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YRI Podcast. In our latest 10-minute video podcast, Dr. Ed discusses the main points of 
today’s Morning Briefing. 
  
US Labor Market I: The Unemployed & Chair Powell. How many people are 
unemployed? That should be an easy question to answer. Friday’s employment report 
showed that 9.3 million workers were counted as unemployed, with the unemployment rate 
at 5.8% (Fig. 1 and Fig. 2). That’s well short of full employment. 
  
However, keep in mind that “full employment” doesn’t mean zero unemployment. Even 
during good times, there’s unemployment because there’s always lots of turnover in the 
labor market and people are counted as unemployed when between jobs. Consider the 
following: 
  
(1) Unemployment. So, for example, when the unemployment rate fell to a near historical 
low of 3.5% during September 2019, the number of people unemployed was still 5.7 million. 
  
(2) Turnover. Those people might have been let go and were looking for another job. Or 
they might have voluntarily quit to find alternative employment. During all of 2019, which 
was one of the best years ever in the labor market, a total of 11.3 million people filed for 
unemployment insurance (Fig. 3). During good times when jobs are plentiful, workers are 
more likely to quit their jobs to look for another one. Remarkably, during March, 3.5 million 
workers quit their jobs, the highest reading since January 2020, just before the pandemic hit 
(Fig. 4). 

 
Check out the accompanying chart collection. 
  
(1) The meaning of full employment. (2) Lots of turnover in labor market. (3) Frictional unemployment 
reflects geographic and skills mismatches. (4) Plenty of job openings. (5) 25 states say no to federal 
jobless benefits. (6) Checking off Powell’s check list. (7) Timing tapering. (8) Confusing employment 
data. (9) Another record high for wages and salaries. (10) Biden wants to raise wages, which he 
erroneously claims are lowest in 70 years! (11) The myth of income stagnation, again. (12) Bullish 
outlook for real pay in Roaring 2020s scenario. (13) Broad-based rebound in corporate earnings fuels 
broad-based bull market. (14) Movie review: “Mare of Easttown” (+ +). 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g2N5nxG7V3Zsc37CgLgYW79495x5kTsfNW6gx7kb9j1lkQW69PvR72bTzM0W2rHKQt7Cd_SYW97Rl7W7fX34RW8D2VKV5rmGPFW2b7HkP3-z92DW5sHV5H3685NDW4vrQNw8cJqLzW1YWk737vwDPQW7HbVqZ4FP9XyW49G12V3vWn46W63T1dy20CkNnW5dv4Rk56q7HpVFWrJ918JSj3V-YMch4HwM7WW83dLhN7nSYkjF94Xbm4t1B9W8MHqwj1x9X_vW5jr_LC7vmqQPW8wrsPg43rM_kW2x0VyX4j2lJpW2XM-R73hTL_cW4gqy6h6jtDjbW4VS_8h2R7wz5W50xzX12--zBPW42FzKN18GzVZW745Tq_3rTpKkW608mHJ4pKKCwN42nYvsx8JzmMVxtPQlRCkyW7d--4Q73-fcz31WW1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgXzFN2pzB0b4scsYW3RL1wn3l6tFsW7bMVHq5zLFRpW72_1RK7hFGTFW3HL1Nj2_vnVVW67md4n2Vgk4MW8ngm956VyB-3W9j_S8_8LT5cwVPhHxK70yvhXW4vnPT-45NQVBVQ8Fy-5VYGHLW31Yqvy2Sgrw7V-kTJH1rkkshW5F77j87FKh33W4SqP5m5RgPRQVqmld52Gx-TgW8YyYdF4x4YPmW4pgDGX68tCRPW8qX7-26pRS9MW8D0P9g9cHWwXW8V1w4q6Jq1W1W7GmFBW2YW_ps38ws1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgKmBW6LNfk95k-74CN1WGNFKFlRm5W2YdmXb8Ys8glN5sBgkDwSrS2W4L3YjZ27z1mNN5q1spr6l5P1W77h-4k94xknZVZHjdB3zYbT0W7pgjh28zvNv0VJVhzD7gYZKZN2k9Pp4K_rvHW22c98h5h_6n7W4BGNH-7JW21gN4z8-FmmVWvGW5PgD6L6J7tm6W22k9Rt48F77VW78_jlN6dMy49V58lBl6Y6ZncW6lCgr53rjG3lMg8-mBD3bCdVb8wDf6wtHqjW6Y9Mdp7BBcq-35tT1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgFD1W3rMFgf1BXklcW5HJxsw7zBS3sW7DR7kH5lR914W4dVdkg6TgW0lW35v7pP4qXPs1W4RL2x27z5nG6W5Ndpvk8DjyY_W3TLY8W7nSD4YN61Fxz09hx-XVB6vmc62jYSWW6DmrXm23dfqSW3XXSzW4JW8stW67zwKT26ljpXW5GKvJk8nvmFxW2p2bxm1xS9c2W48Z-qP8Q-yQ_W4DKhnb125r3RW7_4fdR244t0NN6NT4_x8FpvnW7fyNRk3jY_gMVQlxKB7wTp19V1cs2F2MQxFR34Pn1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgSPbN83m8Jq7ZjRtW8H2fWp2RZQ8dW8m8gCg7S2y2vW7LLPXH8gWjDzW4Bw3Bf8gpL18W7RlvrK8hrVGzW8FZVQj1zwvlrW2S8TBM89SHCyW8Y677J5s9sH7W7MxjnT6YZpCLW5lSx-N5j_-BxV7qDFn7jsSCHW1hG39m66ywVwW5cx9Vy8BGppLVxFqsB3lgwkSW94jsb095H1QXW5g9kpL4r0SzrN6LsQ0SjPwJQW8JMdWL6NL0_XN4wqrszW_G85MSRnpW4qsLpW2Kbk4729b7NQ38871
https://hn.t.hubspotemail.net/e2t/tc/VW8-GN5DqBQvW68MTWM6KwQ1tW8JC1R54svcWnN7-7xyL3p_8SV1-WJV7CgLVvW43b18R1PdTD-W5z4s-d7hrWx1W2f57mW74Xv5nVfg_-C5RwpZkW1tCJDX3lSptWW7vY4Xw2kBd1TW6-lB3Z2MP-vFVXq3bN5XSKwVW508cqD1RNPvwW7QSYm36r67FqW83pJ7K4ssmHBW69fchL8R9RsnW6Pr0MC16Wy_9W4jzPj46Y_P5pW3xNr6_7XFcZGW3p3wWD2YXMs0W3C1lyR2tL0t9W21TG8K4GzVY6VPXtX58lMqy9W56Htvz7RsZ7HVKKGP46nl8ybW3b7yNW5tts0436mR1
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(3) Frictional unemployment. There will always be a certain amount of “frictional 
unemployment” as a result of geographic and skills mismatches. Let’s say that in today’s 
labor market, this number is 5 million, about the same as it was in 2019 before the 
pandemic. That suggests that full employment requires that the number of unemployed drop 
by 4.3 million from the 9.3 million counted as unemployed in May. (We are assuming that if 
dropouts reenter the labor force, they are motivated to get back to work and will quickly find 
employment rather than add to the unemployment rolls.) 
  
(4) Job openings. That’s likely to happen within the next six months, in our opinion, given 
that there was a record 8.1 million job openings during March (Fig. 5). During May, a record 
48.0% of small business owners reported having job openings (Fig. 6). 
  
During May, the number of short-term unemployed was at 5.6 million, falling back near its 
pre-pandemic levels. Even the number of long-term unemployed (27 weeks or more) fell 
from March/April’s recent high of 4.2 million to 3.8 million during May. 
  
(5) Benefits. The improvement in this latter category of joblessness probably reflects the 
decisions in May and June of at least 25 states to prematurely cut off federal unemployment 
aid, which provided an extra $300 a week on top of regular state unemployment benefits. 
The supplemental benefit is not slated to expire until September 6, 2021. 
  
Alabama, Alaska, Arizona, Arkansas, Florida, Georgia, Idaho, Indiana, Iowa, Maryland, 
Mississippi, Missouri, Montana, Nebraska, New Hampshire, North Dakota, Ohio, Oklahoma, 
South Carolina, South Dakota, Tennessee, Texas, Utah, West Virginia, and Wyoming 
announced they will stop giving unemployed workers the extra federal benefits sometime 
over the summer, affecting about 4.2 million people. 
  
The average state unemployment benefit is about $330 per week. With the federal 
supplement, Americans are receiving about $630 in weekly unemployment benefits. (For 
comparison’s sake, that’s about $32,000 annually, or roughly double the nation’s minimum 
wage. For more, see the FoxBusiness article titled “These 25 states are ending $300 
unemployment benefits this summer.”) 
  
(6) Powell’s check list. The labor market may be getting back to full employment much 
sooner than Fed Chair Jerome Powell has been expecting. At his April 28 press conference, 
he said that before the Fed starts talking about talking about tapering he wants to see that 
“people are confident that it’s safe to resume activities involving crowds of people.” Melissa 
and I wonder whether Powell knows that on the Sunday of Memorial Day weekend, the 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgXXFW8kKQTc8gK-ljW9dM8qv2xc2L0W5bh-Jx46mNBQW7p1Mt564BwLRW30djjG40wXFlV7pSMh1BpBL0W1J72F36rdPvnW3lsL5g2nN3C3W2f6V9t37L0MmW8FjM-c8K_K8_N4RgCclxX4RnW3LqTvX5K8LC8W762Yk76vLCtTW29cT1j9fDN6mW5l7Hzk3wFHjrW6dN5-g55-XqjW7B11pX8pvpGnW5n6NTR4fSbBnW8Sl9p075WN_9W2BdNxq5gJCQ-V3z65r71vr53W6lqV2v8xHTBc3lXJ1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgB-XV4cj_48BW7YwW888gtc6tF4-TW87_zG497yNw-W7j2N6J2Fh2H2W3P9cx29b34h3W2QpXbb691ktvW6cX-lC8JwTPLW8Bbd014mWw6TN5SHWk1xjwNBW1sG0gn17fDvsW7Gk0pX5S1-9VVKGBS_6MvZ5kW9hymDC2RmlCxW53VBhD2gP7HKW7wCd8C7JV-TpW7sY0wG3vKZKTW7Gs13D6g_NXFVRHxt-6k27gbW60nxCP4S4TXBW1L1n5D8LqJBSW9cNHFs2XNnn7W1VP7TZ2xHtLN32VZ1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g4S3p_b1V1-WJV7CgQ9yW9gbLtT83f8H5W3zBtXb9hpt_bW4BKT4x948bVJW4MJV7486tk-nW97MMFr11gQkHW34Xnnz1ZPBjfW2tZkFc5BdqK6W5Zjj_K7Hd9HsW7wDfKQ15kSq9W2McpJ_38MfXqW3Fqwhj8rymrpW4bDHDN76_KsvN8LmLnpnPTmZV9NCTx5YzZDrVVKtSf4bmQKKW2H-TCD4F669bW1_Rww51Rz9XzV9ZBh81XPTf9W8SjTC58q02-6W2--PJ67QtfY2W4GXcbX4sVTrJW809_0s5Z_Sw7W2Ngq1F1hZMl1W4w3x7B9cbsdSW5StZ9K69ZWpzW4rJ8lJ50kStSW7nZRNw4-5r8QW7thF5m3F19lXW5dnpQM7dJCF3W7h1gBs3Tswby3fdV1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g4f3p_9rV1-WJV7CgZY4W4YQsCZ2dQbl9W1xNsNw2vsQQwW4dJcmp4pm6NvW57fQ_-3sDSmCW1LWS9g5DLwsFW6DBm6C4z9zpQVFf3T-5NcFknN34cpR2Zjf0DW2-8BJN8Y5hMWW4qsGwL1D-2FrW3Dkf1_6mmG1mW1Vf1t31N48pwW6mv5ld2HxWPfW2jrGS77kM-c2W4VPtBw50bLDgW3Y3TQ360jY5rW5YvK5j1CC890W73xxN_26TF2sW1DGLXK8yXN04W8TjdSS6hdHFlW83qMg-5M_1dSF6RcyT_2gXJW5tvfRG3MK34FMLCmQVxhHlhW4XHfcR3jhrtgW2xKjRs93f3Jd355L1
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Indianapolis Motor Speedway had the largest crowd ever in the world for a sports event. 
The stands were packed with 135,000 fans. 
  
Powell also suggested that one reason for the shortage of workers is the supplementary 
federal unemployment insurance of $300 per week. He maintained that monetary policy 
needed to be kept accommodative to keep the economy brisk enough for companies to 
rehire their workers displaced in the pandemic; but on the other hand, he acknowledged 
that many workers won’t return until their benefits run out in September. That’s now 
happening in at least half the states. In addition, Powell said that “one big factor” behind the 
disconnect between the unemployment rate and the worker shortage is that “schools aren’t 
open yet.” They are opening along with camps and childcare facilities. 
  
(7) More taper talk. It’s likely to be increasingly hard for Powell to claim that the economy 
needs to make “substantial further progress” toward achieving maximum employment 
before the Fed starts talking about talking about tapering. 
  
By our count, we now have six FOMC participants ready to start talking about tapering. The 
latest one to indicate readiness is Cleveland Fed President Loretta Mester. Last Friday on 
CNBC, shortly after the Labor Department released what she described as “a solid 
employment report, she said, “We’re going to have discussions about our stance of policy 
overall, including our asset-purchase programs, and including our interest rates.” On the 
other hand, New York Fed President John Williams said Thursday to Yahoo Finance that 
“we’re still quite a ways off” from winding down the program. 
  
We expect that the FOMC will start talking about tapering at the June 15-16 meeting and 
actually start tapering after the July 27-28 meeting. We may be jumping the gun. If so, then 
tapering would probably start after the September 21-22 meeting. However, we expect that 
June’s employment report, which will be reported in early July, will be very strong and that 
the inflation reports for both May and June, which will be released before the July meeting, 
could be higher than expected. 
  
US Labor Market II: Lots of Crosscurrents. There are help-wanted signs everywhere. Yet 
reports for both April and May payroll employment released by the Bureau of Labor 
Statistics (BLS) were weaker than expected. Why aren’t the unemployed jumping to fill all 
the open positions? In last Wednesday’s Morning Briefing, Melissa and I reviewed the most 
likely explanations, including government unemployment benefits, retiring seniors, and 
childcare challenges. 
 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3m9kDH5V7Wycr7CgW5fW6sxHqw7JDzL3W37bB0s8x0DzNW62p1w-8zv-dJN7gcXBvv3ZfpW858jHD1tTfjyW7x_Npg6yy_JVN93npd4RHLLqW5KWC4N3mB6RnW6zHFnH7RCl-KW22x44d6nlxy2W1fp5dq5xysQXW102Pmt8hFJ5mW6QwJTM6XqZRZW1yvtRv8jX9q3N92ws6gfn-KKW4GrWJz8BckyHW7hB7_Q4CbbHcN3YQNvPjHwxdN19ST0gd4kJ_W3sh-PF45K3BrW90VMdr5pnh3xW5rpXvB5-zZQcW4SBpbj7gFZF9N8Q6WMZ_MxBJW51ym8h2mfTjwW2w6D4h3rvdb8W8PWSN63JSdChW7xWRbm7DY_j0VPR5kL5r-PzRW555tRM2GtkM9W30ZGN22dY6z-W6rZMDw5QV_HPW53QL7B2BdNRRW9824DG96gFywW76YdDY5TjJnNW5pvcQ-95j0YxW1jztnk1r-pcfW696FcW5fg_kQW1T_7_h3j2yfjW974W_h2D7hgDW7htgWK8T22GmW8jJsK48TCkf2W5DMnn14zSrMTW7TSfZb2K3zBVW7cKtrR82KSFjN78PYQBxtGQBW1c3Y1S19lvmnV-7GC35hZ5TSW94m4hL5j1bwkW3GHFLw7Cf37SW2041zk828q7gW7QN0jY4tw4FbV2nhcd78NpX3W3NsKV04CGyPRW2YrhM93RvN0wW8Ly5bY7hXL66W6chGTk6YQ-tCV1fktp65yqQlW7jtYjy1_FmZ2W1XMbrl99B2ZCW4wk2gL8hWlWQW1VpdG_2fnKkRW2RzYjg8j3qdqW1C2Vrb5z1PnMW4Tg96V5yvPmBW8g5jlD1JKrhBW76-GDS5WksXLW8lm4722_-f6P3d121
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Becky Frankiewicz, the president of Manpower Group, Inc., observes “a trend we have 
been tracking for some time—employees are acting like consumers in how they are 
consuming work—seeking flexibility, competitive pay and fast decisions. Employers need to 
get creative to attract talent in this market—and they need to hold onto the workers they 
have with both hands.” 
  
Let’s have a closer look at the latest labor market data: 
  
(1) ADP vs BLS. According to ADP, private-sector payrolls rose 1.6 million during April and 
May, while the comparable series reported by the BLS rose half that at 837,000 (Fig. 7). 
The two series closely tracked one another until mid-2020. They’ve diverged subsequently. 
  
(2) EIP. During May, payroll employment was still 5.0% below its record high during 
February 2020, yet our Earned Income Proxy (EIP) for private wages and salaries rose 
1.0% m/m and 13.2% y/y to yet another record high (Fig. 8). The EIP has been rising in 
record-high territory since March, and the actual series for wages and salaries has been 
doing the same since November. How is that possible? 
  
People are working longer hours and getting paid more per hour. Prior to the pandemic, 
average weekly hours in private industries fluctuated around 34.4. Over the past few 
months, it’s been around 34.9. That might be because many people are commuting less 
and working longer hours from home. Meanwhile, average hourly earnings (AHE) rose a 
solid 0.5% m/m during May to another record high. 
  
US Labor Market III: Labor & President Biden. On Thursday, May 27, President Joe 
Biden lashed out at critics of his economic plans. He flatly rejected the notion that his 
policies are causing problems in the labor market. In effect, he said that if employers paid 
their workers more, they would find more of them. “When it comes to the economy we’re 
building, rising wages aren’t a bug, they’re a feature,” he said. He went on to renew his call 
for Congress to raise the federal minimum wage to $15 an hour. “A lot of companies have 
done extremely well in this crisis, and good for them,” he said. “The simple fact is, though, 
corporate profits are the highest they’ve been in decades. Workers’ pay is at the lowest it’s 
been in 70 years. We have more than ample room to raise worker pay without raising 
customer prices.” 
  
Like most past presidents, Biden claims that his policies are creating jobs. “We’ve had 
record job creation, we’re seeing record economic growth, we’re creating a new paradigm. 
One that rewards work—the working people in this nation, not just those at the top.” Unlike 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgWGGW8wFgxn25zRMwN1ksHrWW55WYW978Gpz82TnytW3CCY3D7DFNQNVb-x2n6DCP0VW7sl34L4p0hj4W3c8WBP1VRZ3RW3F7gjb8Fvf8fW7SXgN231lwkkW2cMx6L6v8D_mW81WgPg3KCZPkN28_LzZR8PRXN2Tym6TS1_2RW1TSpSV79wWmwW18nf8r97T2wXW8swndZ79y62dN5ccFmDLDCFfW2p4tnY2GKzzzW7vqLCt242CfMW37CbCx6-x9hWW5MRRTk1vf3lHVGCcyW5Rw66s33hs1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgDY_W1fwDPH547jqxN7LsXr07Ss3bN5yGWLZwjZWGW7gb0vn4jPB0-W194WMl8-cKNkW6mKPTj4HTczKW5Tsy0J4PfsQLW89pmps5L7CpVV63JVx4wDbnxN1M3zpnTV52DN6d3xN4ByzHDW8RZy172sFqghW4s5FD987VMj0W7PssfC3yF8TXMYc663LzsR4V4nl2J1PClvJW7V6Dvt1vm6q6W6rZ8cX7MqYC8W4F5jMW8TGMRjF2xgCvXGhDXW2N_N3P56ZGB3N4HNfR1x95dZ3gBm1
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most past presidents, Biden also thinks his policies can boost wages. 
  
Biden may be right about that to the extent that employers are forced to offer higher wages 
to compete with generous unemployment benefits. He may or may not succeed in raising 
the minimum wage by law. He certainly is the most pro-union US president ever. 
  
In any case, the President’s goal should be to increase workers’ standards of living by 
raising their purchasing power. That can happen only if nominal wages rise faster than 
consumer prices. And that can happen only if productivity rises because real wages are 
determined by productivity, not by politicians or unions. However, more often than not, 
politicians and unions create impediments that weigh on productivity and boost labor costs. 
The result can be a wage-price spiral with prices rising faster than wages. The unintended 
consequence is that real wages decline along with productivity. 
  
Consider the following: 
  
(1) Law of economics. In a market economy, competitive forces tend to cause labor’s 
marginal productivity to be commensurate with inflation-adjusted pay. The motto of many 
labor organizers in the past and now is “A fair day’s wage for a fair day’s work.” A 
competitive economy tends to make that ideal happen. This is one of the classic and time-
tested insights of microeconomic analysis. 
  
(2) The myth of the productivity-pay gap. The most widely followed measure of productivity 
is the ratio of real output to hours worked in the nonfarm business sector, which is reported 
on a quarterly basis (with monthly revisions) by the BLS in the Productivity and Costs 
release. It is often compared to the release’s time series on nonfarm real hourly 
compensation (RHC). 
  
It’s been widely observed by progressive politicians (and the careless liberal economists 
they rely on) that there has been a widening gap between productivity and real hourly 
compensation since the mid-1970s (Fig. 9). That’s only true if RHC is derived using the CPI. 
The gap narrows significantly using the PCED, which is widely recognized as a more 
accurate measure of consumer prices. The gap almost disappears using the nonfarm 
business price deflator (NFBD), which is also reported in the Productivity and Costs release. 
  
(3) The right price. It makes much more sense to divide hourly compensation by the NFBD 
than by the CPI or even the PCED (Fig. 10). That’s because this is the measure of real 
hourly pay that actually matters to employers when they calculate the labor costs 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgY5tN1WSQy-DgnyHW3Dn4S11rfW12W2zSyl22rtsV_VYRkJR3lj2y0W2sDHfM5n2N3QW8J7dCS5VjwpvW1cQ3Vy4W-0-6N4NYsHvhDN1VN1_CdZgHWZKyW9hq8Xx37zC-HW3JbFr74PSycjW8XMt8D7vCVJ9W48jCK88q0ClzW2HCjr41bFyg7W3BtMS63j4Sp_VJj2Ws9cRFCGW6w3n6f5tC5h5W42Ggsg3yWL6CN263jhYj06sRW8SrqbL22zhyFW47Vf6p92RTkqW7kVsVV8DYDCk3mML1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgVGXW3MVYmD8dvqqRW8YvVsn4YjxlCW7CdcB54_XlyHW481g-76J_rJbW140TQ8401f7tW700jtJ8z6ZCcW4Tfdjt2lW0rhW1v32VQ8PXLS6W5KvcZ13q4STJN3gBTYK4St-SW62TTPm2dxCjNN8fSFkS-vkp_N6yPJZPJTq42W2CRNPf2-HpPtW28sC1k2nMK1QW6NWGzG3ms_lcW80bcbw21lfXJVZTFgx6PnZRDW110wYq72Z0kfW1cz8wL3zs70xW89lljS2dpPWCW7NZ0f26GZ5QR3j701
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgZ-QW5tPpsB8Rh0g-W3dKZ6w8XkQS5W5ZHPBJ2mFKqdW78K_dB4YLsmWW5zr6Zm5v4RdCN97Ttj9wm2rrW3656Bx7G-8jPW4_Sw_87HYtdKW1-TyxT4hNyk9Mg1-N4kV397W51N__N85Zk7WW924LNV798NpwN95C9m8Y2m86W2nqLFp3LX--KW1C1Dt41Mc4lvW6qDmP676VSTXW8CtshF7KX0lrW6pSm5j3GD3ZSW8PXvp34WBp5cN9hKCBRZ0pJtW3xCtGp51zZxQW2Hnb8-4_C3qj3dmx1
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associated with producing more product. Workers’ purchasing power obviously depends on 
the prices of items such as food, gasoline, and rent. But in a competitive market economy, 
employers pay for a fair day’s work, not for the cost of living. 
  
(4) Bi-cycles. The data confirm the microeconomic theory that the real value of labor is 
determined by productivity. The 20-quarter percentage change, at an annual rate, in RHC 
based on the NFBD has been tracking the comparable growth rate in productivity very 
closely since the start of the data in 1952 (Fig. 11). The same can be said using the PCED 
to derive RHC (Fig. 12). 
  
Previously, Debbie and I observed that productivity growth collapsed during the 1970s. The 
same goes for real hourly compensation growth. Since around 2015, both have been 
growing at faster and faster paces. In our Roaring 2020s scenario, that should continue, 
with both peaking by the middle of the decade around 4%, matching previous peaks. That 
would obviously be a very bullish scenario. 
  
(5) The wage stagnation myth. The data belie the claim often made by progressives that 
workers’ pay has stagnated for decades, let alone the President’s bizarre statement that 
wages are the lowest in 70 years. In fact, all of the major measures of real hourly 
compensation were either at or near recent record highs during Q1-2021 (Fig. 13 and Fig. 
14). That’s true whether we use the NFBD or the PCED. 
  
A couple of the measures did stagnate during the 1980s through the mid-1990s, but they’ve 
all been rising since then. Here are their total and average annual increases from Q1-1995 
through Q1-2021 using the PCED rather than the more theoretically pure NFBD: nonfarm 
business hourly compensation (58%, 2.2%), Employment Cost Index including wages, 
salaries, and benefits (31, 1.2), and AHE for production and nonsupervisory workers (38, 
1.5) (Fig. 15). 
  
It’s likely that the first two measures of hourly pay are boosted by high-income earners. 
However, the AHE series applies only to production and nonsupervisory workers, who 
account for about 80% of payroll employment. There certainly has been no stagnation in 
their real pay. 
  
(6) Bottom line. In our Roaring 2020s scenario, productivity growth rises to 3%-4% by the 
middle of the decade, using the 20-quarter average at an annual rate. That would allow real 
hourly compensation to grow just as fast! If that happens, we’ll all be joining Taco in singing 
“Puttin’ on the Ritz!” 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgTWSVclS9c3x4CNsW8t6mpl27YkcKW2y6cvl5sspgCVVK9WK8cJZ30N5fw8RsGhL91W22HPty4C8WsXW7b7TBj8-n2bCW1RkCB-3S-xdrW7ZgvBB6-BsJlW3p4p-27SbQ2ZVSTzF_7J7XpCW5Pbg2N2bQMbpN7xT_L967pzFW7v-SZv3s_9KfN1R30hKGND46N2xL3rv-STq0W3kYblR3GnwzMW5F8TrB4J8FvsW6_Mn6d7xhdhpW2q8mCj7rW4v1W46Srs07ChJRfN8D77-BJPBzD3kRX1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgJ47W4DRnFT4tMQJ4W5PJYf82ZThY2W1wN0M83wjFbvV1MJfj528fRkW1rvDzS4VSPvwW8YyvZs4rGqzzW4-RTw411ryfrW8RD0Wf3mLx5hVlBjs538kpD6W3wL9SX1yQVN5W3YhmHG4TjFc7N3sgxtsfyWqBVDgJwM5kwcpnW200dwd5YP5N9VG9DNj7HmsbzW6Mt3T31zFGqqW2FJNxF3hkyTRW1vbcjb72VZP2W6Hq7Tk6YGNjZW4s2s4f5qsvgXW2xFsjN2x6G23N4j_6Xyy1mMs33nD1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgTZKN8V2b3_YBfb0N4yddSh8G45sW2HTGFK43XsycW1-56693xZG1mN6J-NT9JYtkNVr4cK_5jmF3qW8Z7dw83N7DlJN5XF62vljQn_W4DN21n7qwRwHW7JsVM73FzgCLVG47V74lnnLXW32GCn68p_hm8W50Vttf77wrVfW1L4jbg5K_W56W4TmbJv3vc5nPW8Qk_pJ44N_05W7MrVDh6XB5KJW8BDkhd7sZP8cW5zV6P943xYBxW4kG_2P7pl9k5W3-d7_w347T57Vgl4PK5Cnt5n34MW1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgFhHW1tFQkF5N_VLFW1mKh998xq0bdW4V2ZBF1yrM8RVGRC8q3qxxKpW78sGWH3TgRVjW6T4kY_6lnnz9VzWdYj8fRrBsW3tDRkD5p9rX0W77sbT9731kp5W4yRmY43B0MN4W2c9WlR5gG_fLW3s9bp176HlbHVlHBvZ94QCPXVvq-0K3J3tYlW27mghg2-mwWZW5_TbFg3r6VxXW7lmmv-5GPS8mW6QyqhZ87XbdTW6s2nfb16frZcW3l9K1B5qP2LWW5bW99Y790RQhVVM6Nt4lJZtV3j041
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgFhHW1tFQkF5N_VLFW1mKh998xq0bdW4V2ZBF1yrM8RVGRC8q3qxxKpW78sGWH3TgRVjW6T4kY_6lnnz9VzWdYj8fRrBsW3tDRkD5p9rX0W77sbT9731kp5W4yRmY43B0MN4W2c9WlR5gG_fLW3s9bp176HlbHVlHBvZ94QCPXVvq-0K3J3tYlW27mghg2-mwWZW5_TbFg3r6VxXW7lmmv-5GPS8mW6QyqhZ87XbdTW6s2nfb16frZcW3l9K1B5qP2LWW5bW99Y790RQhVVM6Nt4lJZtV3j041
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgC7wW3trFmR7gk22rW56Z6Z47d_090W4N6mH036gsTwW3r9l5v69LBtYVzJg-x4Mbm9MW27WsDm3q4yTgW40qxG52r-bHdW57dS8d2LGLrTW7J9HQG7kLrRfW3t4N5K4YD2W9W4xl3x03wPcB4W5CLBgF6VxQ0xW1rnWt057t1N4W18l4bT38t7tsW7Mb0CF1f8D50W36j3fY7bPc_RW5-hkZ38C__4dN1QDtwxNQ6WDW8NSvZW19t1CJW59dYCt8RmGmdW43wDlc8kD-_pVw9lX08psndW3dw91
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgZZdN6nB46lgY3gdW2mKHW07V8xVSW4VzcGh7hrvMqW77ytdr2yV4_GW6NhmyM7kwzFWW51Ftl27FW6XfW6f1k-F24PtSxW69TZwk4gdQ_3W8y9wQV3_FwWrW3qr1CQ4_qk5dW97Rjhx3j78RLW7Tp3kX721ZclW6JLmz62Fb0XBW9cQt4971_9P4W8K3-fV4FGhkDW3NLxNH2_b3MBVqWgdC4MtJHyW7W6jD93cBLcXW7m_6-G8RdGXBW2C-Krg509dR9W51L3cK5W4GP7N2m2T7cMl4x03m-v1
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Strategy: More Earnings Galore. The bull market has been broadening since the start of 
September 2020 as investors began to discount the broadening reopening of the US 
economy. As a result, the equal-weighted S&P 500 has been outperforming the market-cap-
weighted S&P 500 (Fig. 16).The improvement in underlying earnings for the 11 sectors of 
the S&P 500 has also been broad based and impressive: 
  
(1) Q1 before and after. Here are the y/y growth rates as represented by the analysts’ 
consensus Q1-2021 earnings-per-share estimates just before the start of the Q1 earnings-
reporting season as well as the actual Q1 growth rates of earnings reported by the end of 
the season: S&P 500 (24.2%, 52.5%), Communication Services (13.6, 53.5), Consumer 
Discretionary (99.0, 223.6), Consumer Staples (0.3, 10.4), Energy (-5.1, 25.4), Financials 
(68.9, 137.4), Health Care (17.9, 26.7), Industrials (-13.4, 3.1), Information Technology 
(24.3, 44.7), Materials (47.0, 62.3), Real Estate (0.2, 5.7), and Utilities (2.6, -0.9) (Fig. 17). 
  
(2) 2021 before and after. Finally, here’s the same drill but for full-year 2021 consensus 
estimates over actual 2020 earnings: S&P 500 (27.2%, 36.5%), Communication Services 
(11.4, 23.9), Consumer Discretionary (53.7, 66.4), Consumer Staples (6.1, 7.5), Energy 
(greater recovery from a loss), Financials (25.6, 45.1), Health Care (14.6, 16.7), Industrials 
(75.5, 81.6), Information Technology (22.0, 28.9), Materials (41.2, 59.8), Real Estate (-9.1, 
1.9), and Utilities (4.7, 1.6) (Fig. 18 and Fig. 19). 
  
Movie. “Mare of Easttown” (+ +) (link) is an HBO drama series starring Kate Winslet as a 
detective in a small Pennsylvania town. Her performance shines throughout the show, 
especially during her darkest challenges, when she struggles to solve crimes while dealing 
with her very complicated home life. The basic theme of the show is that life is hard, and 
everyone has their own agenda, so deal with it as best you can. 

 

Calendars 
  
US: Mon: Consumer Credit $21.0b. Tues: NFIB Small Business Optimism Index, JOLTS 
Report, Trade Balance -$69.0b, API Crude Oil Inventories. (Bloomberg estimates) 
  
Global: Mon: Germany Factory Orders 1.0%, Spain Industrial Production 12.6% y/y, Japan 
GDP -1.2%q/q/-4.8%y/y, Japan Leading & Coincident Indicators, China Trade Balance 
$50.5b. Tues: Eurozone GDP -0.6%q/q/-1.8%y/y, Germany Industrial Production 0.7%, 
Germany ZEW Economic Sentiment 85.3, Italy Retail Sales, China CPI & PPI 1.6%/8.5% 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgYZ6N5LsZq6xf7k7W70n13n1KwMjdW7pNXJY1V78qQW1zkTWr8qN-CzW4sFS4p6QPm8-W4NSKCp8vJxn7W4MdL6G3wfl2FN44MRk5FDVCsW6J-2sY72Cpy5W6w7S2V15X0h9W6F81XF4hQ_NtVDZB1v5DZlqSVHDDDl7Wb0MHW5wZy2J7rNgmHW2Bx5M98GLmbxW1P3ZB52LhX9hW1Ggcg18fwBCPW7ScBk18qQQPqW5WJqP945JzgQW6WVryS1w8r0GW543NTY18YqgBW7kL1Hy6LlFTS34Yq1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgRVQW55DrC86f6QLYW1FDJk24nBbVwW4m8j8H3mDnJfW6yhXdN1lyFxQW5yTzM-1vQVvDW7_wGMF8QvBMkW1Tn55P4FfJj3W2Ks_pY34HWRYW7JmQFs7D5BN4W3Gs-T96_pVm8W28265z1vXrksW94vXLr6jC764W2-28Rs3w0-k2W1cz_BH87jYv8W8qWMth54MNrtMD64-lsR6qTN3KTkJJ808vpW63v9V-1rNJkVW2LdlX83rKPzxW11YPgS4_1GfmW6x1JbM474DyjW4Fww6p5BsLR73bmj1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgQ5-W3Z21dw3MV1pZW6_1h562sD8B0W5kVdQW7N1CgxVxC4kB48RN1YW6sb6Qd5mmWYcW7B_WdQ1g_L0vW8-cV1-6rRSQPW2RtnNf7k-R3NN356xbSG0-c8W3j6Gxz8qyFGPW97qWrr3JxD5dW1hPld17DCh4DW5Zy9n54MDMkkW5RNHq94wv4Y3W94hWBh12ZSjlW3JRhln1r-ct6W2NkZv56fPk1vW6Yg4KB6RJrKQW5gyY8D4Z_pDVW8LplQW6PJbv1W4DW3bv4YZjvbW80mJct8klz2j3qqR1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgMy2W2tL7nH2ZbbwTW82qs8P69Nt0SW5yrLC51s_Dz0W6TtG-B8DTXQkW27rpnq46jYW1V8wG_63tx47xW7YvBqr7WY1q-VhGBk12XnvmxW8txcvN7VPkt9W7q_XYz2YfyfyW6VGF-F5scrdTW6RkvlW5W4HbcW52JBcZ1Sglq3W8tg-N92lWRQvVVgMhD1KBhlkW3Fkf-g8WZ4mZW7_xwqf4fhjCdW199P4D88Q4cnW4wHM1z8ZWLhbW3_0sxM7z1SF9W9gy6FG36Rv3-W9bm6Jf7gwy6L32Zn1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgGLjW79J6M868Qv4JW6YFmTH283DrmN1jFVPPQ9q9HN7Q28tGhLSj-N68jBm4x71nbW253Zyy1XtNL6W4T_Rt61YwhYhW2x6Jrc7QR0ncW4LjvDN5CJFpxW7ThS3g8ZjZV8W1CVpqq6NSczbW56r5mJ88HL4CW8qLpHt2ygvnSW2wf8Rz8pGBzrN8_zR7cbYnC_W6S5tR_6QZWjZW3S1Dvy54YYGRVH1fZ12l9z2cW6tMJlb855qc8W4wtJMP56vF8bW7ppxSV78KN71W3Cg8hR2njgKH3kwz1
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y/y. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index rise 0.6% 
for only its third gain of the past seven weeks. The US ranked 33rd of the 49 global stock 
markets that we follow in a week when 37 of the 49 countries rose in US dollar terms, and 
the AC World ex-US index rose 1.0% as all regions moved higher for a second week. EM 
Latin America was the best-performing region last week with a gain of 4.9%, ahead of EM 
Eastern Europe (2.6%), EMEA (2.0), BRIC (1.5), and EM Asia (1.1). EMU was the biggest 
underperformer, albeit with a gain of 0.4%, followed by EAFE (0.7). Colombia was the best-
performing country last week, with a 7.1% gain, followed by Brazil (6.7), Peru (6.2), 
Indonesia (4.8), and Hungary (4.5). Portugal was the worst performer with a decline of 
4.7%, followed by Jordan (-4.3), Hong Kong (-2.8), Egypt (-2.6), and Spain (-1.5). EM 
Eastern Europe is now the top-performing region so far in 2021 with a gain of 17.1%, ahead 
of EMEA (16.3), EMU (13.4), the US (11.7), EAFE (9.8), and the AC-World ex-US (9.7). The 
following regions are lagging, albeit with gains: BRIC (4.5), EM Asia (5.3), and EM Latin 
America (8.7). The top-performing countries ytd: Austria (30.0), the Czech Republic (25.8), 
Hungary (22.5), Jordan (22.0), and Canada (21.4). The biggest laggards of 2021 so far: 
Turkey (-21.4), Colombia (-17.5), New Zealand (-15.5), Egypt (-11.9), and Sri Lanka (-7.5). 

S&P 1500/500/400/600 Performance (link):  All three of these indexes rose for a second 
week. LargeCap gained 0.6% for the week, behind the increase for SmallCap (0.9%) and 
ahead of the less than 0.1% gain for MidCap. LargeCap and MidCap ended the week 0.1% 
and 1.5% below their respective record highs on May 7, while SmallCap was 1.0% below its 
March 12 record. Twenty-four of the 33 sectors were higher for the week, up from 28 a 
week earlier. SmallCap Energy rose 12.1% in the best performance for the week, followed 
by MidCap Energy (7.2), LargeCap Energy (6.7), SmallCap Communication Services (3.3), 
and LargeCap Real Estate (3.0). MidCap Communication Services (-1.7) was the worst 
performer, followed by MidCap Consumer Discretionary (-1.2), MidCap Health Care (-1.2), 
and LargeCap Health Care (-1.2). SmallCap continues to lead so far in 2021 with a gain of 
23.7%, ahead of both MidCap (18.3) and LargeCap (12.6). All 33 sectors are higher ytd, 
paced by these best sector performers: SmallCap Energy (81.9), MidCap Energy (57.1), 
SmallCap Consumer Discretionary (46.2), LargeCap Energy (45.3), and MidCap Materials 
(31.7). The biggest laggards so far in 2021, albeit with gains: MidCap Communication 
Services (1.4), LargeCap Utilities (3.6), LargeCap Consumer Discretionary (4.9), LargeCap 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgKzSN3Gd2Xf__FPSW7nznF51McQ8QW4B7_M_5JSPXyW1NPl_X1hprdmW45V_qp5gt8TzW5Y3jvQ4Xl83cW53PBhT5zzRyQW2dfK3l1Km51-W6G1K7r1dZG5RW5FWVly8jd7tSW1MHdDQ16p86TW7rnDpf4lR5SKW6fYnFv78_PGDN6WShMgCNBh4W6v9Gfl2l4NVcW8_PYL77MxXrLW8jMMfd8xPRxzW10V4qz34DMszN1qHnMndbcp7N788rQCgZJMpW7SlY7K3h4b5SW3P5C2K8HLzyw32cf1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgQ9xF2r8m7xJ0j_W28F0HD4V3rw5W6807QV53Nm3QW30fr2s1hlzkkW23DM5d7XN0pnN7Jc-0RDVW_PW95_B7t6_-wh5W3x8Dff2sb8wbW6_PwF36Jc_NtVV-Phx4L11CdW7D8l3K16MJFdW7Rg45J13tR1rW2qqDMz49kYwbW9dPFb62-jbrsW77fc0K59mFXZW2B8zFs7wFPR-W4Fshl41z349_W5z65Gp6TRmqnW60QPlR38r2Y0W7qz0gJ4Xt-ctW26nPhf1zZKkgVvCvrT38v5qJ3lH11
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Consumer Staples (5.2), and MidCap Tech (6.3). 

S&P 500 Sectors and Industries Performance (link): Nine of the 11 S&P 500 sectors rose 
last week, and five outperformed the composite index’s 0.6% gain. That compares to a 
1.2% rise for the S&P 500 a week earlier, when seven sectors rose and five outperformed 
the index. Energy rose 6.7% for the biggest gain of the week, ahead of Real Estate (3.0%), 
Financials (1.2), Tech (1.2), and Consumer Staples (1.0). The worst performers this week: 
Health Care (-1.2), Consumer Discretionary (-1.0), Industrials (0.2), Utilities (0.2), 
Communication Services (0.6), and Materials (0.6). With respect to 2021’s performance, the 
S&P 500 has risen 12.6% so far, with all 11 sectors higher ytd and six beating the broader 
index. Real Estate moved up the leaderboard this week, and Consumer Discretionary 
dropped. The leading sectors so far in 2021: Energy (45.3), Financials (30.0), Real Estate 
(22.1), Materials (20.8), Industrials (18.5), and Communication Services (16.6). This year’s 
laggards to date, albeit with gains: Utilities (3.6), Consumer Discretionary (4.9), Consumer 
Staples (5.2), Tech (7.2), and Health Care (7.3). 

S&P 500 Technical Indicators (link): The S&P 500 rose 0.6% last week, but was mixed 
relative to its 50-day (50-dma) and 200-day moving averages (200-dma). It was above its 
50-dma for a 14th 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 49th 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 31st week after falling for a week at the end of October for the first time in six 
months. However, the price index ticked down to 2.0% above its rising 50-dma from 2.1% 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 around 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 49th week, and rose to 12.0% above 
its rising 200-dma from 11.9% 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 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgVtFW632ppZ4RD-lLW2HdwNF90BdCmW17XC5N1JqSM6N1YNDvQY0c_fVzXqn29fND6wW1bRLll5x8nCYW81tPFG3l97m0W5kzWN91GpBszW8nzFyB8LTDZQN3lLqK3sxvf5MSNGYc_34SqW1y_Yw22GWT0hW2_WclG4Jw7BsN5pyW_KWNTz6W4hNBYd6vvRXWW3RWPWV7bpCZmW5ZDl4S1xdz06W4xlcq_486g2rW8R7XF81M8FdCN14d6_69qfTvW2WDg8940tsq8W1g742y7C_7CB3pV_1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3Z3p_97V1-WJV7CgPbnW6MXjLb3FTjCJW1DNZc25mDk5GW3Mjt_P3yzT4-W4Ss4sN2n_G1QW5YH-Dl2PFp51W7H8_Vs3bl-r_W8PNc5m70gvRqN1zPkFFTYLZzW8l-pd27SqtnxW90RWNy6HGGTrW3dfns57dBH5RW411LNh2jMWx7W4L50Z32_LtRxW7tXcTt3ghd6zW21l12p4cnfWHVL3FHD61mz6wW1SqSQk46y3Z9W4HM5N856tYdNN3lVTjqBNNsmVTV99d8gzwjBW2fWBK03t0D4DW392Tdf8_LV_0W70X--08KRdVkVw3S2c3kGrxm31yz1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3Z3p_97V1-WJV7Cg_5WM9N5qMfmqTCW3DnR_d4SwYqqW6t6h3H7LyQf0W6jfBfz357-WWN1k5_M67Nn9rW5PvS1M6PTTHQW4WMVF65j2sbDW7Dkmfn4wQ4-PW32jhtZ8zvGXsW8f663X7CgjYmW62B7Y3391j8JM426SBcyBKkW2zB6_D1VPb48W34YTL63_5WHwW4d4cXX19FmFtW8XXxdP5mnlqBW2Fzq-T2K3nVMW7_9F4N6Kg1mbW8lMvpR3-k493VYV24-4B7QCyW8TjMKl5syyghN7XZ3l15-qJlN1y_9D2989mvW2W3Plr4KSRmv33dg1
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50-dmas last week, unchanged from a week earlier. That’s down from all 11 sectors above 
at the beginning of May and compares to four above at the end of January. Consumer 
Discretionary was below its 50-dma for a fourth straight week and Utilities for a second 
week. All 11 sectors had a rising 50-dma for a second straight week. Energy’s 50-dma 
turned back up a week earlier after dropping below for one week and for the first time since 
early November. That compares to just six sectors with a rising 50-dma in mid-March, which 
had been the lowest count since early November. Looking at the longer-term 200-dmas, all 
11 sectors traded above them for a 13th week. During April 2020, just one sector (Health 
Care) was above its 200-dma. All 11 sectors have had rising 200-dmas for the past 13 
weeks. Energy’s 200-dma finally turned higher in mid-December after mostly falling since 
October 2018. 

 

US Economic Indicators 
  
Employment (link): Employment missed forecasts again in May, with nonfarm payrolls 
rising 559,000 (vs 650,000 estimate), following upward revisions to both April (to 278,000 
from 266,000) and March (785,000 from 770,000) payrolls for a net gain of 27,000. Private 
payrolls climbed 492,000 (roughly half ADP’s 978,000), with revisions to April (to 219,000 
from 218,000) and March (724,000 from 708,000) adding 17,000 jobs. In May, BLS data 
show service-providing companies added 489,000 jobs, while goods-producing jobs added 
only 3,000 (following April’s 36,000 loss)—with comparable data for ADP showing gains of 
850,000 and 128,000, respectively. In May, leisure & hospitality (292,000) added the most 
jobs—with food services & drinking places (186,000) accounting for roughly two-thirds of 
that gain. Industries also adding to private payrolls were health care & social assistance 
(46,000), professional & business services (35,000), information services (29,000), 
manufacturing (23,000), transportation & warehousing (23,000), and wholesale trade 
(20,000), while the construction (-20,000) and retail trade (-6,000) saw job cuts. Here’s a 
tally of industry performances from strongest to weakest during the 13 months through May, 
and where they stand relative to last February’s pre-pandemic levels: Leisure & hospitality 
(+5.7 million & -2.5 million), retail trade (+2.0 million & -411,200), professional & business 
services (+1.7 million & -708,000)—led by temporary-help services (+703,900 & -294,100), 
health care (1.1 million & -507,900), construction (+888,000 & -225,000), manufacturing 
(+876,000 & -509,000), transportation & warehousing (+474,800 & -99,800), social 
assistance (+444,700 & -256,700), financial activities (+206,000 & -73,000), wholesale trade 
(+198,100 & -211,100), education (+232,200 & -293,000), information services (+88,000 & -
193,000), and mining & logging (-8,000 & -76,000). 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgQGvW3-B_CY7QCVslW5xKmW03kS7D8W3RVjVj1G5wthW38xL8W2jK37sW4HBwpQ2JCF8JW2jYM5S3cGHSwW31PYhk3r16WHW6cgV1p3NfzYhN6bgTsZzVbysW6bt8my5Xdv3HVgntTq8kJ1B6W5S_92P3dwZrhN3KB4mwQ2cBrW1YChRW8vSbn9W2ztgmL4FsKl8N7NyTvDyFk71N1fQNhPmD3HLVXM8cV4w3JnZW48l6Fn6WRDZSW3ZgFsJ10JTvjW9f4PR31RT-C8W54Ttnc1jXJ3W33T51
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ADP Employment (link): “Private payrolls showed a marked improvement from recent 
months and the strongest gain since the early days of the recovery,” said Nela Richardson, 
chief economist, ADP. “While goods producers grew at a steady pace, it is service providers 
that accounted for the lion’s share of the gains, far outpacing the monthly average in the last 
six months.” Private payroll employment has been soaring the past three months, jumping 
978,000 in May and 2.15 million over the period; this May’s gain was a record if the volatile 
Covid-related swings of last year are excluded. Service-providing jobs soared 850,000 in 
May and 1.85 million the past three months—accounting for 86% of the gains the past three 
months; goods-producing jobs are up 128,000 and 306,000 over the comparable periods. 
Here’s a tally of industry performances from strongest to weakest during the past three 
months, since bottoming last April, and where they stand relative to last February’s levels: 
leisure & hospitality (+890,000, +4.6 million, -3.1 million), trade transportation & utilities 
(+296,000, +2.0 million, -1.1 million), health care & social assistance (+244,000, +1.5 
million, -544,000), construction (+145,000, +870,000 & -83,000), manufacturing (+138,000, 
+855,000, -447,000), other services (+136,000,+882,000, -393,000), administrative & 
support services (+116,000, +774,000, -774,000), professional & technical services 
(+80,000, +333,000, -200,000), education (+39,000, +243,000, -206,000), financial activities 
(+42,000, +154,000, -111,000), natural resources & mining (+22,000, 9,000, -43,000), 
management of companies & enterprises (+12,000, -8,000, -90,000), and information 
services (-11,000, -49,000, -312,000). Here’s the same exercise by company size: medium 
(+742,000, +3.3 million, -1.6 million), small (+733,000, +4.3 million, -1.1 million), and large 
(+677,000, +4.6 million, -4.7 million) businesses.  

Earned Income Proxy (link): Our Earned Income Proxy (EIP), which tracks consumer 
incomes and spending closely, recorded its 12th increase in the past 13 months, up 1.0% in 
May and 17.0% over the period, to yet another new record high. The average hourly 
earnings component of the EIP climbed 0.5% during May though only 0.9% during the 13 
months through May, with BLS noting “Since average hourly earnings vary widely across 
industries, the large employment fluctuations since February 2020 complicate the analysis 
of recent trends in average hourly earnings.” Meanwhile, aggregate weekly hours, the EIP’s 
other component, advanced for the 11th time in 13 months, also by 0.5% m/m and 16.1% 
over the period.  

Unemployment (link): Unemployment (link): May’s unemployment rate dipped to 5.8%, with 
the number of unemployed falling 496,000 to 9.3 million; that’s well below the Covid-related 
record highs of 14.8% and 23.1 million, respectively, though still well above their pre-Covid 
readings of 3.5% and 5.7 million last February. The participation rate was little changed at 
61.6% last month, 1.8ppts below last January’s recent peak of 63.4% just before the 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgDc9W5d8NFP7zvpn7W5Fyq8643qCMnW2rP3yZ5FNc5JW7RQxhN2wHGCdW7HLDNF583P27W43sbgr8wwf1qW2Gf_GM5gMfRXW4B4f8s1JMhNWN3-bR1WVnM6-W2lN6bH1c7kLXW5T_LxQ1nvp4vW5tYJ4F8TH_TPVc0XtC44m7L6W7BVs6V6rbqMXW60fD0_53cF7YW60FX0795JcLFW89l_H_8v4YMnW83yXm386_m2LW27LN-P812shyW6tY4qH4TPDmvW8kqtJG1mwV95W949bqD9gcdsl3hZM1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3Z3p_97V1-WJV7CgXtXW41k01L4zlp-7W7Wm27L6T3mlwW4h1WB_16WXsqW4WnGWm3qn6B3W8008Qr6x_lcPW5-kDHL3lFsdZN2Q0WS7H78ScW2PpGj97S8XfFVH36FG4VMRCgW19KBvq4FV19BN6LczdZC0VS2N5KZYd1Tl6xkN8q61Kgnqf9xW3MzTTc4Zg_0xW3gkgG89fdmlMVhWPn263fpknW2wjPJj2NBpL0W3qd9rh3z9D3vW6Rk7RQ5-6v4RW90vT9x1wwZbKW8jCWd33-qbzZW3xFk_s7vM2RTW7Lq9F-7c0h5cW8VfMfn1B1kCm37ww1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgRTyVh3fNg55vBTHW4ynYgP7cJVCKW39fTJq2mhp_4W3gcvSH7N8gltW7_6p6S4L0sB5W6d2V7M54d36pW19xDNd5x-pByW7dgQHf5VsB8WW7l77f04XxB_MVfvRmG75Ks-qW5flZhj34zdVFW2j_M786PmmNDW7KWjgf6M4DgqW8zLv_X1Xb8NYW3kpQRV8j6yKcW5GfVWT3qzTlqW4MsSWT2c_Nr-N3q9Xv2Sg5NSW5p72HP4_fD6dW394rPh6wjjJWW2zxhfZ2W1HwkW13jVzS5TYR2w33c21
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pandemic hit; but the rate will likely begin moving higher, as governors in 23 states 
announced they will stop giving unemployed workers an extra $300 in benefits sometime 
over the summer. The number of unemployed persons on temporary layoff fell 291,000 in 
May to 1.8 million—down considerably from last April’s high of 18.0 million but 1.1 million 
higher than in February 2020. By race, the unemployment rate for Whites has dropped the 
first five months of this year from 6.0% to 5.1%, while the rate for Hispanics fell from 9.3% 
to 7.3% over the same period. Meanwhile, the jobless rates for African Americans and 
Asians have been more volatile from month to month, though the rate for the former 
dropped to a 14-month low of 9.1% in May, while the latter is at a three-month low of 5.5%. 
By education, the rate for those with less than a high school diploma has been very volatile 
the past few months, falling to 9.1% last month after rising from 8.2% to 9.3% in April; the 
rate was at 1.01% in March. Meanwhile, the rate for those with a high school degree (6.8%) 
remained near the 7.0% of the past few months, the rate for those with some college (5.9) 
held near April’s 13-month low of 5.8%, and the rate for those with a college degree or 
higher sank to a 14-month low of 3.2%.  

Productivity & Labor Costs (link): Productivity rebounded an unrevised 5.4% (saar) during 
Q1 after contracting 3.8% during Q4 as output accelerated 8.6%, up from 5.8% during Q4, 
and hours worked slowed to 3.0%—less than one-third Q4’s 10.0%. (Both output and hours 
worked were little changed from their initial estimates of 8.4% and 2.9%, respectively.) 
Meanwhile, revisions show Q1 unit labor costs (to 1.7% from -0.3%) rose rather than fell 
last quarter, as hourly compensation (3.3% from 1.3%, saar) increased at nearly triple the 
initial estimate. During Q4, these measures increased 14.0% and 9.7% (saar), respectively. 
Over the past year, productivity rose 4.1% y/y—the most since Q1-2010—reflecting a 1.1% 
increase in output and a 2.9% drop in hours worked. The increase in both unit labor costs 
(to 4.1% from 6.1% y/y) and hourly comp (8.3 from 8.8) slowed from Q4’s yearly gains—
both of which were the highest since the early 1980s. We track the five-year growth rate of 
productivity, and it shows productivity growth continues to trend higher: Since Q4-2015, the 
five-year rate has tripled from 0.6% to 1.9% y/y during Q1.  

Auto Sales (link): Motor vehicle sales reversed course in May and fell to 17.1mu (saar) 
after accelerating from 16.1mu in February to 18.5mu in April—its best reading since the 
summer of 2005, when aggressive incentives boosted sales above 20.0mu. Domestic light 
truck sales slipped to 9.9mu (saar) after holding at 11.0mu in April, which was the highest 
since July 2005; these sales had plunged to 5.3mu last April. Meanwhile, domestic cars 
sales remained in a rut at 2.6mu (saar), up from last April’s record low of 1.5mu though still 
below the 3.3mu at the beginning of last year; car sales have been stalled around this level 
since last September. In the meantime, sales of imports were little changed at 4.7mu (saar) 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgJfmW81FVGL8q0hTlW5zqy_05bqLnMN5YLwBl_1x1sW8pshyf5C8KP_W3yl-Yl1-xJW6VttDWY7W24BCW8YBfj71kxRVlW1mZZkc8gCJm2W6GjC-c4jVPF_W7dzmXZ1mvjfMW2Y-DBG71V5JMW1JybX44tJ5YhW4PNPKb2fr39HN3gY00WRY06FW5FQh6F7d2V7WV5JvCv6bzTgbW2G1gFs2xqWBBW4Ln0Sk2THv22W5vctWK6D7qQ4Vhq6QX28XdtXW5jhr9F6jhPnWW6YKTXn7wvsb_36hL1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7Cg-mQW5nFPfv2W1VcMW6P0_H378_zZyW8Kcph81LbcVZW1byMb57KhwYgW4KnH-_7wdQ8mW7HmHK_5HYpRGW1srtfT6Dq3bqW67QFKg1kvLgqW3Ykm1C2pQjVyW6wK0jG3HG4s4V3RKVs3NFFNYN3LSHVDjxx4SVWp0Sz9fbGMTW5kkh2K2FHrtMW2Y7mJ910fx5KVM_K8_3_fJZNW3R21Vs33LQ1WN4GgV4hcvnyGW1tVcpZ9jgbmdVyCtt181nW5MVRm7vL5mFnyfW6YwjgY27KBK43dMV1
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last month after more than recovering from their Covid-related declines. They soared from 
2.0mu last April to 4.8mu (saar) this April—the best sales pace since the late 1980s—led by 
a record 3.4mu in light truck sales! Light truck sales in May were a tad lower than in April, at 
3.2mu, but were 1.4mu above last April’s 1.4mu.  

 

Global Economic Indicators 
  
Global Composite PMIs (link): Global growth was the best in 15 years in May due to rapid 
expansions in the US and Europe, while the Asian region tended to underperform. The JP 
Morgan Global Composite Output Index (C-PMI) climbed for the fourth month to a 181-
month high of 58.4 last month, after easing from 53.3 in October to 52.3 by January; it had 
increased steadily from April’s low of 26.2 through October. The service (to 59.4 from 57.0) 
sector outperformed the manufacturing (56.0 from 55.9) sector—with the former expanding 
at the fastest rate in more than 15 years. At the country level, C-PMIs show the US (68.7), 
Ireland (63.5), and the UK (62.9) all posted record growth, with the overall Eurozone (57.1) 
not too far behind—as Spain (59.2), France (57.0), Germany (56.2), and Italy (55.7) all 
accelerated last month. Meanwhile, growth in China (to 53.8 from 54.7) eased, while Japan 
(48.8 from 51.0) and India (48.1 from 55.4) fell back into contractionary territory. On the 
inflation front, output charges accelerated at the fastest pace in survey history last month, 
with part of the increase reflecting the highest input costs since August 2008.  

US Non-Manufacturing PMIs (link): The US service sector accelerated in May at its fastest 
pace on record, according to both the ISM and IHS Markit surveys, while prices continued 
to accelerate at a rapid rate. ISM’s NM-PMI rebounded from 62.7 to 64.0 last month, after 
dipping to a recent low of 55.3 in February. Both the production (to 66.2 from 62.7) and new 
orders (63.9 from 63.2) measures moved higher in May, while the employment measure 
(55.3 from 58.8) moved lower. Meanwhile, the supplier deliveries (to 70.4 from 66.1) gauge 
jumped further above 60.0, with recent increases reflecting the difficulties suppliers continue 
to experience due to the Covid-19 impact. In the meantime, price pressures intensified, with 
the price index (to 82.7 from 78.6) not far from its all-time high of 85.0 during mid-2008. 
Switching to the IHS Markit NM-PMI measure, it climbed for the fifth month, from 54.8 at the 
end of 2020 to 70.4 by May—its best performance since data collection began in late 2009. 
According to the report, stronger client demand and a sustained rise in orders, along with 
the continued reopening of the economy following Covid-related restrictions, broadened the 
range of services available to consumers. On the price front, May saw an acceleration in 
input prices across the service sector, as supplier price hikes intensified cost pressures. 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgSFwV6VSZg8RTpHQW2D8qD26g4KPSW7VNcd73rhlsMW8yf83G6lj4cLW9hsxsV1Z6n0lW8nN21l3F6jjnN81QHFZXCZjcW3JMHkZ2WgZVwW1_-YvG2RbbmxW4Lbjk06Z7cRHW93W2TP36lRFVW3FVH2l4TpFsxW4jnTxk2DRk5xW3Wyk_Q5k2Y33W3GTRxT6_SglMVcpM_D1mhd5wW4j741G10zt9pW1wrjRJ1n56xwW5k8RPV69869mVD-fGm2912TMW8l1lRl8nPB94W5Xl0751c4sK23kJY1
https://hn.t.hubspotemail.net/e2t/tc/MVmt8vj_GklW3Fts3Z5_RdhmW7Kkhd54svln8N880g3G3p_8SV1-WJV7CgHwxW3x32-C893426W8GYwb3555Pp_W8Pxwy-8lM88mW2GFkWR2M85S9V6sHBN3FJX7NW2g_v1V4C0Kc0W2xyl7m94s-DdW4168xy69q1ssW76-_Vx7XlLDDV1Wm7p5p_b1nW8fK7Kj8V152NW26_Cnm4qppN5W5v_HpZ3p1hDxTWSRK9llqRyW4dBVxD499fGZW2X3nT28TwRvDW4J17-f8T2qBYW6QMddP30TM5QW7HJBTq4ptbdkW1mwC_z2fBkT1W8hdBRq9gBwP4W8rzbFM5QTx1W35K21
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The rate of inflation accelerated for the seventh straight month to the sharpest ascent on 
record.  

Eurozone Retail Sales (link): The continuation of Covid-related restrictions across Europe 
pushed April sales lower, while March sales were revised higher. Sales dropped a steeper-
than-expected 3.1% in April (triple the -1.0% consensus estimate), following an upwardly 
revised 3.3% (from 2.7%) jump during March. Sales remain in a volatile flat trend since 
reaching a new record high in October, down 4.3% over the six-month period. Sales were 
23.9% above year-ago levels. Two of the three major components moved lower in April—
non-food products excluding auto fuel (-5.1%) and food, drinks & tobacco (-2.0)—while auto 
fuel edged up 0.4%. Sales for non-food products ex fuel and food, drinks & tobacco remain 
at elevated levels. April data are available for three of the top four Eurozone economies and 
show sales in Germany contracted 5.5% after a two-month surge of 11.2%, while sales in 
France and Spain contracted 6.0% and 0.9% in April after increasing 2.3% and 6.8%, 
respectively, during the two months through March. Compared to a year ago, sales were up 
42.1%, 37.3%, and 6.6% in France, Spain, and Germany, respectively.  
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