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YRI Podcast. In our latest video podcast, Dr. Ed discusses the main points of today’s 
Morning Briefing. 
  
Strategy: Unhinged. In Zoom calls, I am often asked by our accounts about how other 
accounts are seeing things. Based on my recent discussions with many of them, I’ve 
concluded that we are all suffering from DDD, or Depersonalization-Derealization Disorder. 
During normal times, only 1%-2% of the population shows any signs of the disorder. 
  
The two main symptoms of DDD are depersonalization—which is feeling detached from 
your own body, thoughts, or feelings—and derealization, or feeling detached from your 
surroundings. Unlike with psychotic disorders, people with DDD know that they aren’t 
experiencing reality. People with the condition realize that something is off, which usually 
causes them to feel distressed. DDD is a dissociative disorder in the Diagnostic and 
Statistical Manual of Mental Disorders (DSM-5). 
  
In my professional opinion, most investors these days are suffering from this disorder. DDD 
is a natural response to the strange reality we face in so many ways as investors today. 
Something is not quite right about all of the following: 
  
Pandemic: Another Wave. The pandemic has been very stressful for all of us since it was 
officially declared by the World Health Organization (WHO) on March 11, 2020. A huge 
source of relief late last year was that vaccines were developed in record time. A new 
source of stress is that variants of Covid-19 are also continuing to develop. Furthermore, 

 
Check out the accompanying chart collection. 
  
(1) A distressing disorder about dealing with reality. (2) Pandemic of the unvaccinated. (3) Did Euro 
2020 spread Delta? (4) UK opens up as Covid outlook turns “quite scary.” (5) Plenty of stimulus left in 
M2 and order backlogs. (6) Restaurant sales at record high. (7) NY and Philly business surveys show 
inflationary boom continuing in July. (8) Fed is suppressing bond market’s opinion. (9) S&P 500 
Growth boosted by drop in bond yield. (10) Is China preparing an invasion of Taiwan and a 
preemptive nuclear attack on Japan? 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgMS5nxG7V3Zsc37CgXRcN5LqRrWXXyCBW3k11-j1g3vv4W3bjQY37yz07DW1bnqNP1Cdn_1W50s5Xy2szy-zW4GZ_Rk7Ktd1PW153JBd5ry1-dN7DNsm27SQ3XN6JVxdpV-M9QW62Rt5W29mQfxW6l9kG223whNzW3z24vZ4KXkCNW2ymx3F9cQjqsW6mdxSz4TzxXqW2W0Ckj3fqJstW8BXJdv2wsVH1N4lRgR786_nSW5mylgL5ChHMNW3dVY-J51HWfsW1BzGrj8cM8scW83yn2k7F_FkgW1CdN2538KZwXW3M9DTT4JPmxyW6sBZ4X6Q9YZbN2qr5d5lKvNFW1JyG0l3PJflVW7DNrFL3J8j9WW1xhlMz14fzS8W5BQh3t364n_NW2B2n0V1Rv8k6W6HW-j872vwvtW3W5Hrd1GfH053pkZ1
https://hn.t.hubspotemail.net/e2t/tc/MWc5-RyydQ1N1LMbfR49tJZW46ZLVZ4v8d6CN6B8NqJ3p_8SV1-WJV7CgL7tW1JBVs53gJjjMW5B_bDM3LPtbtW1nsmGl3Q84cSW6TFCqW3QRs43W2CRk1M57ydD_W5r8qB69f59bLW7dlglf3rkz5NW7D7hch2fDsyXW49Vdxm22s35lW2WqrG01VHDmcN92Y8qDdKc6lVc9HHd6DT6L2W2D2SdP4pxSssW2jzdgQ6sDm1tW7HQStL8_8Kr6W8HdcR_3fG-pRW3gQ2XM56khwMW4QPRxF5hFc8nW57wPK079gYb3W2pVpXj1PqS-6W80xfjY5PX7y1N3s78Kmf8dNS3n_01
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the slow distribution of the available vaccines on a worldwide basis is buying time for 
variants to emerge and spread. The latest news is disconcerting: 
  
(1) Israel. According to the July 17 The Jerusalem Post, Israeli Prime Minister Naftali 
Bennett said on Friday that the effectiveness of the Pfizer vaccine against the Delta variant 
is “weaker” than health officials hoped. Currently, around 60% of the Israeli patients in 
serious conditions were vaccinated. The percent of cases that turn critically ill is now 1.6%, 
compared to 4.0% at a similar stage in the third wave when there were no vaccines. 
  
(2) US. Also on Friday, Rochelle Walensky, director of the Centers for Disease Control and 
Prevention (CDC), said the seven-day average of coronavirus infections soared nearly 70% 
in just one week, to about 26,300 cases a day. The seven-day average for hospitalizations 
has increased too, climbing about 36% from the previous seven-day period, she said. She 
described the problem as “a pandemic of the unvaccinated.” 
  
Florida emerged as a national hot spot, accounting for 1 in 5 cases, over the past week. 
The Sunshine State, where only about 47% of the population is fully vaccinated, ranks 26th 
among the states in vaccinations, according to the CDC’s vaccine tracker. Four states were 
responsible for more than 40% of cases in the past week, health officials said. And 10% of 
counties have moved into “high transmission risk.” In Los Angeles County, an indoor mask 
mandate—applying to everyone, vaccinated or not—has been reimposed. 
  
The Delta variant has become the dominant strain worldwide and is responsible for the 
majority of US cases, said Anthony Fauci, President Biden’s chief medical adviser and 
director of the National Institute of Allergy and Infectious Diseases. In some parts of the US, 
Fauci said, the Delta variant is responsible for more than 70% of cases. 
  
(3) Europe. The month-long Euro 2020 soccer tournament, which ended on July 11, has 
been blamed for a surge in coronavirus cases as fans flocked to stadiums, bars, and 
spectator zones across Europe to watch the action while the pandemic was still raging. 
Germany’s interior minister called European soccer’s governing body UEFA “utterly 
irresponsible” for allowing big crowds at the tournament. The WHO said the mixing of 
crowds in Euro 2020 host cities, travel, and the easing of social restrictions has driven up 
the number of new cases by 10%. 
  
(4) UK. The UK recorded more than 50,000 new coronavirus cases for the first time in six 
months Friday amid a warning from the British government’s top medical adviser that the 
number of people hospitalized with Covid-19 could hit “quite scary” levels within weeks. Yet 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgPX3p_b1V1-WJV7CgzJBW7bH6rN61g8KMW3TJVg-4HCH0PW88MBnX1vTc9fW4wRrjh7rcFgDW6_L_D44yJ1GnW8MwTnW67fld-W18mw3q8HHSp1VkDzr08JVwRNW7Zv4tj2JplR1Vq9Tfm15_j6zW5czTDR93XGqFW47DZq232hXjWW3Zj1R064mrf2W7md_Yg7S0bcNW8Qr3Mn6xmNp5W93sQ0l4l7R7BW8YvLY_8tppmhW5KL9S64wZwt7W3qH1xK6QPRyxVMzc8Y6j6r01N465GGShRdn-W2J9l7l5JR2J7W4cghN1952DNQW7fqHps8FPHLvW83VsjW7jlT3cW7xbtCM92MKhXW3JM_hL6gY5s4W1hpC4d5dcN2TW2ypj5s53dkwHW7JnCNP29GzPG3fjD1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgPk3p_9rV1-WJV7CgSFTW6x0g9j2j1D55W8kX-L52tFkVcW97RbMY6mt68CW4HN7Fz3LsPqRW20YP0m70nZyNW3441Pb8vJ7hmW2y3svf1b4kKzW3JSlBT8gRRz7W1GZN1B37D-s9W3sRyKF88PZwwVPZ6sM4mjq0FW68T7lh5_1SmLW2vlVWw29ccnKVlCLdQ74FVh9W5_835b1hPhsKW89ZY4M7sYx30W1Cj64X3XVLy2W6NLf_06xTr4HW2Bg8ps7LgP8mW6lqg9G2cb-F_W8CLhv-5YJ_VlW7jBpw854GKLsW7c6sGw8Hb3_mW8mfBbk8DZk__W62qNyr2csgYVW6nx59L4dGTX13f_L1
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the UK government is relaxing most of its pandemic restrictions today, as more than two-
thirds of the population has received full vaccinations. Prime Minister Boris Johnson is 
working to return society to normal and encourage the public to “learn to live with this virus.” 
  
(5) Indonesia. The July 17 NYT reported: “Indonesia has become the new epicenter of the 
pandemic, surpassing India and Brazil to become the country with the world’s highest count 
of new infections. The surge is part of a wave across Southeast Asia, where vaccination 
rates are low but countries had until recently contained the virus relatively well. Vietnam, 
Malaysia, Myanmar and Thailand are also facing their largest outbreaks yet and have 
imposed new restrictions, including lockdowns and stay-at-home orders.”  
  
(6) Cases. Melissa and I will be monitoring the available case-count data for some of the 
world’s most important economies (Fig. 1, Fig. 2, Fig. 3, Fig. 4, and Fig. 5). They’ve all 
made significant progress so far this year. But the headlines suggest that could change 
rapidly for the worse in coming weeks. 
  
US Economy: Growing or Slowing? The US economy is clearly booming. We all know 
that it is bound to slow; the only things in question are when and by how much. 
  
One of the big worries is that the September 6 termination of the federal unemployment 
benefits of $300 per month will slow the economy. According to a July 16 CNBC article, 
“The rapidly spreading delta variant of Covid-19 may be reason for Congress to extend 
federal unemployment benefits past their expiration in early September, according to some 
labor economists.” On the other hand, some economists argue that rather than extending 
the benefits, the government should push harder to increase vaccinations. 
  
If the federal benefit is terminated on schedule, and if more people go back to work as a 
result, then economic growth shouldn’t be slowed by the termination of the federal jobless 
benefit. 
  
Besides, there is still a huge pile of liquid assets in personal saving that was accumulated 
since the start of the pandemic. The 15-month change in M2 (from March 2020 through May 
2021) is a $4.9 trillion increase to a record $20.4 trillion (Fig. 6). That’s up to the equivalent 
of 89% of nominal GDP (saar) from about 70% just before the pandemic. 
  
Meanwhile, here are the latest readings on the economy: 
  
(1) GDPNow. The Atlanta Fed’s GDPNow model estimate for real GDP growth (saar) in Q2-

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgPk3p_9rV1-WJV7CgBBfW5JNk2k7RMkSqVMvclp1_0r12W7BYfz031wSs5W3zZQ8X276HCBW5MKM_Y3sddR-M-2LZC23rXrW5pynT_4Y64gdW2QvGSk8_bVsCN5jq5NKvVDGVW8Sw41j4W29w7W94Bb0998726rW7FRsm68y25TqW5-53Fd33tXXtW4tPFNx6gx2MwN41H12KX79xJW8BLryh5V9K_HW6b7Lkw3GbbYpW8xznkf5WJqTGW6tpYMy8dN4btVqgqBF53hGKQW7Vw-qx3QGSSwW1Rkp7z5NZ00PW1kL1ZL7z098gW21G6lK6sYJTSW3CQ9dS6PJ323W4KrdXG78HXWd2sg1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgzXlW8QmRHw7Y8CR2W7mYzgG53LmKMW4X__094-bD08W6fkcpN2hqQDVW1vhvjm4B8mfzW3n-6DF6GPTBYW7s7K308843HqW53y4b32d5lwbW9lZmD71GfDHFW2Kw8W_1MXJfYW4kJh8T3T_ZtYW2_GRGN2h957-W4ykZ2V4LSH7hW1DpH7l3ps3MgW4zMhm539mX2kW8jdH764qMST7N5mfR4yYpHBFW72mxsY5mV1QVW5yLY4s8CZsP1W65WmlK64hKcjW9hwSLM7cdfrCW4sxfp-4LZK7m3k5M1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgPlXW8SFqVf5P_x5ZTm00P1ZCwrQW56yFpP6jB-bxW9kX7S01m-S4hW1kkpqP8Msy0cW3k9FH-2sqwm9W1VjqBx6zKyT0W4j7YP41fs6kQN4PzsFF_xHMDW1jDLnv81PzyxW3kMfxG72LQ_0W7RLtJV4v3sdSW8x515b2nJ8x3W7jWTXR6pM105W2z7lR35zz3pkW7-HgSp81rS_4W3p-1_84XqGcxW7j8t8l8x9G_FVbXr018sMfJNW84z7hT2gjQ-DN5Vz6zvjwkGjN74wZ5_sxk2W3hSC1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgCqBW7Jx-KP8jYZP5W4hpGnD40mvFCW7DY6VB3N9hn7W679pTG52C3ldW2BgxvL7YFVdnW4h0XRS4z6qD7W7hN85f6b4kt0W8jT0hJ5YWlZpW39q_P-5gcNLtW6f6Kjb7Y9xRZW1m2rgy4tGdCwW35XbS16FDSSMVZhXsM8x-8q6W4spKgm98X4nWW77tMJG5fk-CqW2760wp50pyJVW36J75F7gVRF7V_P7DK2qPMQ7W1-JYxs5V_qCjW4zBTyP1GbqSpW2SByVL3B30rDW8WKJ9_8Q93xG3mhh1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgMHJW8CYc8B2rXDyJW7XbxQ63HZW8fW1PWzjh85ZBDmW4243tg4f4XB1W8N41qD4y_52BW38VgR78-C-SwW5YGGT573sGGBN5w0SyPkBC-SW2tqwFW1-sHyQW236dtp2PDVfxW1k7d0r6ZYYV3W3Hl1jq6lKdcfW5fzLKb7TdmSZW6P9SG26mMDFsVd4xjT39gnK-W6ZgYXX5_JfdWW2W-QBw2mwmc8W4F9B6D5nlfDRW6Rc6Dd7GpltHW61WSGv4s1yTPW35GHfj2qs-mGW72bgK364xWLk22j1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgCzJW7KXzK39fwHvMW8By_184h5mm6W8r5L5Y5W-q3gW1YLNn44bTM5xN2VM-PMbkC-vW6t0Psf6KB5ytW7bjnYP1Vn8j2W1Yf8jv9k9Jp5N6pvRKS2sQtXW5yh6J29hCz2fN50Bg6LjtZzHW3fynn17lvBTWW6Xzscl6pGsSKW2NB_486VP3YcW6RL2K64YmVwnW8dWlXY1Wk3hCW4cmlBZ2R00pBW6nmvf_2b1bHDVpK_TB21YnmMW66GHJV8lL7Q1W1gZvy636GHSqVpFYfM6tNX2X3k9N1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgPX3p_b1V1-WJV7CgKc1W14ndM-4m1ksVW5r0mFH48ryPMW5ZM_t86-2fhxW4tpCQz4TL4LWW8plpcF15jv6GW40VGfd5bp58ZW3Wl1jx1W22FxW29FWBS2xL0rqW8KxQ0M3T8qBZW2ws8DC7qLYpwW7C9NfM38lYNsW23sqzl5hW1sRW8xtQ9H5NNlpXW6twlZ46PW63tW4lR9KQ1Jqr2XW6Wl9kS5QrbyyW5mwc4L8gxzFQW2nFSMf7rgL7NN7tjm-LFzgxjW12xpP78X-bkZW800PFy8dZxt-Vl7q_05WsMF9W8nGnpt3_plLqW7bqff259WDHNW2DqlpB4lD8PVW67XFLt57LFDhW31N5DW2VTypmW1HnkJZ7wXZdrW5KJNR43nnPtBW8KmRpZ6c565K37Xg1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgWzBW349Q5Y3_4YXHW3X0nK06vnYxrW7xF08_8NwCGRW6kYgJr4RnBjlW7jNVRW20sbftW8N7dXv9l4XbRW5FLCsS7DRdB8VCLL_T21jT5wW6hbSMk8SKL7-W6sZYYp6TnzVkN6FZgw7qD0FwW6Ljvzj4qmf38W4NSG9_7FpwwcN5KzN79Wr07tN1yL3sc1xCq-W1lMm141FBT8cW4GCgBn41vfvcW3LwtCk8x8_7CW2Kbnzz961q_VW5VLQcz7Lyy2QW1_QWQW5HLtyTW1tJXgC1wBskb3htc1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgP13p_97V1-WJV7CgSXkW6cMQWx2cxLl5W7l7t_21m2kh5N3pbKC92ZdG-Vv9vf222Jnj5W98xBW42CXpD5W3WlH6X2KF2SjW6y6b7f8J0tnXW2Zb9nf85hgnLW6-YkF24gS1R9W5zW8FR9dk6hSW8HR6CH1nBLsZN92_0X_pz_8QW5kZWD814j-6GW4XRzg93-kQ9mW6n2t3g5HL3b_VDQWhg34VH46W8hJ8Ct2bXS3TW8LNJhz294s6xW9bxDW77wW2dGW8-m2bH4P4jM-W5wWtmt3VlLp6W7tzTbh7qY5HPW1yg3Bn7-Zj04N89Pn3LHgPry3gJM1
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2021 is 7.5% on Friday, July 16, down from 7.9% on July 9. Debbie and I expect it to slow 
to 3.0%-4.0% during the second half of this year; however, we won’t be surprised if we are 
pleasantly surprised. Order backlogs remain significant, and inventories are depleted and 
need to be rebuilt. The reopening of the services economy is boosting demand for 
businesses that had been challenged by ongoing social-distancing restrictions until recently. 
Of course, another wave of the pandemic and restrictions could rapidly cause another 
reversal of fortune for them. 
  
(2) Retail sales. US retail sales rose 0.6% m/m in June, beating expectations of a 0.3% 
decline. Excluding autos, sales jumped 1.3% in June. Sales have been driven in part by 
stimulus checks and the reopening of the economy. The latest data showed clothing and 
personal care products continued to experience sales growth (Fig. 7). Housing-related sales 
continued their recent decline (Fig. 8). Motor vehicles and parts dropped, as supply-chain 
issues continue to plague the sector. 
  
The reopening of the economy, especially those businesses hit hardest by the absence of 
social activity during the pandemic, is helping to bolster sales. Consumers are beginning to 
shift more of their purchases toward services. For example, food service sales are now 
back above the pre-pandemic level (Fig. 9). 
   
Online retail sales fell 2.3% m/m in May but rose 3.7% y/y (Fig. 10). They accounted for 
38.6% of GAFO (i.e., the type of merchandise found in department stores) sales compared 
to 45.9% a year ago. 
  
(3) Business sales and S&P 500 revenues. Business sales of goods by manufacturers and 
distributors includes retail sales. The series is available through May. It was up 28.7% y/y 
(Fig. 11). This growth rate closely tracks the yearly percent change in quarterly S&P 500 
revenues, which was 11.7% during Q1. It might have been up at least twice as much during 
Q2. S&P 500 forward revenues rose to another record high during the July 8 week (Fig. 12). 
  
(4) Federal tax receipts. One of the most remarkable recent development has been the 
narrowing of the 12-month federal budget deficit from a record of $4.1 trillion through March 
to $2.6 trillion through June (Fig. 13). The 12-month sum of federal government outlays has 
been falling in recent months, while revenues have been soaring, led by individual income 
tax receipts (Fig. 14 and Fig. 15). 
  
In June, 9.5 million workers were unemployed, or 3.8 million more than during February of 
last year, just before the WHO declared the pandemic. Yet the 12-month sum of federal 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgN79kDGQV7Wycr7CgQ_5W83MR0119-NGpW3jntV48-jHbsW4ntqDt7ycp7gVQ13Tf7g5yTXVjPz3d4zrxs2W7KqmcK46fDnbW1FQSBX4DJZt2W22JG4c6F7F0jW3WbtWP1PZtWJW1BRk_p4ltqdYW8NQyVS8tvYDcN63Y_BpDGwk7W53zCL64d_MQmW2Tf4fR8sxGtZW7rWC4J2yDbpZW4xqlGj6z5G3QW1QT-xR34Dh3VVp3J3S7qpYVgW2DRfgk8YdC0HW4qgx7r8T7YKqW1qxD9j2GnZWwW4XWryC53g5M-MvyjZ5lSzFNW4xgSZK8L9MgqW5nc7_74FDFsjW56-DXR3q296_W7-N-nN1xSvvSW7MXPGq8w-qXbW1SxtVb8MtGKVW62gm797VmGTdW2cwJwG2Xk8PPVHlmN17F0ClnW9lMbcl8HlK-lW59WRvz1VX4PNW2R3BD384KYcFW1Z7Djw2CDc60W6qzyPG6C1dyRW5Br71M3fBQLgVz5tTP22dR0RVCfRr37fVLQNW6gG_zG6m-Ks9W7b0YmV1hgVWCW16ZyzJ4G4byQW8LDYlg8kqzhjW95MQ0B48j71TW3SnwB_7R9JR_W1jkVL_4Hl6hkW1_PrgV30FDxsW3mdvn561mKl-W39hwxN1KnlTTW79J7lH7pplmJN2w6JKLgKmb_W2szZnH2_FVNpN53BMwsCpmMtW1hl8wy75RNR4TWsB78v8TXzW99dhqQ4w9Q9qW7ZZ0X62X_J39W8X5jfs30d_93W8dJFz07H3yXRW1b_5P24GVFzSW1LCJYj4k1xLpV21YP81_bvJNW11qNXK1jfBSPW8SvP4x3lM1mZW7GvWg35PP_FP332K1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgN79kDGQV7Wycr7CgLG0W1HPHX37DDyNzN9flnw54PDCzW3mhRBK5M75BzVF3jFM2r8tw7W71w_ZW2RLltPW3D9x6v2mFdtRW15-0Ds636b4GW5XCKZF4gtvSqW5BH2Gy7y9JSyW3rQSm-68ZCJVW6MJNhL8K_Xv1W43pPyB4FnY4JF8y6s2cvpy8W5LpTQ966PR3_W9g26D76j1_D-W4wFW6F2wkDhkW7s-fXz47RZszW5njp946btjLJW2m9lbY6y84hXW1GrQK78cdpVFW5lLCVz79MLntW4tMg9p1NJ9h7W6Q-Pyr1D1VK2W6ngXxw1SljM_W2SjV5B4gGqp0W73Czrc43NBkjN2j_bWPmLh0LW5f0MQ33KBSs8W2c9XJG7llzS4W7N3gFK91t_3qW5FByvz768bGvW6kSLcY7pV5j_W8PW7yJ4LbDSTW3QTHS-6DN8sqW7nWPT66Yw793W1QWm4s4FTk0HN8JYX78FwHqbN7GPpwny3wLWW42H95L4Sj5GtW38v-h1268N8cVn6hjl6d-RsyW5fBZ276P_JPhW6WsHYt4WFFyFW17jyt49by0WpW5C3_6H6G7PrwW8gvXZ27L9lcsN94S23rWxDsxW6GQ8Wd7g5WMXW3yt4j1437805V_HXXn6DZg6yW3xV00p8hBZg5VHzcK54-8f3WW7NQm-H5kBhNGW89tfFP6cg110W8LxsKh89GC8DW65Fc7X5t6D1CN3Zk61zbB-zgW2Yklmg1KrX-MMMYqq-2Bfs_W79q5LR8dhsTJW6Sbrb75T5VGTW90hlMC42RLGDW5YYhYT19TwK2W7H-KkL3mYM9XW4nJlJN2Xy-PjVGR6Jb8HZ2dW3bl41
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgSL-W4jKMXM1ZJVrLW46GmbZ4WXVDLW890Zch40dhhMW24sYc76H3RMgW284vpc5PyKjjW1T4cR537kLc2W4VNrn37yVBX3W46ZhxC7VB21bVd7pM8623JW_W6wKPPY2HTX6KW1hVfQL6hYRgTW2xsXSw3B4wL5W5fZhx68bRCPsW2vjY-S3HhSFyVYqhtZ8bC2PZN6mNm52HYqPRW3SX1Fb8-sfVNW96Py828nnBQWW6mD5TS48xXfdW3Dv3822yTy5pW1pP_f01BH7mYVxNXSX4vfw8p3m-51
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgQt_V5pbHQ7fz_pBN75mX9sKk9QxW2vmxs43p3dWSW1Vz6vk6gFvVHW7JBj7r9lpRZHW37nYHT15j-28W1HvZs09cQyQpW6d8Ggm6JqCwDVrN5PJ2j7f7dW1b_tz_8WNQCcW5xyN5m1DBqgvW5TttWk3TWRZ8W6HzSjh58KVdgW55L_CH1dn9RFW6SHGg974f1r2W8x-pHg20P6dxW9jPV023C6yPYW47N24W2Zq5TGW1G0sQB3Zw9vDW3ndkZ_8wlvBTVdlnS16TbdXJW5cKQmC3n2D2g3jr41
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgXB8W330DxS3HHT3SW1KRfCC29mH8LW1lRCW_2Jv2WFW6RFW9l56WRflW2jmrBJ8QwlpRW6qNSRJ8rg8qsN76Hx52SSPDDW3PLv4K2HjghXW4_B88R2-JxQMVQwhzl1qj4ScW6cj1F13rR574W3gGyh62VhtfZN6G7kMrvDBC7W4Hznwk5kRDg7Tz7JB2GJtcPN4y2HzTkNBK8W34Y_hl43RvkHVdYlDY98Xb8vN3BQffMTPxB9W6_0D7j9lWGZ1VNSMpM98_2cxW7r6sCR8jnHxL3k9D1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgK05W5Dz5BN94NLHkW3GWtpR47jx79W3vPT8h8k8ZcgW5p2BR_8WSc3mVwCcjR8nFQl4W5Zm36R4M7fK4W6l9nrV62xLR7W8SXXSR6Dks36W1FMj_07M6ZY-W7Dlbwh6c-6rNW3mmjmm9dVm1wW3zMMmd5MJ5K1W8ZB2j34v77tJN7wffbz6VXZjW739jYh6Kt8_wW1nqN5P3S3LvbW4QFsbm1s8WK3Vk5T5Z4qylwyW24Qdwy7BMG0lW8fGZWq1Rf7F-W1CDyHq7bn4h7N90g3gVN9X0932zj1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgGPWW1-DkWS6mjqmwW5b_5hp8khVDzW2WDZSB8cJ7LgW5BRTQX93YqJ0W3c0L0X6K4NPzW4twgNP4RH6JfW8Df-LJ3Xr2VNN8zvqZJyqkJqN5SbFXwLhmGcW5n24nb996qJGW7yGK7W4FKKtdW7ncpnY8tlzdHW5VQ8gQ1ksFtRW4FT3dk5QwnznW60_rWy28kLWjW2SYHrQ7r6qwBW7hsXwg2V8ZV-W2tGlYy52N7rvVPs_cb91Xq3SW2x9BNC4kk9sgW3fvxfs8VD8b1W2TRns38lB7dd3gDc1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgWTPVR5Jbv86mpcHW5bKTtd3_HM2MW5RL3Kg6PQLCSW5FpZrk1RYsQlW3Kx9wJ2pxZK1V2Bhr74YJ4C3W74YYZk2y3l9pN1S9Q5TrDvfvW6k6g_X7VT3g9W5P-pdw2TdrfqW3Q7LB76R2M5sW2cxnVX3rLKJTW6XpnFf94DJ_-W51RSWz7txHBnW8dcQ0G7F5KfYW1C9whM51YH_0W6TXnkT4PthCkW7fJ-3p91mnTPW50j4Hy6wkq3rW6DV9sV5HY7fVW1xZ_pM6jrV7mW3_2Wmn1T5gCj3nl71
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgRFDW5QtH2P8p7JW0V8zzPR6wYbYDW4_8LmV5sCh3mN1slsTm5zc-YW3Bcpsv5n2l-RW1y0MgT1vqV60W4NfPS-2xpKk-W1bx0wn4xq6rpN59Nc0vZ-T1zW2c8cTw6Ys_WPW2yjz0b8bLllQW55CcDz9bh5VDN6D6HLQwBJX7W97W6pC5QWZ_6W7BBl0b2F2rLjW1-fL7v73WWPYW5TR4zg8LDS66W8brlCW2kSbtjW3ZxGw46DnXjTW9cVVqw6w5-JDF7f4hW7cBY5W5nBwSl6DGMVc3bxl1
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individual income tax receipts was a record $2.2 trillion during June, $0.5 trillion more than 
during February of last year! 
  
How can that be? Well, a small part of the explanation is that unemployment benefits are 
taxable. Beneficiaries have the option of withholding 10% of their jobless benefit to pay their 
taxes. However, federal government unemployment insurance receipts are small. The 12-
month sum of this series rose only $9.8 billion since April 2020 to $49.7 billion during June 
of this year (Fig. 16). 
  
The most obvious explanation for the strength in individual income tax receipts is that the 
12-month sum includes two filing deadlines in July 2020 and May 2021. The norm is the 
April 15 deadline. 
  
(5) NY and Philly surveys. Two of the five regional business surveys conducted by the 
Federal Reserve are available for July. They tend to be very good leading indicators for the 
remaining three as well as for the national M-PMI survey. Together, they suggest that the 
inflationary economic boom continued last month. 
  
The general business index soared in New York to a record high, while it is down from 
recent highs in the Philly area (Fig. 17). New orders followed the same pattern. Employment 
remained strong in both surveys. Unfilled orders and delivery times eased a bit in both but 
remained elevated. Prices-paid and prices-received indexes mostly eased in both surveys 
but remained elevated too (Fig. 18). 
  
Inflation: Coming or Going? Prices-paid and prices-received indexes are diffusion 
indexes. They are based on m/m comparisons. They are cyclical and trendless. So the 
recent downticks in these indexes for the NY and Philly regions indicate that pricing 
pressures didn’t worsen in July compared to June. Consider the following related 
developments: 
  
(1) Small businesses. On the other hand, the percentages of small businesses both raising 
their selling prices (47%) and planning to do so (44%) during June were the highest they’ve 
been since the early 1980s, i.e., at the tail end of the Great Inflation of the 1970s (Fig. 19). 
  
(2) PPI. June’s PPI and CPI reports were released last week. There were no signs of a 
peak in consumer price inflation. The headline rates for the PPI for personal consumption 
and the CPI were 6.4% y/y and 5.4% (Fig. 20). The comparable core inflation rates were 
both 4.5% (Fig. 21). (See our Inflation Monitor III: Producer Prices.) 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgT-yVZh7_c3kjkdLW1c6MzR1CdbS5W98GB-Q31F3R4W4zYMT-6FmVhzW5JKdT83Xx-QkW2q89kv4d82TwW8PgZl72Yn1P8W892t1q80pVzrVj1b3G7j6lz0VRgC072_B-HnW9gC5B08GSwvhW15HNFC5cjBxxW5wPQ6k3R9fjqW1VVLWg7RhxzWW18WX7S7pbpHJW2DqZGr692gvGW4FYT9J4QL4mzVSVt602jglQzW3Zy5YZ49TLX0W40J_kx5gwZ4LW7C-VWD2slsqWW6nlxbK72L3FR3pRC1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgPLQW4JZKb65v8cxWN3hFSkYnxG09W571RdZ2379xSW9974XJ7mRSzlW1WgY8P3h4DB_W2pVx4S7sl7fBN62L8HQvZ6QtW8NKJlf10B7XpVCFYLm11pVV7W2m4BWN7-J-plW4N_Ghr6wtw9KW8tGPVj55wSlJW8_lmHS2pBX85W8JPCsb7NQBZHW71gY6f5m6xMHW3-H0dv6g9w1CW3dJ5Nf3bVSZMW7dxWGr2MgJpsW4NblXL2cXbTSW87f3H58CNGRGW4FJ8dH3BpnzFW5SrcGK3W__VK3jXr1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgVt_W12SlKW1t6K2LW78jNF24gq54CW9c66t48bBd1fW1ktgky2Tw-jYW2wRX_B2tgvGhVjR-wz7fcJgFW8wfqbT7F73gWV8d94Z5VL3d-W38gLGC40HWCWW5dN6CL1W31sZW7w93fw26W88tW3vwDC66144tBW4ghTNM2cpFvKVTXW3D2qDpkXW1qYxgy9kjVB7W348Dp17lm_8TW76dZDl5xfjVzW5J6r6d469hN0W8GqHVM5xrhBHW2fprVz2CfnSGW8f8lKB9h1GH4W6z3nXS2Hkk8R36vq1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgSsFW4QlmBS8n6tG7W5RcJW-4cHZkZW84rqwr7P2Fh6VhZkzl1Wpl1sW5xCXjh80ppzpW41-kW15yCmRXW76gqHf1YTgLSW8dKR3v8wzg_5W43BTNd6DNH6GW8KZ-5d8jzGD1W31wq6G6cnYvZW3nmvvQ67LRWMW73CsnZ34z_hSW7WbnFp1sK6LYW3bxqfx44JNvSW90FRqs3nnPn6W74JZGk45RD7sW3ltlsY6F0nSJW8RTgwh18GF20W1GqXQ547DYVTW1Vj89h8xZx-QW2fXbmf5XbDLy3k-R1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgQ0pW5qZsD27vs8FRVVWfST32LRm_W1lGtq56srFyPV3PdvH3JXFLgW2TPNXG46vhHzVZqZPR1dLY7sW5GvjjH3_tLT6VLfng47gM6dvW4_1JyL1TWp4XW69tlCp8pknTQW6y_CZy1CQ3czN7d_VDFN-GdGW2tGCcS1SfVYhW5tCjwY2L5tmFW4tWvFr4PFMPlW2SKPJS7txTv5W8PfnP956V22vW6QDw_x904wmmW5DP9jb2ZSt-jW2yYcYZ4q1h0XW3PJk958jnZ6TN8-bd3FmwkmH3mPN1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgXhbW856N2v2yj2W7VT4BL031nsGSW1dxNgl8MZcz_W8HLs3G9jfMdpW4QCyqw4LygnyW6PcjFp1wMjV3VCYhLY91T3SmW1Ld5Dw99bjMTW4FBj2j4NyqQhW3r8D-C8mFXV3W3zwqQ531Bc9HW5M1PQY21Vr14W1xBmR175CqK8W57cSt-86k0vkW79qjmM240y5NN1Y6rsCPrynqW5syQbq3Q79xRW33q3xy7L20FwVKldWv2BsZfLV4WHDW1tXKvYW2r7xTN1PsXBvW18fVlq8HJtv-38M51
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgXM7W7ds8gb3bzXQgW1V2_p43MvVr7W5vZJbb4YmrT-W3ZHnyz2Nd8BwN7LgnRZ-yBXNW3pm6LR6yz2lvW4J14S199RdZTW42TDLj27cw22W7K8MkV495KYlW5jhY8d77zg_mW5Fbp6b6PfgLYW1KzWZV5j19MnW3YyFSK81J4CWW6Vqt5y8q9hr6N8Sz6pSBb63qF67fvBxVRHnW1yrV0m4GnlVJMsyDL5wXzx9VbwM5N2Z-c1TW1nXqBh6PGpFzW8ZrdwM5Z4hzhW38cMZv50gxD03lFF1
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(3) Expectations. On Thursday, US Treasury Secretary Janet Yellen seemed to be a wee bit 
less confident about the transitory nature of the spike in inflation in recent months. Last 
Thursday, in a CNBC interview, she said, “We will have several more months of rapid 
inflation.” She also said, “Measures of inflation expectations I think still look quite well 
contained over the medium term.” 
  
Really? In June, the monthly survey of inflationary expectations conducted by the Federal 
Reserve Bank of New York showed the median one-year-ahead and three-years-ahead 
inflationary expectations at 4.8% and 3.6%, well above the Fed’s 2.0% medium-term target. 
(See our Inflation Monitor IV: Expectations.) 
  
Beware: Cognitive dissonance can trigger DDD! 
  
The Fed: Alternative Realities. Last Thursday, Federal Reserve Bank of St. Louis 
President James Bullard declared that the Fed has met its goal of achieving “substantial 
further progress” on both inflation and employment, urging his colleagues on the FOMC to 
move forward in reducing stimulus. “I think we are in a situation where we can taper,” he 
said during a Bloomberg Television interview. “We don’t want to jar markets or anything—
but I think it is time to end these emergency measures.” He acknowledged, “We are not 
quite sure where this inflation process is going to go. We need some optionality on the 
upside with respect to possible inflation shocks.” 
  
In congressional testimony on monetary policy during Wednesday and Thursday, Fed Chair 
Powell insisted that there’s no rush for the Fed to change course: “There’s still a lot of 
unemployed people out there. We think it’s important for monetary policy to remain 
accommodative, and supportive of economic activity, for now.” He said that the labor market 
“still has a long way to go.” 
  
Powell reiterated his FAITH in BEABTI. “FAITH” stands for “flexible average inflation 
targeting hope.” Last year during August, Fed officials announced that they were aiming to 
overshoot their 2.0% inflation target because they had undershot it for so long. Their wish 
has come true in recent months. 
  
“BEABTI” stands for the “base-effect-and-bottleneck theory of inflation.” That’s Powell’s 
interpretation of recent inflationary pressures. In his opinion, they mostly reflect rebounds in 
prices that were depressed a year ago by the lockdowns and temporary supply bottlenecks 
resulting from a surge in demand as the economy has reopened. 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgMS5nxG7V3Zsc37CgFZnVC5XYw3_DtgwW7ryp4M4FnJCpW8hnS756w61zSW2-MMZQ25g9FQW66ZJQ578VtNvW6rd1G72ChnDwW1Ky5zc3DV9fpW5B8M6B7xPMcVW1qWHVJ2FBx8nW8dMvM01JVC5XW80cxDn4rFqTBW6hW57p4ZhKMSW7Mwt0L3c3hSwW68j7136nB42zW5JD-_23rqbncW3b5LYM1CtQSJW31nR0D4fs4HYW3zhb1w3hR5_6W91cCKh8jnqp9N4TC095bKZKxW8pqTBf4X9FYpW3w1J0q2dVtvLW5BBL6d24WlY2W8jfTq97MSJJ5W1F1LSs7wCgQ1W4PNth98GQF8NW83B94p6dDqsPW1JFB1s3-S5XsW2PgBpX64ZVrVN714M7B9H0PDW81GkHT3jkh0nW5f7X_y9cNykm3d9Z1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgHzSW6dCmJw1fXrqXW7LrTVC3_sf14W9bt6vc2V8yFhW66NkzD7LDfkqW7nVs0C1yw-tLVhlJPl3Tl2t8N6C_QTdxB-TBW5pyQqX8XTJwZW309MWM2Bhg6bN7wzK6HR0jzFN6L98n8V_CxLW2qsWdz80S2P6Vy965G7Vhq1MW1PHLVx179VJhW6mP6Y22Yp4RLW4CfkK44lGjpYW3tVck29jLY06W3F7G421Qb5hDW6L_g3d50nhQHVNWKq63tnbB3W7ZL8Df13vktfW98Ppzw8ZTkw_3gSX1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgMS5nxG7V3Zsc37CgRdhW4hgxvv2cCPk1W3Gtm6Y3RDG87W96FbJc8jmkRvN25yCPlMLLSpW80HW5G8Yrp-mW2Pyr9V5MjzC8W73KF6S5xt9sLN2L_ZtqhKbGxW6bgTlZ169QhlW52Sl7P1040BLW53sm3S40G_GsW1gPbfr17G8gHW6HQFYx2zzmnvW6Gc7T_8_H-_PW8YnP8G2kPszLW69jMfW27tvr1W2LChN36R-nn9W3T41W65zWQ6-W854HH-4dQydtW4kV5lH7XJbfyW3LpcpJ4Y6RQ5W19Nxd39hNk93W3Hsfg92Ch_V9W5__WQT4d88N5W36Rt2Q1pWv-RW8-VRBB4KtlK1W7fwFD32tpBbhN2Lbs_ll37ScVYfxWz1Wm-dmW3f-Qry5dfTYqW2fzjN-4ldxsDW6LhMrv6dGDxZ3pg-1
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Are Bullard and Powell giving you a headache? That’s probably a symptom of DDD. 
  
Bonds: Stooping for Yield. During her CNBC interview last Thursday, Yellen said that the 
decline in the Treasury bond yield in recent weeks shows “the market expressing its views 
that inflation does remain under control.” That’s possible, though more likely is that bond 
investors’ views aren’t getting expressed but suppressed by the market-distorting effects of 
the Fed’s intervention. 
  
The bond market has been rigged by QE4ever bond purchases of $120 billion per month by 
the Fed since the end of last year. The bullish impact on the bond market has been 
amplified by the resulting surge in demand deposits associated with the Fed’s purchases. 
Banks have been forced to park these proceeds in bonds, since loan demand has been 
weak because corporations can raise lots of funds in the corporate bond market at record-
low yields. 
  
Bond investors are no longer reaching for yield. They are stooping for yield. They are doing 
that despite mounting inflationary pressures. They are exhibiting signs of DDD. 
  
Equities: Pong Games. Should we overweight Growth or Value? The answer since the 
start of September 2020 was Value. That worked until March 8, when Growth started to 
outperform again (Fig. 22). What changed? 
  
The Magnificent Five started to outperform again; they’re the S&P 500’s five stocks with the 
highest market capitalizations, i.e., Facebook, Amazon, Apple, Microsoft, and Google (Fig. 
23). On Friday, their collective market-cap share of the S&P 500 was back up to 24.8%. 
That also means that S&P 500 LargeCaps have been outperforming S&P 400/600 
SMidCaps and that the Stay Home investment style has outperformed the Go Global 
alternative. 
  
The outperformance of the Mag-5 is impressive since Washington seems to be increasingly 
moving toward regulating these companies. Their relative attractiveness in recent weeks 
can be mostly attributed to the drop in the bond yield. The stock market may be drinking 
Powell’s Kool-Aid and buying the notions that economic growth will soon slow significantly 
and inflation will soon moderate. 
  
China: Ready To Nuke Japan. At least we don’t have to worry about World War III. Then 
again, the July 14 issue of Newsweek included an article titled “China Officials Share Viral 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgLL1W8mTh5T73khKQW3g3V1K71rnXqW7NcS5j11FHzCW6d1CnB3XXphyW7V01yz9dKR12W4PNJ4J1rqF2sW1X6z-n5SF-NQW57tQ9V65C8fZW198Nhm22057KW862_1k96MLnFW2Y-L1B4f9pNLW5_4d_85CPwnXW2Th02w99wH1GW8-YDGx2Dnd3ZW3jYNpZ70vCwCW8BtbQW57cpJDW6t95_J5Bg7HkW27NQZL2L3pp1W33lzMC3ZxSPPW5PJH781s1ysXW3CfG1C3YKPXWVk9C8y3z61m139Xv1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgL79W5zNk-N2BGpXsW2s1hrf2YdQtFW6JVxnm2kWY-qW3vbGLK8MzhdSW82mJry29k2-qW6Tg0f224ZFx3W51V5V43k1C7dW62RSht6f_CY_W4zdsLN5tWVTSW4B6WBv4KtM1dMvjGsT9wrJ3W3mRJL04MGNldW67ymFG7VqfGDW8H1_bL11yYBxW22gmt54963yTW8YQPfQ8ThbdHW6hc3lw3SWDmXV5hgvm5pr_86W5mjFVH82QP0WW1msCbB2lfFh7W7cwmqc4zdvZnW78FKzM1-STVH3fBn1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgL79W5zNk-N2BGpXsW2s1hrf2YdQtFW6JVxnm2kWY-qW3vbGLK8MzhdSW82mJry29k2-qW6Tg0f224ZFx3W51V5V43k1C7dW62RSht6f_CY_W4zdsLN5tWVTSW4B6WBv4KtM1dMvjGsT9wrJ3W3mRJL04MGNldW67ymFG7VqfGDW8H1_bL11yYBxW22gmt54963yTW8YQPfQ8ThbdHW6hc3lw3SWDmXV5hgvm5pr_86W5mjFVH82QP0WW1msCbB2lfFh7W7cwmqc4zdvZnW78FKzM1-STVH3fBn1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgMS5nxG7V3Zsc37CgGlpW1hTyl-7VCQJrW8WfMW01Sv-mBW73tl_b5lgMZfW6zl8098VrBTPN15HjhNS8x-4W15-QD88MMpt3W7KW7Rq4x7GrRVVvK-m3w9SgzW4HJc3M2S8VqVW266qpd3GZ7frW5_fxWW200f7tV3qx9H3h7wQXW7mp9_c1HpQkXW4qNzWx4r70QXV48MKj44wy-XW5143Gd2_FTJJW13Y9n77yVP4jW4Ksd6l3twWrlW5drGwY6Q43p8W2jCHZ61X-TtWW1qSt3c40CvKJW1GT77P3gYYVHVH2D8d1pT--rW7lrK6T1dB0H4N1qs-lxrFwCJW3NxcBt21pkcKW2PCMgR3n0njqW8Yj1DG5HYwLKVFxJx18qqYh1W6Jk2kb1q-_z9MwWtSNX01N3W5JQJwk4jJxM73gGd1
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Video Calling for Atomic Bombing of Japan.” A video posted under an account run by the 
Baoji Municipal Committee of the Communist Party of China calls for Beijing to launch 
nuclear strikes on Japan if Tokyo intervenes in a Chinese invasion of democratic Taiwan. 
  
The narrator in the video proposes a “Japan Exception Theory” that would see Tokyo 
exempt from China’s “no first use” nuclear policy. The footage is filled with belligerent and 
nationalistic rhetoric, as well as threats of nuclear war against one of China’s nearest 
neighbors. 
  
Sounds like fake news, right? Well, the June 30 Washington Post reported that “China has 
begun construction of what independent experts say are more than 100 new silos for 
intercontinental ballistic missiles in a desert near the northwestern city of Yumen, a building 
spree that could signal a major expansion of Beijing’s nuclear capabilities.” 
  
What’s their rush? Could it be that the Chinese government and military have a strategic 
plan with a timetable to invade Taiwan sooner rather than later? You decide. This is all 
giving us a bad case of DDD. 

 

Calendars 
  
US: Mon: NAHB Housing Market Index 82. Tues: Housing Starts & Building Permits 
1.597mu/1.700mu, API Weekly Crude Oil Inventories. (Bloomberg estimates) 
  
Global: Mon: Japan Core CPI 0.2% y/y, German Buba Monthly Report, RBA Meeting 
Minutes. Tues: Japan Trade Balance ¥460b, BOJ Monetary Policy Meeting Minutes. 
(Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index fall 1.1% 
and end the week 1.4% below its record high on Monday. The US ranked 29th of the 49 
global stock markets that we follow in a week when just 19 of the 49 countries rose in US 
dollar terms. The AC World ex-US index rose 0.1% as a few regions posted their first gains 
in three weeks. EM Latin America was the best-performing region last week with a gain of 

      
 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgN75nxGrV3Zsc37CgDbcW3QY43v7WM5k6Vc0v2J1Yl8vGW8yPMd88njsXXW1Hqydg8hY7_4W7cjSZQ5ZKvb6W6-GhTQ9gypbQW1FfqTq1K_wlyW1kX0Yk3mY9WVW4PvhFT3-LcnhN9jnHdDHjhhBW6b842x8NcchFW5JxCpw5YqWWCVGtx876DlFh5W2qZ13M4_Zf0MW8bwyG53lHMggN7cG8_S5kFg_W8f58Y64hXC5KW1WkSJ48QJtc6W66mYg67q58DMW5KtVCx5GlPThW3RPJBB4JgNQzN3rgMqNkZ65kN3pTBWjk-MkjN5mn_7WlN0S9W4CkcVQ1_YQbwVfT_w17ZTRwtW5sXMhw2jK84YW6BxJYT76Mf6NW2L5rnv6ZdJq4W9dC5XZ8-y-tGW48Tcx68nTW4rW6dZjK08zBT5pW7Vt-462CkxyDW1gwYT77F97Ss2Vd1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgBC0W2nRdzh2DWTCQW5sFWv02g5djwW8LFPYB9fLw2JW8WYtFr2Z1F_PW8097g256zYqJW4pq52J76WPK2W93S8F21Tmz9rW6qDRLk8-nF-CV-shqP4h_6R8N2nqVq6FW9dVW4sfWzF32_WQbW3Mz9Sb8hvzt0W6gVhKM3xXJLQVhNVC490nM9lN5hNzv6shTskW8v6-my10r_BlW38cmbp142NwqVrWMkx6n2TXCVqfz8V2Hj_ZMW279Dj78ZhqSbW6LJkKf1wYQyfW1tRzdx20TgSR38h91
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2.7%, ahead of BRIC (2.0%) and EM Asia (2.0). EM Eastern Europe (-1.8) was the biggest 
underperformer, followed by EMU (-1.2), EMEA (-1.1), and EAFE (-0.5). Egypt was the 
best-performing countries last week with a gain of 4.7%, followed by Brazil (3.9), Korea 
(2.3), China (2.3), and Hong Kong (2.1). Greece was the worst performer with a decline of 
4.1%, followed by Spain (-3.3), Chile (-3.0), Norway (-2.7), and Ireland (-2.6). The US 
remains the top-performing region so far in 2021 with a gain of 14.7%, ahead of EMEA 
(14.2), EM Eastern Europe (13.0), EMU (9.4), EAFE (7.2), and the AC-World ex-US (6.7). 
The following regions are lagging, albeit with gains: BRIC (0.6), EM Asia (2.4), and EM Latin 
America (5.2). The top-performing countries ytd: Jordan (30.1), the Netherlands (18.8), 
Austria (18.7), Taiwan (18.5), and Sweden (18.2). The biggest laggards of 2021 so far: 
Turkey (-21.5), Peru (-21.3), Colombia (-19.6), New Zealand (-14.9), and Indonesia (-13.3). 

S&P 1500/500/400/600 Performance (link):  LargeCap dropped 1.0% for its first decline in 
four weeks, but was the best performer of these three indexes for a third week. MidCap fell 
3.3%, ahead of the 4.6% decline for SmallCap as both indexes moved lower for a third 
week. LargeCap ended the week 1.3% below its record high on Monday, while MidCap and 
SmallCap were 5.5% and 8.2% below their respective record highs on May 7 and June 8. 
Five of the 33 sectors were higher for the week, down from 15 rising a week earlier. 
LargeCap Utilities rose 2.6% for the best performance for the week, followed by SmallCap 
Utilities (1.8%), LargeCap Consumer Staples (1.2), MidCap Utilities (0.9), and LargeCap 
Real Estate (0.7). SmallCap Energy was the worst performer with a decline of 12.5%, 
followed by MidCap Energy (-8.9), LargeCap Energy (-7.7), SmallCap Consumer 
Discretionary (-6.1), and SmallCap Tech (-6.0). SmallCap continues to lead so far in 2021 
with a gain of 16.0%, but barely so as LargeCap (15.2) moved ahead of MidCap (13.5). 
Thirty-two of the 33 sectors are higher ytd, paced by these best sector performers: 
SmallCap Energy (55.2), MidCap Energy (37.7), SmallCap Consumer Discretionary (34.1), 
LargeCap Energy (28.8), and LargeCap Real Estate (26.8). The biggest laggards so far in 
2021: MidCap Communication Services (-3.9), MidCap Tech (2.9), LargeCap Consumer 
Staples (5.4), LargeCap Utilities (5.6), and SmallCap Tech (7.4). 

S&P 500 Technical Indicators (link): The S&P 500 fell 1.0% last week and weakened 
relative to both its 50-day moving average (50-dma) and 200-day moving average (200-
dma). It was above its 50-dma for a fourth week after dropping below a week earlier for the 
first time since February. It was above its 200-dma for a 55th straight week last week after 
being below for 13 weeks through late May of 2020. The S&P 500’s 50-dma rose last week 
for a 36th straight week. The price index dropped to a three-week low of 2.0% above its 
rising 50-dma from a nine-week high of 3.4% and is up from an eight-month low of 0.4% 
below its rising 50-dma during mid-June. That’s still down from its 19-week high of 5.8% 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgPnhW3D37Lb4SztYWW4gSqjL185wqJVQp9Sl14Pmw1W7gQ5x41479fsN4PJ2BDS7B_jW1ndyYD5_nr1sW7pTP3J3YvvzpW3k2MlK4_xhj0W30NYVC6NKxP2VMS3rY56l-MxN9j1Q1z4RmDNW51JVM297GwpxW3qVWYv779cgPW5LQWtP1XJL2QW1_t3MK3J-WFQN23D1sPKSt2dW76DGYm4xqJ4jW1gDXSc5VKg6KW81r6Lt7ljzqTV8T3yC7VmBSMW3Jp-KM65vTNBW63vPfs7qG8c23jPp1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgP13p_97V1-WJV7CgV_BW1wVZ-n55YkWjW9cbnrv8qfSSGW4pTzQB5_LWk0W4gcDBH4g-vSxW4CMXvG4vD-rmW4lDXWr2wVBxWV4FDqx3KnPdJW6dCNlb6RdyhHW4Td-g85w61DGW82yspm5d1Vv4W7bl_dq3RJLVSVV181p1-DDKWW35ZKkX7tHXCFVsL5Th2q9FTzVnkMwf5NNr4vW4hw4qx3P6jyJW3gPtJ05Bx2nWW1xym9Z2xdm4dW1v5tqt2c4LN4VtHzqk5CNyNGVqSGtx4Pb8kFW8RzmKK3m3MmdW7pPXhN3svHvjW8hWmKM3kTJFr3lyc1
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above during mid-April. 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 55th week but dropped to a four-week low of 10.6% above its rising 200-
dma from 12.4% above a week earlier. It remains above its eight-month low of 9.2% during 
mid-June. That compares to 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): Seven S&P 500 sectors traded above their 
50-dmas last week, unchanged from a week earlier and down from ten in early June. 
Industrials moved below for the first time in three weeks, and Utilities moved above for the 
first time in five weeks. Financials was below for a third week and Materials for a fifth week. 
That compares to all 11 sectors above at the beginning of May and just four above at the 
end of January. Five sectors have a falling 50-dma now, up from just one sector a week 
earlier; that matches mid-March’s highest count since early November. The four sectors 
joining Utilities in that doghouse last week: Energy, Financials, Industrials, and Materials. 
Looking at the more stable longer-term 200-dmas, all 11 sectors traded above them for a 
19th straight week, and all have had rising 200-dmas for a 18th straight week. For 
perspective, back in April 2020, just one sector (Health Care) was trading above its 200-
dma. Energy’s 200-dma finally turned higher in mid-December after mostly falling since 
October 2018. 

 

US Economic Indicators 
  
Retail Sales (link): Retail sales unexpectedly rose in June on broad-based gains that more 
than offset a drop in auto sales due to the chip shortage. Headline retail sales expanded 
0.6% (vs an expected 0.3% decline) and is up 51.6% since last April, while core retail 
sales—which excludes autos, gasoline, building materials, and food—is up 1.1% and 
31.3%, over the comparable periods. Both are recovering from May declines and are just 
marginally below their record highs posted in April and March, respectively. Of the 13 retail 
sales categories, nine increased in June, while four contracted—with food services & 
drinking places, clothing, and health & personal care retailers posting record sales last 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgP13p_97V1-WJV7CgTSwW4_MjB84dv8MWN88ccx6N4kxXW6ly8lh5vtdcQW3J_THg38X4vXW8bq-qV7TjgbVW4LTXHf3XgrVRW2XTPcg1CrfVJVC9qWK560H6NW5T_xQt5xDl42N8LQ9ZBFWJ82W4xcwRl6ry4Y6W6xmg4k1ylkn7W69BKNQ6Q_YXZW5m_JB-2tkGb5W2vb0d51KlxnYW7Q3wPx2K3pyLW3Njn3N4bRcYCW618Kmj5LY_trVDx7Xv70wLDVW4jyC4n6vVDS4W6DYPXz6lkBMzW9chrlm7tgXJRW6B7Kgw8nCSrHVPbV6y8Vhs6_3l6T1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgC8RW1rPnmb5Njgh9W4mvk-V1-kmRqW8h81XP5JNvSWW57mPwn1MQcfjVmfQj-8zWCrrW8tz28s1q6Qv1F4MtB4BP_KRW4bZM9L92zlrkW4j2v9_5VNRj_N5d_m1fT1jS4W7V9Gc11vyJVRV4Mymt8JZf0RW2gl9VY2vv1qJW2KSzVY3k4_JBW3phqp15H8bH4W5KVfps6n1G7mW4vtZM25yBNJXW8CSF4N4jMkyYW5Q1Bkr933nFLW3SH0_-19nVvNW2zHzgX2DJCPcW2dJrRS2-wZbY3pqz1
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month. Worth mentioning, sales of motor vehicle, furniture & home furnishings, sporting 
goods, general merchandise, miscellaneous, and nonstore retailers were all not far from 
their record highs posted earlier this year. Here’s a snapshot of the sales performances of 
the 13 categories during June, and versus last April’s bottom: miscellaneous store retailers 
(3.4% m/m & 84.4%), electronics & appliance stores (3.3 & 133.7), clothing & accessories 
(2.6 & 811.3), gasoline stations (2.5 & 80.1), food services & drinking places (2.3 & 135.8), 
general merchandise (1.9 & 20.1), health & personal care (1.6 & 24.2), nonstore retailers 
(1.2 & 14.8), food & beverage stores (0.6 & 3.7), sporting goods & hobby stores (-1.7 & 
149.8), building materials & garden equipment (-1.6 & 21.8), motor vehicles (-2.0 & 93.7), 
and furniture & home furnishings (-3.6 & 184.3).  

Consumer Sentiment Index (link): Inflation concerns sent consumer sentiment south in 
mid-July, as the one-year expected inflation rate soared to 4.8%—the highest since August 
2008. It was at 3.0% a year ago. The five-year expected inflation rate remains on an 
accelerating trend, rising to 2.9% this month after edging down from 3.0% to 2.8% last 
month; it was as low as 2.4% in October. The Consumer Sentiment Index (CSI) sank to a 
five-month low of 80.8 in mid-July after climbing from 82.9 to 85.5 in June. The present 
situation component of the CSI declined for the third month from 97.2 in April to an 11-
month low of 84.5 this month, while the expectations component remains in a volatile flat 
trend, dropping to 78.4 after advancing from 78.8 to 83.5 in June. The headline CSI is 20.2 
points below its pre-pandemic level, while the present situation and expectations 
components are 30.3 points and 13.7 points below. Inflation concerns have triggered a 
sharp pullback in buying conditions for big-ticket items—as “consumers’ complaints about 
rising prices on homes, vehicles, and household durables” reached an all-time record high, 
according to Richard Curtin, the surveys chief economist. He also notes, however, that 
purchase rates have benefited from “record increases in accumulated savings and reserve 
funds.” The big question: Will consumers keep a significant portion of their savings as a 
“precautionary hedge,” or buy-in advance, before prices climb even higher? 

Business Sales & Inventories (link): Nominal business sales in May was little changed 
around April’s record high, while real business sales (reported with a lag) in April held 
around March’s record high. Nominal business sales slipped 0.3% in May, after jumping 
6.5% during the two months ending April from February’s 1.6% shortfall. Real business 
sales has followed an up-and-down pattern so far this year, falling 0.5% in April, though has 
still managed a 3.7% ytd gain. Real sales of wholesalers continued to reach new record 
highs in April, while those of retailers were stalled just below March’s record high. 
Meanwhile, real manufacturing sales slumped 4.8% during the three months through April. 
May’s nominal inventories-to-sales ratio inched up to 1.26 from 1.25 in April—which was a 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgHlVW3Xcs6Y3j3GdXW2NSrbX5cwJqgW2s53X63XyV6VN2zxKhF5Ml6jN6D7CWwWMXb3W6ynH0n5qSBK6W7ztTcS7vnXYnW7CM2Nz14KP0DW39lVk71j0yWNW34XBj228NXCDW77LqZw2ZnxrTW2JLkQZ7kvbsLVv5xD14Ks1gXW8MtpLh3bmVpGW7bym3t1RTYQfW59l9p71HB3wzW8w9NsY5C7c0wW4Xr1_j131J_KW4wWwV72Nt6s1W4tk8496Ckq6NW51vgV082X4w2VgSsxN4ZC6_k3mKk1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7Cg-lDW92YW3P8lCcnzW3QG1GG7v8QCFW5jy5lL7gQwBXW1HKKs83ppVxrW6kM8wK802HfmW5KsFXj1Gk6MMW2sPc3p17HwjvW5ZKS311SlcMjW4Ttslf3bKzbBW7DVPLd3Vs7jbVhp1_d559lP_W52B2-k4zXZzwW5GTb2B1DXSpLW6F7Gd37Wh2_WW78fC8x2dmFh_W3XbkwM81cwTSW2NBTVs1m65x8W5lFVvj3Z-N61W1Mvtck1n1Km3W2T3cd-2L54GHW4WyWr97WjxdYW1jBJfS8hjvMK37wL1
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tick above its record low of 1.24 posted in March 2011; it was at 1.73 last April. Meanwhile, 
the real inventories-to-sales ratio for April held at March’s 1.30—which was only a tick 
above its record low of 1.29 in the early 1970s; it had soared to a record high of 1.66 last 
April from 1.43 in February.  

Regional M-PMIs (link): Two Fed districts have now reported on manufacturing activity for 
July (New York and Philadelphia) and show the manufacturing sector expanded at a faster 
pace—with the New York region accelerating at a record rate. The composite index climbed 
to 32.5 this month after easing the prior two months from 38.3 to 24.1, as the New York (to 
43.0 from 17.4) manufacturing sector grew at more than double June’s pace, while growth 
in Philadelphia’s (21.9 from 30.7) slowed—though remained robust. The new orders (to 
25.1 from 19.3) measure saw an acceleration in billings, driven by a near record rate in 
orders growth in the New York (33.2 from 16.3) region; Philadelphia’s (17.0 to 22.2) rate 
slowed, though was still strong. Meanwhile, factories added to payrolls at a record pace (to 
24.9 from 21.5), virtually matching mid-2018’s record rate of 25.1, with Philadelphia’s (29.2 
from 30.7) measure a tick away from its record high of 30.8 posted in April of this year, 
while New York (20.6 from 12.3) manufacturers hired at the fastest pace since June 2018. 
Looking at the inflation measures, the New York prices-paid gauge eased for the second 
month to 76.8 from May’s record high of 83.5, while the prices-received (to 39.4 from 33.3) 
gauge accelerated to a new record high. Both Philadelphia’s prices-paid (to 69.7 from 80.7) 
and prices-received (46.8 from 49.7) measures eased this month from their June readings, 
which were the highest since June 1979 and October 1980, respectively.  

Industrial Production (link): Industrial production in June expanded for the 11th month 
since bottoming last April, climbing 0.4% m/m and 18.9% over the 14-month period, to 
within 1.2% of its pre-pandemic level. Manufacturing output edged down 0.1% last month, 
it’s third decline this year, as manufacturers continue to struggle with supply chain 
problems, as a shortage of semiconductors triggered a 6.6% drop in June motor vehicle 
production. Despite these challenges, factory output is still up 23.3% since bottoming last 
April to within 0.8% of its pre-Covid level. Here’s a snapshot of June production by market 
group (and their components) since last April and where they stand relative to their pre-
Covid levels: business equipment (42.7% & -0.6%), led by transit equipment (250.8 & -4.9), 
followed by industrial equipment (26.9 & -1.0), and information processing equipment (11.1 
& +4.8). The gain in consumer goods (18.8% & -0.2%) production was led by a surge in 
consumer durable goods (82.2 & -3.9) output, while nondurable goods (9.0 & +0.8) 
production was more subdued. That being said, consumer durable goods production has 
been contracting so far this year, falling 2.6% in June and 5.0% ytd.  

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgP13p_97V1-WJV7CgBznW22Jpcl8Ny5B8W3BCH3N3L1m5RW5wT2pr7-tPrVW5_9KwN1LyVJrW52qnF53knxm2W9gZwkK1YTZzVVg-KYR6-DSVcW4P-q046Vlt81VM76js2BjGGRVRJ5L54VsNCNMX03Qcm5NswN2Vft8sxCKPfW5PxHYW6tWKxLW3fFvCp5LDjL3W8TjknG2_MvSvW8LFLgb5V9wHDN4rGJL4p0QpFW5P74rG1fssL6W8Wp5cK896RjwW1NxZSv8lY3tbW8yyvmG6ZDTrHW6ZMSFq6h-fkzW6yQyrx6sthVWW24j8KR4Jhysm31Y-1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7Cg-GbW2JRQmB1fSn9GW2rYq-k3FBCbbN3VtKRhlc8Q5W9gDq-s8tbQHFW643XPg6g71YHW2D5Rdf5VNyztVwQMmW1bx7MYN6YFQDk9N3KtW1NCqSv3JqQ9TW4ngxTt6pds8BW3xtHF87w0YsqN45p294D3cNLW2m1yh82fMJS5VG_XNR1n82YPW5VDD9p2VHNqgW6xv7jl6TWZgTW177nxn1wb65DN8qqXjds_fXfW69k57m8-RGV1Vr38Pj6b5R3rW1yCbPw8g4sMtVYXYFF41mXl5318Q1
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Capacity Utilization (link): The headline capacity utilization rate continued to rebound from 
February’s weather-related decline. The overall utilization rate climbed to 75.4% in June 
after falling from 75.0% in January to 72.7% in February. The rate is up 12.0ppts from last 
April’s low and is currently 4.2ppts below its long-run average. Manufacturing’s capacity 
utilization rate dipped to 75.3% in June after advancing from 72.7% in February to 75.4% by 
June—up 14.5ppts since last April; it remains below its long-term average. The operating 
rate for mining climbed for the fourth successive month, from 66.5% in February to 76.7% in 
June, while the utilities rate climbed from 71.6% in March to 74.5% last month, with both 
remaining below their long-term averages. 

Import Prices (link): Import prices have heated up the past seven months, climbing 1.0% in 
June, and 8.7% over the period, with the yearly inflation rate at 11.2%—one of the fastest 
rates since 2011. Before turning positive this January (+1.0% y/y), the yearly rate was 
negative for 11 successive months. Petroleum prices were a big contributor once again, 
though June’s 4.6% increase was slower than May’s 5.4%; these prices were up 62.2% the 
past seven months and 87.7% y/y (slowing from May’s peak of 137.2%). Meanwhile, 
nonpetroleum prices were up 0.7% m/m and 5.2% over the seven months through June, 
with the yearly rate accelerating 6.8%—the fastest since summer 2008. The rate for 
industrial supplies & materials imports (49.6% y/y) eased a bit from May’s record rate of 
55.4% after turning positive for the first time in a year in January. The rate for capital goods 
(1.4% y/y) remains just above 1.0%, up from November 2019’s bottom of -2.0%. Rates for 
consumer goods ex autos (1.1% y/y) is moving further into positive territory, while the rate 
for autos (1.2) remains in a flat trend around 1.0%. Food prices (8.1% y/y) have accelerated 
sharply recently, posting its biggest yearly rate since October 2011; the rate had bounced 
around zero the past few years. Looking at import prices among our trading partners, China 
(3.1% y/y) imports posted the fastest rate on record, while the NICs (6.6% y/y) rate is stalled 
at its record rate. The rate for the EU (6.3% y/y) was little changed around May’s near 
decade high of 6.6%. Meanwhile, the rate for Japan (1.8% y/y) slowed from May’s 2.3%--
which was its highest rate since November 2011; it had hovered around zero from early 
2019 through the end of last year.  

 

Global Economic Indicators 
  
European Car Sales (link): New car registrations, a proxy for sales, advanced 10.4% y/y, 
considerably slower than prior months. Among the top four EU car markets, Germany 
(24.5% y/y) posted the largest yearly gain, followed by Spain (17.1) and Italy (12.6); 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgVC6W1nBWdb3YDyZBW6Xrz-s4QHh2sW3Bkr296XYmm6W2dLN1g1Nh8CZW80lddZ5GV9H1W9dC8tz4D7v0WW9jnLTs42zb80W4vRYvc30TvWPW3dX0cX8TvWwJW3W7Cw394CQhqW2K4c-73dCLqDW9jLPM494mQW8W4BPV7b5s4CV2V9K3xz25QsvHW66b6rG2rt3vFMWjr7vs6J1KVc1QDQ1BknkyW1hGwzw5T7bK3W704-PB7GDlrwW1kj0rq8dlzpJV39hx61Tht7_W61Mk0v1nJbZ032_01
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgNpVW5c0YhD8tJb3VW1g2bc078zYTfW3ygLPz1xZKnDN6ykxg1rf7vJW22mBB_131tszW4_Y8LK7nRSMWW6mDfx94y6Zs6W1q4P3F6W_dlpW2Rv09-4PFVV2W2PpC2M7VL5S-W4K0JNN6gVtLhW8r8RgP6BpcgnW6LlsqC2wjMLxW3f17K16TlkvJV2_qqL449W-1W6jxl1R7S_C6rW8GsYly7dYYJKW30kYZL7_mqQ6W2Sq0v867GfY3W1h0DgG5ymk_5W1s1ZwM17skCXW1Y23Wh1vQK7v3qfD1
https://hn.t.hubspotemail.net/e2t/tc/VVvsnT814T43W5cr7CJ99HCWMW48Yhp74v8jygN50kgNL3p_8SV1-WJV7CgQFkW5wPYmD8Sm9jsW1Fh9FC4HQh57W6Kyhw67Jd9GFW79s1x98FKn0CW5Fprly6CKl3CW14-Qr95wSb29VVgTQd7zfbgVW5VDtdp2sL_wlW1GFCs258Ls67W4V-VJT192X8QN1kY02gxZS-tVjtSC_2_tkpCW4c8TX68RKQ52W6FFRnG2HjsJ3W7RxlhB9jz_rvW4dxJbn3KryyvW3z29837Hy4r6W5W2d0P4rTJNZW11XKv06-6DVfVCJLt15xBtfhV2lT7r6zBWKsVQ72YG8QP5lp3g3l1
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France’s sales contracted 14.7% y/y. During the first half of 2021, sales were up 25.2% y/y 
from the comparable 2020 period, reaching almost 5.4 million units—still below H2-2019’s 
pre-Covid volume by 1.5 million units. Here’s the year-to-date ranking of the top four EU 
markets compared to the comparable period a year ago: Italy (51.4% y/y), Spain (34.4), 
France (28.9), and Germany (14.9). 

Eurozone CPI (link): June’s CPI headline rate slowed a bit to 1.9% y/y from May’s 30-
month high of 2.0%, while the core rate slowed from 1.0% to 0.9%. Looking at the main 
components, once again energy (to 12.6% from 13.1% y/y) posted the biggest gain, though 
eased for the first time since late last year. The services inflation rate slowed to 0.7% y/y in 
June—the slowest since the end of 2020, after accelerating in May for the first time in four 
months, from 0.9% to 1.1%. The rate for non-energy industrial goods accelerated for the 
third month, to 1.2%y/y, after easing from 1.5% in January to 0.3% in March. The price 
measure for food, alcohol & tobacco held at 0.5%, after slowing steadily from 1.5% in 
January to 0.5% by May. Of the top four Eurozone economies, rates for Spain (2.5% y/y) 
and Germany (2.1) were above the Eurozone headline rate of 1.9%, while Italy’s (1.3) was 
below; the rate for France matched the overall rate.  
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