which may have been accelerated by the pandemic and by simply 
getting older (Fig. 25). Over the past 10 years, the number of seniors not in the labor force 
increased by 12.9 million compared to 3.1 million during the previous ten years. 
  
(4) Parents. The labor force participation rate of people 25 to 54 years old rebounded from 79.8% 
last April to 81.3% this April but remains below its pre-pandemic reading of 83.0% during January 
2020. That may be partly attributable to the closing of schools and childcare facilities during the 
pandemic. Parents had to stay home with their kids. But more of them should be able to reenter 
the labor force as schools and childcare facilities open. 
  
(5) Jobs are plentiful, workers are not. Given the tightness of the labor market, with help-wanted 
signs everywhere, it’s not surprising that the Conference Board’s survey of jobs availability found 
that the percentage of respondents saying that jobs are plentiful jumped to 46.8% during May, 
back to the readings in the months before the pandemic, when the unemployment rate was below 
4.0% (Fig. 26). Only 12.2% said that jobs were hard to get. 
  
The business survey conducted by the Federal Reserve Bank of Richmond found that the net 
percentages of employers reporting that they can find skilled workers fell to record lows during May 
in manufacturing (-44.0%) and services (-30.0) (Fig. 27). The net percentages of employers raising 
wages were back to pre-pandemic readings in both manufacturing (31.0) and services (40.0) (Fig. 
28). 

 

Calendars 
  
US: Wed: MBA Mortgage Applications, API Crude Oil Inventories, Beige Book, Bostic, Brainard, 
Evans. Thurs: ADP Employment Change 650k, Initial & Continuous Jobless Claims 390k/3.62k, 
Nonfarm Productivity & Unit Labor Costs 5.5%/-0.4%, ISM NM-PMI 63.0, IHS Markit C-PMI & NM-
PMI 68.1/70.1, EIA Natural Gas Inventories, Bostic, Quarles. (DailyFX estimates) 
  
Global: Wed: Germany Retail Sales -2.0%m/m/10.1%y/y, Weidmann, Lagarde. Thurs: Eurozone, 
Germany, and France, C-PMIs 56.9/56.2/57.0, Eurozone, Germany, and France NM-PMIs 
55.1/52.8/56.6, UK C-PMI & NM-PMI 62.0/61.8, Japan Household Spending -2.2%m/m & 9.3%y/y, 
Bailey. (DailyFX estimates) 

 

      
 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgQd4W839sfM5kQ6yPVm4wQx8QGxdrW1yvrgF2bSGvbW2fRz7k6Dv94hW196_fv1sp6J1Vc4Y6b56TMHmW34WCqz81npKQW6_92tL4h8rLwW5qhVGz5XXMx6N3scGmlcl7WqW3G3tQm4QG_H8W5-31BW4vlMrbW5W8S5v8WVRYyN62_JcH7HNLgW29tYdK2_dN7hN1z7Pjf_L6-sW1ZH2y923lTH1W2Z7yLM6NYRhHW7TgWQM520J_GW2nCCGl6YmvFCW8h7D-Y8zq70yW2j4Wxp2zBrJ13jp41
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgD0JW8mK9XW4HW1mjW8YwQlV6jbbDdVqXjGg52sxxlV6hXp31N5dkHVfVwLy99d7L0W6JQdqc38PbZxW7gll3m3dgkb_W4MfTqy94ljmpW3xkf0s6V4fB3W3CG3v07GVs41W5CSsq18g24WRW462Bw97gNXQWVDhHGN5-tDb4W2cv_F_60-524W1nWBTJ7xBdNZW37LTJM2qFJjTW8z4Y4H4cWQBZW1r_R0r6SnSC2W8JgZgC2Kl26rW68Qcz-8l84GyW3L7PBc7mGcJkW6M6DPJ6NBdby38mf1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgB24W60p_C_95K9TGW7TJtJ91Ffst7W54yNfh2F_jDWW633gnk1hhtJzW1c14j17d7jP0W2ZpkS855PSHwW6Xh4NX4bX0gwN62G6hHhm5r8W7cf3t25n10HyW1TPDyk8q70NCW1sgBRd1FkMR7W1vvQjt3xbqLfW4hDSn158vkKxV3SVsC81SBK2W3-06xv7Rd_c4W39mLH_3G3sDVN3DJg8lpK8B5VD30dS44XnrmW3bQzQh4sFrhbW4h3mTq4rvCLdW4d_spx1GPdkDW3SyFMM3Qlz-831j01
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgD8zW3SBjmQ3bxlq-W2mZQMW8QWSvQN5tPkxLnTB6wW5PqHv82FnwhDW87x3wR2D4sPNW3R1qh98-26YHN80j-ffNQL3TW1hd2bL81wxw4W8WGzbm5HVwkRW3_fnJy7Jf9hvW92tNvk5ZBzYPN3yd43bbN-2tV1z02R9fhj5CW4C1KXr4trzcVW7l0FxK7MGj_vW60LjS71HTJbrW6pwm4B4CvyHwV4pTGD5R9HPkW69sZ2H3vRjQsVX8wYR7ZLwL7W46Lb5D8HpB3BW5gv9gX5xRq8s34h11
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgD8zW3SBjmQ3bxlq-W2mZQMW8QWSvQN5tPkxLnTB6wW5PqHv82FnwhDW87x3wR2D4sPNW3R1qh98-26YHN80j-ffNQL3TW1hd2bL81wxw4W8WGzbm5HVwkRW3_fnJy7Jf9hvW92tNvk5ZBzYPN3yd43bbN-2tV1z02R9fhj5CW4C1KXr4trzcVW7l0FxK7MGj_vW60LjS71HTJbrW6pwm4B4CvyHwV4pTGD5R9HPkW69sZ2H3vRjQsVX8wYR7ZLwL7W46Lb5D8HpB3BW5gv9gX5xRq8s34h11
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Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings rose for all three of these indexes 
last week and were at record highs simultaneously for a 12th week and the first time since October 
2018. LargeCap’s was at a record high for a 13th straight week; MidCap’s was at a record for a 
16th week; and SmallCap’s posted its 16th gain in 17 weeks. In what has shaped up to be an 
extraordinary V-shaped recovery, LargeCap’s forward earnings has risen during 53 of the past 54 
weeks, with the one down week in late December due to Tesla’s addition to the index. MidCap’s is 
up in 50 of the past 52 weeks, and SmallCap’s posted 50 gains in the past 53 weeks. LargeCap’s 
forward earnings is now up 40.9% from its lowest level since August 2017; MidCap’s has risen 
78.8% from its lowest level since May 2015; and SmallCap’s is up 122.1% from its lowest point 
since August 2013. These indexes had been on a forward-earnings uptrend from November 2019 
until mid-February, before tumbling due to the Covid-19 economic shutdown. The yearly change in 
forward earnings soared to cyclical highs during 2018 due to the boost from the Tax Cuts and Jobs 
Act (TCJA) but began to tumble in October 2018 as y/y comparisons became more difficult. In the 
latest week, the yearly rate of change in LargeCap’s forward earnings improved to a record high of 
40.4% y/y from 40.0%. That’s up from -19.3% in May 2020, which was the lowest since October 
2009. The yearly rate of change in MidCap’s forward earnings rose w/w to a record high of 78.8% 
y/y from 76.2% y/y and is up from a record low of -32.7% in May 2020. SmallCap’s rate turned 
down though, slipping to 117.0% y/y from a record high of 118.9%; it is up from a record low of -
41.5% in June 2020. Companies have been easily beating consensus estimates since the Q2-
2020 earnings season, causing analysts’ y/y earnings growth forecasts for 2021 to improve instead 
of decline as is typical. Here are the latest consensus earnings growth rates for 2021 and 2022: 
LargeCap (35.8%, 11.9%), MidCap (58.3, 9.9), and SmallCap (89.3, 16.5). 

S&P 500/400/600 Valuation (link): Valuations rose slightly for these three indexes last week. 
LargeCap’s forward P/E rose 0.2pt to 21.2 from a 29-week low of 21.0. That’s down from a 19-year 
high of 22.7 in early January and is up from 13.3 in March 2020, which was the lowest since March 
2013. MidCap’s gained 0.1pt to 18.4 from a 28-week low of 18.3, and is down from a seven-month 
high of 20.5 in early March. Its current level is 4.7pts below its record high of 22.9 in early June. 
SmallCap’s rose 0.3pts w/w to 18.4 from a 28-week low of 18.1. It’s now down 8.3pts from its 
record high of 26.7 in early June 2020. That compares to MidCap’s 10.7 and SmallCap’s 11.1 in 
March 2020, which were their lowest readings since March 2009. LargeCap’s forward P/E in 
February 2020—before Covid-19 decimated forward earnings—was 18.9, the highest level since 
June 2002. Of course, that high was still well below the tech-bubble record high of 25.7 in July 
1999. Last week’s level compares to the post-Lehman-meltdown P/E of 9.3 in October 2008. 
MidCap’s P/E was below LargeCap’s P/E yet again last week, as it has been for most of the time 
since August 2018. In contrast, it was last solidly above LargeCap’s from April 2009 to August 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgP1HW1xdkYL2rlyWyV4h7-Y6xh9HVW4JqbHw5MjgQ1W1tcV835pFgX1W3c2ZCY3dP8tSW2Y-QxR6hPGdjW6Kn35L1LJ4-tW2njpVG6RsS3MW5dB09N5by5wSW6YwkKG73q2jYN8txQgDTPF27W3x2Gh98fNyDFW3phHnb370jm-W1lsD0x5Yzv9wN9bKHKMKjGcfW3W3qc42kVcrrW3Kmq7F4l5gQtW6534RH5nJ9PRW2MSgmn7-xwXZW4YK3RW34c-LzW5PxRQp6kQzSCVZSNmZ6l29BG3mKL1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgSz0W7J-vQQ8mXCblW8-KZtP8nGTqHW5HgkPW4QLBSCW8T9_8f8ZCD2FVM-6509jRZMbW81RKZw8ChQJFW8PcgnV7Z5Lh-W8N5XLs1Zq_84W6qqKgr26hdBGW4dw_FQ3v8_9qN8HS-TVjq2QrW1snXtL7KKrZPN2KJVW45ZW0tW6R1CSC6fnb9DVWg8v45hXXcCW62s2r53psqgWW4DC5wN5pDs2_W3gKH7X1p5xHkW5ktVr_41dDxCW6MYRh63y-bNXW1pgrnC6TTRvJW2Tpk1h72mSf431qR1
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2017. SmallCap’s P/E was below LargeCap’s for a 38th week. That’s the longest stretch at a 
discount since last May and during 2002-03. SmallCap’s P/E had been mostly below from May 
2019 to May 2020 after being solidly above since 2003. SmallCap’s P/E was at a discount to 
MidCap’s for a second week and for the first time since early January, when it had been at a 
discount for 10 straight weeks. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings season—which 
came in substantially better than greatly reduced forecasts—analysts as a whole have been raising 
their consensus forecasts for all future quarters instead of lowering them as is the norm. In the 
latest week, the S&P 500’s Q1-2021 estimate showed another upside hook as Q1 earnings from 
the retailers boosted it another 16 cents to $49.90. That $48.90 estimate for Q1-2021 represents a 
gain of 47.9% y/y on a frozen actual basis and a 52.5% y/y gain on a pro forma basis. That marks 
the first quarter of double-digit percentage growth since Q4-2018 and compares to a pro forma 
3.8% gain in Q4-2020. All 11 sectors are expected to post positive y/y earnings growth in Q2-2021, 
up from 10 during Q1-2021. Here are the S&P 500 sectors’ latest expected earnings growth rates 
for Q2-2021 versus their final Q1-2021 growth rates: Industrials (542.2% in Q2-2021 versus 3.1% 
in Q1-2021), Consumer Discretionary (233.5, 223.6), Energy (217.1, 25.4), Materials (109.7, 62.3), 
Financials (98.2, 137.4), S&P 500 (63.0, 52.5), Communication Services (40.1, 53.5), Information 
Technology (29.6, 44.7), Real Estate (23.3, 5.7), Health Care (12.2, 26.7), Consumer Staples (8.8, 
10.4), and Utilities (1.0, -0.9). 

 

US Economic Indicators 
  
Construction Spending (link): Construction expenditures advanced in April for the ninth time in 11 
months to a fresh record high. Total spending edged up 0.2% last month, following an upwardly 
revised 1.0% (from 0.2%) jump in March—climbing 11.3% during the 11 months through April. 
Private construction spending expanded 0.4% and 16.8% over the comparable periods—also to a 
new record high, while public construction spending contracted over the first four months of this 
year by a total of 3.5%. Within private construction, residential spending expanded for the 10th 
time in 11 months, by 1.0% m/m and 35.2% over the period to a new series high, while 
nonresidential construction declined 0.6% during the two months through April after rising 0.8% the 
first two months of the year; it had contracted 5.1% during the final six months of 2020. The 
rebound in residential construction has been widespread: Single-family (48.8%), multi-family 
(24.6), and home-improvement (20.8) spending all posted big upswings during the 11 months 
through April—with single-family construction soaring to a new cyclical high and multi-family to a 
new record high. Meanwhile, home-improvement spending weakened a bit the first two months of 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxL33p_97V1-WJV7CgG9rW62HGBN88gPFrW51k65h1d-ZqxN6c2TxJjM8smW16zHCq1zj8J4N4XytwkDss_HN3LK0CNrwXDXW71Mh3s8l2_wpW2jQmnn5XSGJrV3RtmK58SbmBW8VC9n16MjdzNW45HFz34xC688W86bNBX1JGZKBW5tKJ1Y47xQdlN4lhqyj1w6j8MkhjrxrK5vmW2pPDvx3nFmhZW8jTg2R4PWHSDW6yM7387fqFg9W7DP9HQ5P3-xfW7pjJjW7nxS4rN2L2Kws8Zwq0VGSKSF3_qY7tW34LX7_27L5_YW7QL_Dr1L_-Fv37XQ1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgTZ_W8WzP4w2f38KrW26vYq77nD1H0W1lDS_783BsCKW36gCHD5k1G1-VfC_dN4gl6JtW8yXqLc29-2z-W6JTvn55GyPRdW7yrsWf7xJR04W6PGdMP58vtvpW35l69z13fzlcW6TB9716s-C40Vm341Z8HslShW8WRP-42CtXCWW1gZcV78H4jM7W6qZbQ02mkMLGW4B6vkr4c9jL5W2h6Vdb1N7JnKW2_R-1p6g_sL2W5J3CK45RMY0_VSVqtJ5C6hZSN2Fr08b934V4W31g73p2QH8yk3gzh1
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this year after reaching a record high in December, though did move higher again in March and 
April.  

 

Global Economic Indicators 
  
Global Manufacturing PMIs (link): “Strong upswing in global manufacturing sector led by solid 
expansions in the Eurozone, UK, and US,” was the headline of May’s report. The JP Morgan M-
PMI accelerated for the fourth month to just over an 11-year high of 56.0 last month, after dipping 
slightly in January to 53.6. The index is up 16.4 points since bottoming at 39.6 last April. The M-
PMI for the advanced economies has increased all 13 months since bottoming in last April by 23.0 
points (to 59.8 from 36.8 in April), while the M-PMI for the emerging economies dipped to 52.0 after 
rising in April for the first time in five months to 52.2; it had dropped from 53.9 in November to 51.3 
by March. Geographically, 24 out of the 30 nations for which May data were available had an M-
PMI reading above the 50.0 mark, with the six top-ranked countries—the Netherlands, Austria, UK, 
Germany, Ireland, and Italy—all in Europe; the US finished 7th. Growth in Japan, China, Russia, 
and India was subdued, while the Philippines, Turkey, Thailand, Mexico, Colombia, and Myanmar 
all recorded contractions. Here’s a country ranking of May M-PMIs from highest to lowest: 
Netherlands (69.4), Austria (66.4), UK (65.6), Germany (64.4), Ireland (64.1), EUROZONE (63.1), 
Italy (62.3), US (62.1), Taiwan (62.0), Czech Republic (61.8), Australia (60.4) France (59.4), Spain 
(59.4), Greece (58.0), Poland (57.2), Canada (57.0), WORLD (56.0), Brazil (53.7), South Korea 
(53.7), Vietnam (53.1), Japan (53.0), China (52.0), Russia (51.9), Malaysia (51.3), India (50.8) 
Kazakhstan (50.6), Turkey (49.3), Thailand (47.6), Mexico (47.6), Colombia (46.7), and Myanmar 
(39.7). 

US Manufacturing PMIs (link): Manufacturing activity in May remained robust according to both 
the ISM and IHS Markit M-PMI measures, with the latter reaching a new record high; price 
pressures continued to intensify. ISM’s M-PMI (to 61.2 from 60.7) showed the manufacturing 
sector continued to expand in May at a strong pace, moving back toward March’s 64.7—which was 
its best reading since 1983! The new orders (to 67.0 from 64.3) measure was just a hair below 
March’s 68.0 reading, which was the strongest since January 2004. The new export orders (to 55.4 
from 54.9) sub-index continued to bounce in a volatile flat trend around recent highs. Meanwhile, 
the production gauge slowed for the second month to 58.5 in May from 68.1 in March—which was 
its best reading since the start of 2004; it was the first reading below 60.0 since mid-2020. Hirings 
in the manufacturing sector also slowed for the second month, with the employment index falling 
from a three-year high of 59.6 in March to 50.9 in May. The supplier deliveries component of the 
M-PMI climbed to 78.8—the highest since the mid-1970s, reflecting the difficulties suppliers 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgBMZW890kdT6kLg5XW6ffYV_98dPPDW74mxdy5QJk-yW9hBbcq11zwMVW8Ljd-m6ZB8nhVtcj0G8TyBMGW5GWZG38fm5CJN3MgQzg5FQ9_W6PdZmQ3lqQGPW3PCmFx5-pz7gW2KyB038LZkFNW4Tj6nG3WBmPXW85QNnK3_zLBWW3KC-y24q1lj0Vzr1VV7KdyJpN21l0tzS2-pdMzZ0-m2LRg0W36W1T3658LMMW19Y2733VHhtjW300Lx08lh9PLN8jbHJ66hN7ZW7ZDtLg7RV8Ww3hBf1
https://hn.t.hubspotemail.net/e2t/tc/MV-m1JK0zQqW8RDMPl6ndH7SW8XrjSc4shZXjN4qMxKN3p_8SV1-WJV7CgD1QW1Bh63h6k0Dm-W4v0QTN1NbxCzW5kdNk86n9BNGW97rYhp8DVCFMW6HWZYh4VDfKbW7Djbpc1lxBS_W5xbBzc1SswWqV9RWBm2kywJ0W37nGRx1vd61NW19LW-k8T9P-GW2QcfQ86zbzX1N80XTrX1tgH6W11P2Kc8F2k1HN34b4MD5SByfW96lJR867v7-rW39vp-T4b7WFHW6NwLtF5bJFRRW4G5YsN3pYgrLW4Rq1N26mssGMW74BYT925B6r1W3wQzvZ3K5hCyW93mb_X7zdRkB3l4q1
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continue to experience due to Covid-19 impacts. The inventories (to 50.8 from 46.5) gauge 
continues to bounce around the breakeven point (50.0) between expansion and contraction. ISM’s 
price (to 88.0 from 89.6) index held around April’s pace, which was the fastest since July 2008; it 
was at 40.8 a year ago. In the meantime, IHS Markit’s M-PMI (to 62.1 from 60.5) shows 
manufacturers enjoying their best year in the 14-year history of this series. According to the report, 
new orders accelerated at a record rate, boosted by a revival in domestic demand and record 
export sales as economies reopened from Covid-related restrictions. Meanwhile, supply-chain 
disruptions continued, causing a marked accumulation of backlog orders—which has triggered the 
fastest acceleration in input prices in the history of the series going back to May 2007. 

Eurozone CPI Flash Estimate (link): May’s CPI headline rate is expected to accelerate to a 30-
month high of 2.0% y/y, according to flash estimates, while the core rate is expected to accelerate 
a bit, to 0.9% y/y, after slowing steadily from 1.4% in January to 0.7% by April. Looking at the main 
components, once again energy (to 13.1% from 10.4% y/y) is expected to swing further into 
positive territory, after moving above zero in March for the first time since January 2020. The 
services inflation rate is expected to accelerate to 1.1% y/y after slowing from 1.4% to 0.9% the 
prior three months, while the non-energy industrial goods rate is forecast to pick up for the second 
month, to 0.7%, after easing from 1.5% in January to 0.3% in March. The price measure for food, 
alcohol & tobacco is expected to hold at 0.6% y/y, down from 1.5% at the start of the year. Of the 
top four Eurozone economies, rates for Germany (2.4% y/y) and Spain (2.4) are expected to be 
above the May’s headline rate of 2.0%, while rates for France (1.8) and Italy (1.3) are expected to 
be below. Spain’s rate was negative in every month but one from October through February.  
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