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YRI Podcast. In our latest video podcast, Dr. Ed discusses the main points of today’s 
Morning Briefing. 
  
US Economy: Real GDP Slowing. Debbie and I have been expecting that real GDP 
growth will slow to 3%-4% (saar) during the second half of this year from 6.3% and 6.6% 
during Q1 and Q2 (Fig. 1). Next year, we are predicting around 2.5% growth. Consider the 
following: 
  
(1) Less pent-up demand left. We figure that consumers have satisfied lots of their pent-up 
demand for goods and then some. There may be more fiscal stimulus coming, but that will 
most likely be for $550 billion of infrastructure spending (above the current base line) 
spread out over the next five to eight years. We are assuming that there won’t be a fourth 
round of government relief checks to consumers. We aren’t concerned about a “fiscal cliff” 
since the end of relief checks should continue to be offset by gains in employment and 
wages (Fig. 2). 
  
Indeed, while August’s 235,000 increase in payroll employment was disappointing, average 
hourly earnings (AHE) for all workers rose 0.6% m/m. That led our Earned Income Proxy for 
private-sector wages and salaries to increase 0.8% m/m to yet another record high (Fig. 3). 
The problem is that the recent surge in inflation has reduced the purchasing power of 
consumers’ incomes (Fig. 4). Since the end of 2020 through July of this year, private wages 
and salaries are up 3.8% in current dollars and 0.7% in real dollars. 
  
On an inflation-adjusted basis, consumer spending on goods rose well above trend last 

 
Check out the accompanying chart collection. 
  
(1) Slower GDP growth ahead. (2) Pent-up demand for goods has been satisfied. (3) Inflation is 
eroding purchasing power. (4) Real consumer spending flat for the past four months. (5) Auto 
industry’s lament: “Buddy, can you spare some chips?” (6) Priced out of the housing market. (7) 
Capital spending booming. (8) Plenty of room for restocking. (9) Covid still messing up the labor 
market. (10) Wages inflating. (11) Doves vs hawks on the FOMC. (12) Movie review: “A Private War” 
(+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Mt5nKv5V3Zsc37CgY4ZW5w1jZw35ZqbtW7lHnhN2FnC5yW5VPyKv3LBJdsW57s54n3tzPZcW841H732HnBF9W5f-zb_2fQ3YNW8SJYrH5ZsyD7W85lkGz7nqPBkW631K0696fGTHW84LYZ-558wxFW12hpB_3Y89wGN30Kd3Kn3W3-W5MVq-X39HLbnW8n9R3K2gtBZtW5Wl4HZ80F5MFN4fwz5hNLXCRN2kD1DRhCmx3N5534yfycNcsW5nYDQq888KkKW41BXlh3bxFZBW4Czc1g2_CcnJW7r5sfm2_tgq8W3cWx1m93yc16W8nMLmx9dd1RDW1fTrB454BtY4W2DypSh7WJst8W7myYb95gHyk7W1Xd37H38cDBmW8TykNy8_vdCLW37ZTZ_80QnQSN8zrCpdCL-26W7MHYk48rcPgT33NZ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgTcXW3QvRFg5kGb3NW6r_mPC8Jf6nZVbZzCl1l3jdnW3YK2vQ5NkkgGW3XylNx4B2phMV4nmfS1f5BjNN8h2w9CrF57nW4d6Tl05pp0D4W6F-b6B8Kjb2NW4TPs_575sjrGW75HngM42w4h7W77MQSc2VVKcRW34XTSQ2C_ldhW3jnl3W5gGCKhN91Nm3YrBXxTW4k56Vn8kSHb9W4kk4p27lHB-MVZ_6dR2Q_TsrW5W9Xrg9d4vmfW3TQZMS6nWyxNW5Pxvf58PYzBhW9bNvMS80nzjw2jn1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgLhmW6zmcPB44WB3WW76rW_B8VjGywVfP76B65pCLqN8sQ46s4gZrpW1bs-C75kBY_QW8XtLtx1t9xQgVnd1gt6FwDs8N4sdsxKvP8M-W47sTvk8s9k-1W3yD1X15JCghxW5zHzYQ8tf9zJW95QnQL7vmvJ_W1-Xdjx8YD_r3W43pw6K1lvLL9W61_bvj1vGk3YW1RnXZl931b5vW3sTqNB2dJkmGW6mH92S5mChbLW2Zr6Lw5fRPK7W7htns068C3ZvVbRQKK6DWcYqN5ynj0LJ8nrx3jc41
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgFrBW7SJBGw1JKSm2W6p7WQ22v3jmvW5HqLRP95qS_2W996Jf16_3mj5W8wcwlc5BBmp-W4KH1N513qzVMW7g1jM-704P3dW1xKlPQ7WzGtLW6ql35V47Ylk_W3FM1_s6CsndbN7VvLwKSDCvWW2cv0Q28ZcjsVW98SBZd18kSHJW4g43wT8mdWBvW4XhdZP6_Y1lVW8Cg2mz70syYPN5Zv650gVGpsW3xnM0275Jjn1W8rJJd-6HK4xVW8hB6lQ7rTJ_NW2fZ4vj3NYgt7W43Y1s_8RplXS3bC_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgTv8W1K0mH52YqjRxW4SSvpR1njgNsW23rp-08Zqn17W78HpX85sVTg7N5gsh1pvDh46W5hsWh65XX8hCW1Ffm1y10jzz1Vr8hr56TN8J-W6jKm9Y7RnQ22W63K76B7-w2DNW8p_1KS5KJvjnF78HlmvW6pFW4HXLLK18KPlrW8WCk611bZzqSW8K05Gt9fr_HVN8_YtZr8-4gDV6xLrx30zb2SW6_7qFd7s3mkZW6gD0mf3V8LKMW4K20QP3gbxxwVFxzhn1s_FhXW99GWLj5pBWdh3pD11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VW-cS34nv13jW405QV28kGgmLVpK0y34x7h35N7Cq3wV3q8_QV1-WJV7CgNPQW65pp165NdnqtW3ZbWwg1WFBsSW3kV7Z_8J7PzdW7CYCLm9kHXgpVX3wD19bpc-RW1Q8Kg66GZg8fW74ZGNb48J4SSN4N-JFxNb_hKW8Ljn1L9bXbjcN5dfczHjj1nkW3pl_kN7WL3lbVrQT6y6jVD61W819t4266kZjTW37dtdY1Ml3BTN5GfrF5wnQMWN5ppWMtjdP0qW92Pk006Mm3zLW1w_xPw1k5DjgW5c_3Hy9fBZ2fW8qnlbL4R08-YN3qWWdMsV2WnW2MSPqb2Yksvw3dWf1
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spring through March of this year (Fig. 5). It has dropped 4.3% over the past four months 
through July. Inflation-adjusted spending on services remains below its pre-pandemic peak 
and is still trending higher. There’s potential pent-up demand for services. But total real 
consumer spending has been flat for the past four months through July, though at a record 
high. 
  
(2) Missing parts for autos. We are concerned about the shortage of parts, which has forced 
the auto industry to reduce production, resulting in depleted inventories and depressed 
sales (Fig. 6, Fig. 7, and Fig. 8). Indeed, motor vehicle sales dropped from a recent high of 
18.5 million units (saar) during April to 13.1 million units during August, led by a big drop in 
domestic light truck sales. Also depressing auto sales are soaring new and used auto 
prices, up 6.5% y/y and 36.5% y/y during July, based on the PCED. The good news is that 
when the parts become available again, auto sales should give consumer spending a lift. 
  
(3) Inflating houses are depressing buyers. Following the end of the lockdown recession last 
year, housing sales soared. However, the sales boom was tempered by record-low 
inventories of new and existing homes for sale. As a result, home prices soared to levels 
that have caused would-be first-time homebuyers to continue to rent. 
  
If you own a home, the good news is that the median price of an existing single-family home 
rose 18.6% y/y during July to a record $367,000 (Fig. 9). That’s the bad news if you are a 
first-time homebuyer. The shortage of housing inventory and soaring prices have depressed 
not only housing sales but also housing-related retail sales (Fig. 10). 
  
(4) Capital spending booming. Debbie and I expect that capital spending will remain robust 
at least through next year as companies scramble to deal with labor shortages by spending 
on capital goods that can augment the physical and mental productivity of their workforce. 
We are not surprised to see nondefense capital goods orders excluding aircraft continuing 
to soar in record-high territory (Fig. 11). During July, this series was 18.0% above its pre-
pandemic reading during January 2020. Leading the way has been industrial machinery 
(Fig. 12). More spending on infrastructure should boost construction equipment orders. The 
reshoring of supply chains should continue to boost capital spending across the board. 
  
(5) Restocking depleted inventories. Inventory investment was a major drag on real GDP 
growth during the first and second quarters of this year. Most of the decline in inventories 
occurred in manufacturing and retail autos (Fig. 13). The slowdown in consumer spending 
may actually be a welcome development, providing some slack for businesses to rebuild 
their inventories. Many of their managers must be moving away from just-in-time inventory 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgTVsW1Sr-bt3GY_3HN2Hwv30fJbyhW6LnPws67NykZW2-72Bt2pySrGW9hS4nH12rkz9W8-fh3V4CvN_zW3YV39m80RXFNW8dHk791MtXfkW36sY5D8ZZDWkW7Pf5DV91MC2PW8j0P_Q2DW2V4N89NjfZL8RwHW3CQrVg3HYL8cW8TWyFN9hkkfbW5C_LwL8f3jlhW7ZW-2b22ZJn0VbKRC281cYf3VlQZ1z3sF51tW1-D4Rr7rTXwFW6lZj3W8QSvSbW3Cjkdj79f6M2N6HkjPfQdJGX315X1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgLqvW16FyVN8L7bF_W56c0021v5GBhVZNLmy2dl-k1W1G7lxg3Kj7gbW4Vh6m58fmL0MW8q1m6Q1ffKQkN6XpdzY9MsGQW6hTlhQ19kg8KW50y7SB2sslykW1jSwkB3QjBdLW3twhv133vJghW56xT6k54JVGNW6KjHQf96fWQwW60Bh1D1QQ557VHy5NY2vrSfZW7mfb0W7KPkzNW6G5LY58r52rzW6QYgcw4MshF4W5GMVbg3mc1HpN7sJGVp15nm9W6YXVpr4f3qh2W4cYKLL7McGK53dj81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgT5NW1P65xZ2cv7H9W921chr86JqVZW3R8fM35s12HDW1mLzVS5zSbJ1N3ZRNK-XT9rHW4R3z_T2LKx_HW7Trp6D2s5C3yW7VBTKW13zCR5N77p80qzddgrN6NlhTbnL5ngN1lP0zsZMPQ0N2q72Q0zdpZHW62K8-6804RmpW2LLsT98TWgXzW4khtmQ8XrCHTW7yvl0_3Dv85nW8sNDhH51-VKGW1lWlSn5_jJwgW7McL3z7RcFMqW6zMnlX2phwJZW7wQzkW6vhgqkW6SMRqj52kRZs39PX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgLrRV_35Ls18T9VPN76d2Hh1Tn3NW8Zmdhp6Gp3q8W44pxNH92k2QkW5qL8xp6XpRm1W3-Xlmj2wJZmqW3WzgMK1RBm5tW4Twg9q7bwv8FW5VQ04-8rprRBW31-dLf5yrnLlW7jnCRV63-4Y8W4n_CFR1H0JzTW8ZjYMp3qHfqPW5lgd6J4VKpB0W5kM__g5dmRgMVBlwWL4Hvcs2W4j1KRk2-HT6qW4Skz5l7j8MmkW6rhF_h8C0mlRW7HgCKp9d80_4W3LxK7Z1NRqJYW203qDS3p7Drp38Y51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgQy4W2dFk4n7QmCBJW4WhXTn8ZWXf9W5nt3075vt2y8W73lWTW5SP3DRW5ZnxX26RqGDNW2sm1w-8CCb3-W72tykQ9fQdSZW5VNx4B3ZrN6mW7jPNQp3cBFyPW8fKtm1174M1SW1GyzR-8sPP2WW8W5dGQ7VW1DwW2pbBCg4wr0jhN5bNrLcLVQKWW8jjFFk3wVBH1V8McJP5J2mCGW5TgcLQ1f1dSkW5G-dR429PF2sW5KvxXQ8mck0qW3LHnkD3KP_zkW4-3w0W4H_VclW6yL83k18tgGt3pJB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgLtrW5VPTWf6FGq40W4rwV4x6QmqH3W5pwFsy6GvrxVW82hwD_852DrdVlqyR-6cKMf5N9d576X-pwnPW3Xnz624R8nH4W1DlHbM7vQCHwW7nRtyn41GzJSW7JVrZT9hj-JgVxlkG-3cNWbHW6w4HVG8T3dlgW9f_r0Z747VvFN2FXc7rgFhFCN2GFvm71NcyPW31NWLs2l9ZXwW4plPPB2v8x1BW4lrbPD1LpyB8W4VdpBP8GmpFVW4V1DmV5qFyBKMH5cnGSjVhXW1vdcJh7gGXHC334J1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgX6mW8y9YSv1zRzQnW2CKC-r2hWNn3W4Q1rFY3S23f2W91lTLQ356jSsW36j4Yv2pslKtF3pSSzVGs0sW78_V6R3Wq716W1lsVtN79pk6RW7lPnXc5qll2PN8MdmnhXVpWBW6zjnG05d7fDDW6k0-2V2PZCsvN2k5B-RpBD2ZW473gqt92Z6YnVRNf2y8KMb7WN1hqkmH6GfQyVq1bfS67z1T4W44GLLF1sRZ0mW79KZ754THPbgW3tmhhC15P28NW89m9D47TmD-pN1kk3tP_NnMw3lHK1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgMKJW3cnqvW6f04PmW15T5lS48mRQsW4DzQg017mt1VVqsbgs89QTlZW34k0-g8pGzSrW2vtLj44F_-ShW7WLw6k1bKQHrVXvqGX5NjFsSW84fD_f3CxD2jW8mZYy88SsGFfW3BBHwD5yHyNkW7zXrrv6Txg96W4SgwDY3GwRMcW87xQR899lsB5VlX6GM36Pql0W5Ms2Rt6CZlrBW5ZKhVP1HYpj7W8VrW5h5k_4GpW4LPj4n3ZS4_KW8D8PYT7pwmZzW4dHln41T7qY_W4VMqmN5kDnQm39Jh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgT4FVVhgYS7-wyHgW2jZ5SF8RfWjFW4CPT_22YnGlPW7Ps2L67FKfbDW7sNwBg6dJKR7W1DB1bv6KNPX0My47d7dqSxwW3r30N98cGs5cW2bQ3rc8p5BKyW2c1sNB45RGpdW6hZlCs2Np6cpW885hh98C06xmW8PqPJx6YwVR_V5t6Vj8kYvslW7LsBfM3p52wMN4FLbhrSNYkHN1S3krjq4DgNW5CSxTD8FK1ZJW6pFqxr23cQ1wW4XXmw_2ScD-BW23pkMC1SwTgjW1cdktS2jzR-Y37dX1
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systems to just-in-case management until supply chains are brought closer to home. 
  
(6) Government spending. Spending on goods and services by the federal, state, and local 
governments hasn’t contributed much to real GDP growth since roughly 2010 (Fig. 14). 
Similarly, public construction put in place, in current dollars, has been relatively flat around 
$300 billion (saar) since 2008 (Fig. 15). It has remained well below residential and 
nonresidential construction spending since 2013. It should get a significant lift if Congress 
enacts the $550 billion infrastructure spending bill. 
  
US Labor Market: Mixed Signals. August’s employment report, released on Friday by the 
Bureau of Labor Statistics (BLS), was mostly on the disappointing side following better-
than-expected reports for June and July. August’s weakness was largely blamed on the 
Delta variant of the Covid-19 virus. 
  
Indeed, the BLS reported that the number of persons “unable to work because their 
employer closed or lost business due to the pandemic” rose 400,000 m/m during August to 
5.6 million. This would certainly explain why the number of unemployed workers remained 
high at 8.4 million last month. Debbie and I also suspect that seasonal factors have been 
distorted by the pandemic. 
  
As noted above, there was some good news for workers on the wage side, which boosted 
our Earned Income Proxy. Consider the following: 
  
(1) Employment and unemployment. While August’s payroll employment gain was much 
weaker than expected, the household measure of employment rose 509,000, outpacing the 
190,000 increase in the labor force. The result was a drop in the unemployment rate from 
5.4% during July to 5.2% during August. The former measures the total number of full-time 
and part-time jobs, while the latter measures the number of people employed no matter how 
many jobs they have. 
  
(2) Wages. The good news for workers was that their wages as measured by AHE rose 
0.6% m/m and 4.3% y/y. AHE for production and nonsupervisory (P&NS) workers—who 
accounted for 81% of payrolls, excluding government jobs, during August—rose 0.5% m/m 
and 4.8% y/y. The bad news was that workers’ real pay was eroded by a 4.2% y/y increase 
in the PCED inflation rate through July. 
  
(3) High and low wages. Debbie and I can calculate AHE for higher-wage workers ($51.50 
per hour in August) using the BLS data for the AHE of all workers ($30.70) and for P&NS 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7Cg-RdW922l8T7hKSSZN7xgFfVq3B6gW745sMb42lKYqW7V1wPp4DHsyVW2-t-5G5g-vmZW7Z224z6XSgLlN4TYSnBf3lgJW947S7n3bW7NtW4-q9hV4l8hnjW6MpFyb4JKJy1W4cZQcG3FxmFMVWjdRZ7jQJT5W3P5Dnx3Xx6RwVDBgSX24rJS9W7x1cCH6sZ254W3bdWnJ2h1g9bW2r-Q_q7GdNhFW2N9wkK3xTq5QW66GBMY46rsDlW4XKm3J25hKhDW57tvM28NR-yhW5QxfBz5q_shp31dS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgYh2VvsSl68js-cDW8nqNRp1N4G2jW390m9R8Z1J_VV6Rt7Y5cLPrVN3_NSWt8crn4W341v7G5YKlPgVR9VfL5WgkKrW2ns28f18ZByXW2DKQv93zN3ghW5Ydhxg4qylRdW8jHls56cw14mW8dFgY56wr5fsN2DLXsFbLH4kVc_qwJ1LDxSlW2rbl1N5kmjbLN3Dnm2FqzVXTW6PMQgn2FjBb6W4VZW7G4LH_X0W6VX8Pn4XyLy8W455zSc2RflryW9c1dMf7H6YpZW8MyzbB5TnqlK32f91
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workers ($26.00) (Fig. 16). On a y/y basis, they were up 3.5%, 4.3%, and 4.8%. Again, keep 
in mind that the PCED inflation measure was up 4.2% y/y in July. 
  
A sign of the times: On Thursday, Walmart raised the pay for more than 565,000 store 
employees for the third time in the past year, putting the company’s US average hourly 
wage at $16.40. 
  
(4) Three-month inflation. In an effort to reduce the pandemic lockdown’s “base-effect” on 
inflation readings this year, we have been focusing on the latest three-month percent 
changes at seasonally adjusted annual rates (saar) rather than the y/y comparisons. So, 
through July, the PCED is up 5.9% over the past three months (saar) vs 4.2% y/y. 
  
Now let’s do the same for the AHEs of the major industries through August on a three-
month basis: leisure & hospitality (16.8%), transportation & warehousing (12.5), 
professional & business services (6.3), natural resources (6.2), education & health services 
(5.8), retail trade (4.9), financial activities (4.2), manufacturing (4.2), utilities (4.2), wholesale 
trade (4.1), other services (4.0), construction (3.9), and information services (2.7). 
  
And here are the similar comparisons for the AHEs of higher-wage workers (4.8%), all 
workers (5.5), and lower-wage P&NS workers (6.1) (Fig. 17). The hourly pay hikes for 
lower-wage workers, especially in leisure & hospitality and transportation & warehousing, 
are clearly outpacing the PCED inflation rate. 
  
Monetary Policy: Powell’s Dilemma. The FOMC meets on September 21 and 22. After 
the meeting, the FOMC will release its latest quarterly dot plot showing the projections of 
the federal funds rate by the committee’s 18 participants. The number of them expecting to 
start hiking this rate next year rose from four at the March meeting to seven at the June 
meeting. Melissa and I expect to see that number increase to 10 at the next meeting. 
  
At his next post-meeting press conference, Fed Chair Jerome Powell is likely to say that the 
committee is preparing a schedule for tapering the Fed’s bond purchases but that the start 
date is still under discussion as a result of Friday’s weaker-than-expected employment 
report for August. All eyes will be on September’s employment report, which will be 
released on October 8. If it is strong, as we expect, then the FOMC should start tapering 
after the November 2-3 meeting. 
  
The fact that the number of unemployed remained elevated at 8.4 million during August and 
included 5.6 million persons “unable to work because their employer closed or lost business 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgGGxM4dsMYhwf6LW5zSCvN8qGPRtW4Pk3xK4hHSKDW4_Yz9t23jqMjW3M-TN84P_21rW5hQT8R2dnL8HN2v1f4yKwnscV-BywY3ZCHYgN74xkCnW6xWfW82g9-z4S6d0NVmMrkr68QNhvW51gPW25WSfRLW8JfkXL1FJ4SDN3nhv5PKzkGSW1bQqbn34qMWZW3tmxCW4h31CXW7MM6qp537bwqW1nxxRr56mQdlW6z7xh-2q1g5NW2J1WT877mscNW10l8QB5V6DJyW1xkdRW6D210h3pYy1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgFrhW4yGlNf2YxrPGW4vf0CC1zyH9PW13QXXQ282C6sN3LCGLqVwyN2W2frPv346TcqHW8g2MVR6TdprXW90dyDr7dyMHZW2CZ7dq2l5D33W8CmWHP8f9k2QW8pSYZg4skWJ7W2Xkjzt4mJn2BW2VD4yT7l0BSxVbfKwD6WD8wWW2JJYTr7_tYCdVT8lGf5p3QzcW1FLyYy64WRG5W66H34g6vhWdQW9m13MN6DC-VxW29YjCM1gQhndW81q4NK5fdtTNW99wzWk3q_Ly8W5Y6lFb7L3k5_3cZZ1
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due to the pandemic”—up 400,000 m/m—will likely cause the FOMC’s doves to conclude 
that there is no rush to start tapering since the pandemic is still a big drag on employment. 
  
The hawks are likely to counter that the latest wave of the pandemic may have crested 
during the summer and that the FOMC needs to move ahead with tapering so that the 
committee will be able to respond more quickly with rate hiking next year if inflation turns 
out to be less transitory than the doves have been predicting. 
  
So what will the Fed do? Ask us again after the next employment report. 
  
Movie. “A Private War” (+ + +) (link) is a 2018 biopic about Marie Colvin, who was an 
extraordinary American war correspondent for The Sunday Times of London. She wore an 
eyepatch after losing her left eye in 2001 when she was covering the civil war in Sri Lanka. 
Despite suffering from PTSD, she covered the conflicts in Iraq and Libya, interviewing 
Qadhafi before he was killed. In February 2012, she was interviewed on CNN from Homs, 
Syria, where she reported that Assad’s army was committing war crimes against civilians on 
a massive scale. Rosamund Pike’s performance as Marie is top notch. 

 

Calendars 
  
US: Tues: None. Wed: Job Openings 9.281m, Consumer Credit $25.0b, MBA Mortgage 
Applications, API Crude Oil Inventories, Beige Book, Williams. (Bloomberg estimates) 
  
Global: Tues: Eurozone GDP 2.0%q/q/13.6%y/y, Eurozone ZEW Economic Sentiment, 
Germany Industrial Production 0.7%, Germany ZEW Economic Sentiment 30.0, Japan 
Leading & Coincident Indicators, Japan GDP 0.4%q/q/1.6%y/y, RBA Interest Rate Decision, 
Saunders. Wed: China CPI & PPI 1.0%/9.0% y/y, BOC Interest Rate Decision 0.25%, 
Debelle. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index rise 0.6% 
and end the week at a record high. The US ranked 38th of the 49 global stock markets that 
we follow in a week when 40 of the 49 countries rose in US dollar terms. The AC World ex-

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgKNCW81c49b4S99KlW5yWZs66T6B5DW6jjTR83GGSWSW4r57227NV_vDW1Pgb_57DjDVKW63W_LM6C-68vW90CNX_8_w4CvV6PpYq7hnS_7W2gLWql5H1VfHW7D92Yg4pbXc0W9c7dqV1qYbSwF8k1w8FBs34Vvl8St5hNg8RW2nwwGc9crzW4W8g39PG80FHRqW18v9sV1dsWJZW17jtk-24mc6hW699pc33Lc_dNW99kGT5487F0XW26Mmgg8t7cyXW3BGQFH3_f793W26dhHz5-DZbL39z61
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgCYJVQ4JQ88t3L_VVhJBS76s97YnW6SpGM96FR1wrW1WN0KM4ww8KhW6YfLzY7gR5jPW8CR58z7Y1w41W5xCvPw6PshMTW5NVz5s7VsZ-yW3xwt1G17g54rW16VjCj5Q-TC9W7X0MLZ6DCwHKW5n9z_D8M0CCRVw1rdb8s7GY-W7B5jYV1dkyDqW2k_J8D8WBszwW7V9qfg1RsQv6W4BTWB34cfGSjW7_hz6R7TW_tHVhfnZ72gCYXfW6Fc_6l5Sw-gVW5JMsNJ5sW28VW3KHytH7bkQyC3ply1
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US index outperformed with a gain of 1.3% to 1.1% below its 6/15 record high as nearly all 
regions rose. EM Eastern Europe was the best-performing region last week with a gain of 
4.2%, ahead of EM Asia (4.0%), BRIC (3.9), and EMEA (2.5). EM Latin America was the 
biggest underperformer with a decline of 1.1%, followed by EMU (1.0) and EAFE (1.7). India 
was the best-performing country last week with a gain of 5.3%, followed by Japan (4.9), 
Poland (4.8), Portugal (4.7), and China (4.3). Pakistan was the worst performer with a 
decline of 2.9%, followed by Brazil (-2.4), Sri Lanka (-1.0), and Switzerland (-0.7). In August, 
the US MSCI rose 2.8% and ranked 27/49 as the AC World ex-US index underperformed 
with a gain of 1.7%. Thirty-eight of the 49 countries moved higher in August as all regions 
rose. Argentina was the best performer with a gain of 30.5%, followed by the Philippines 
(11.0), Thailand (10.9), India (10.9), and Colombia (10.5). The worst-performing countries in 
August: Pakistan (-4.9), Brazil (-3.1), Sri Lanka (-3.1), and Singapore (-2.4). EMEA rose 
4.4% in August, ahead of EM Eastern Europe (4.3), EM Asia (2.5), BRIC (2.0), and EMU 
(2.0). EM Latin America was August’s worst-performing region, albeit with a gain of 0.2%, 
followed by EAFE (1.5). EMEA is now the top-performing region ytd with a gain of 22.6%, 
ahead of EM Eastern Europe (22.4), the United States (20.4), EMU (14.8), EAFE (11.3), 
and the AC World ex-US (9.0). The following regions are lagging the AC World ex-US: 
BRIC (-3.4), EM Asia (-0.4), and EM Latin America (0.4). The top-performing countries ytd: 
Argentina (40.7), the Netherlands (34.7), Austria (32.5), the Czech Republic (31.8), and 
Hungary (28.8). The biggest laggards of 2021 so far: Peru (-27.2), Pakistan (-17.7), 
Colombia (-15.3), Sri Lanka (-13.3), and China (-12.4). 

S&P 1500/500/400/600 Performance (link):  LargeCap rose 0.6% last week, ahead of the 
0.2% and 0.4% declines for MidCap and SmallCap, respectively. LargeCap ended the week 
a hair below its record high on Thursday, while MidCap and SmallCap finished 0.5% and 
3.1% below their respective record highs on September 2 and June 8. Twenty-one of the 33 
sectors were higher for the week, down from 27 sectors rising a week earlier. LargeCap 
Real Estate rose 4.0% for the best performance of the week, followed by MidCap Health 
Care (3.4%), MidCap Real Estate (2.9), SmallCap Utilities (2.2), and MidCap Energy (2.0). 
SmallCap Consumer Discretionary was the worst performer with a decline of 2.8%, followed 
by LargeCap Financials (-2.5), MidCap Consumer Discretionary (-2.3), MidCap Financials (-
2.0), and SmallCap Financials (-1.9). LargeCap rose 2.9% during August, ahead of 
SmallCap (1.9) and MidCap (1.8) as 30 of the 33 sectors rose. August’s best performers: 
MidCap Communication Services (5.7), MidCap Financials (5.2), LargeCap Financials (5.0), 
LargeCap Communication Services (5.0), and SmallCap Tech (4.7). August’s biggest 
decliners: SmallCap Energy (-4.3), LargeCap Energy (-2.9), SmallCap Communication 
Services (-0.2), and MidCap Health Care (0.1). SmallCap remains in the lead in the 2021 
derby with a gain of 22.4% ytd, ahead of LargeCap (20.7), and MidCap (19.7). All 33 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgJ69W4smYXn88yd1xW8BjHtJ5F9lFjW5NDxG18-y1DSW36xWRl5-R-TPW12T-Ft8Lmlt0W5pGLpQ8zGvTgW578b2j5hft1SVzWgBl3GHxZWW8pcRXr73C93nW8txw--1YG8FPW7Nkhpc3HYjjLW92SXwq4lGyg-VCkflW2--L1MW1KLWNZ8TTKhkN2b6Sx0rqptYW8ZtT4R5cpKBbW5_ls0m31BK22W52cZlV7ZmnfjW2hBPP-714lDhW5Kgywy1SKhjFVGryNb6BsMccW8Xhl1Z8kBlmG3bWd1


 

7 
 

sectors are higher ytd, paced by these best sector performers: SmallCap Energy (51.9), 
MidCap Energy (48.6), SmallCap Consumer Discretionary (38.2), LargeCap Real Estate 
(33.5), and LargeCap Communication Services (29.2). The biggest laggards so far in 2021: 
MidCap Communication Services (4.7), MidCap Consumer Staples (6.4), LargeCap 
Consumer Staples (8.3), MidCap Tech (9.9), and LargeCap Utilities (10.1).  

S&P 500 Sectors and Industries Performance (link): Seven of the 11 S&P 500 sectors 
rose last week and seven outperformed the composite index’s 0.6% gain. That compares to 
a 1.5% gain for the S&P 500 a week earlier, when seven sectors rose and six outperformed 
the index. Real Estate rose 4.0% for the biggest gain of the week, ahead of Health Care 
(1.7%), Consumer Staples (1.5), Utilities (1.4), Consumer Discretionary (1.2), 
Communication Services (1.0), and Tech (0.9). The worst performers this week: Financials 
(-2.5), Energy (-1.4), Materials (-0.9), and Industrials (-0.4). The S&P 500 rose 2.9% in 
August as ten sectors moved higher and four beat the broader index. That compares to nine 
rising in July, when six beat the S&P 500’s 2.3% gain. The leading sectors in August: 
Financials (5.0), Communication Services (5.0), Utilities (3.5), and Tech (3.4). August’s 
market underperformers: Energy (-2.9), Industrials (0.9), Consumer Staples (1.3), Materials 
(1.7), Consumer Discretionary (2.0), Health Care (2.3), and Real Estate (2.7). With respect 
to 2021’s performance, the S&P 500 has risen 20.7% so far, with all 11 sectors higher ytd 
and five beating the broader index. Real Estate is now the leading sector with a gain of 
33.5% ytd, followed by Communication Services (29.2), Financials (28.8), Energy (27.2), 
and Tech (22.0). This year’s laggards to date, albeit with gains: Consumer Staples (8.3), 
Utilities (10.1), Consumer Discretionary (12.6), Materials (17.3), Industrials (17.7), and 
Health Care (20.3). 

S&P 500 Technical Indicators (link): The S&P 500 rose 0.6% last week, but was little 
changed relative to its 50-day moving average (50-dma) and 200-day moving average (200-
dma). It was above its 50-dma for an 11th week after dropping below for a week in mid-
June for the first time since February. It was above its 200-dma for a 62nd 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 43rd straight week as the price index remained steady at 2.9% above its 
rising 50-dma. That compares to an eight-month low of 0.4% below its rising 50-dma during 
mid-June; the index is still down from its 19-week high of 5.8% 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 62nd 
week last week, and edged up to 11.3% above its rising 200-dma from 11.2% a week 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgF59W18-c251YVmcZW9j3YYw190f0HW8cStvN2PRKYyW6qbKry3HQxKQW2v2s192tV1YXW19nf3L31WZbbW4ll5HP8L3T2jW5mNQSd4twJbLW71-NqJ3jTSw5W3FQFMb4zH-4vW887Qcy5jSf7cW4MCh8V8QRC11W2nl7bZ8XwqqVW89RgD78qYKc9W8M9NH0396-sJW1g6v9942wc-tW5QYkKy1nfTH2W8g9GDx40nhQwN4DkNClrZ64zW8gycZr1F5ly7W8hSqCj5LZXH3W8K7VRm4lQqjw2vP1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7Cg-qyN7qv8mhHCq1DF6GBzXbnvXLW31KHp02cSV0-N99SPVnrjsnGV9RRJL3bVLWdW4MPsYK8ZJW67W5Ms4BV8fSftRW4Z1gBx7fYvTsW95VVZ82NB9ZsF3g8B2t3XyPN5QSh-RQCbhnW2tDSX15mVrW8W21pXwq4ZnXK4W3YG4j56-jVsyN8vPpGg8c-q1W5qwV-V2gVJxdW4SXyQZ2bfVf4W7dy4VF9b-p3NW7YFjmC8jlwQzW64YNp24sNPwtVLlHMB7PvCQlW52x9Np1y2F5235C61
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earlier. It had been at an 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): Ten of the 11 S&P 500 sectors traded above 
their 50-dmas last week, unchanged from a week earlier. The sole laggard, Energy, was 
below for a ninth straight week. That compares to all 11 sectors above at the beginning of 
May and just four above at the end of January. Ten sectors have a rising 50-dma, also 
unchanged from a week earlier. Energy is the only sector remaining in the falling 50-dma 
doghouse. Looking at the more stable longer-term 200-dmas, all 11 sectors are above 
again. Several weeks earlier, Energy had ended a 23-week period when all 11 sectors had 
been above. However, all 11 sectors have had rising 200-dmas for 25 straight weeks. 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 
  
Employment (link): August’s employment gain was a big miss, coming in below the lowest 
estimate, as leisure & hospitality payrolls—which has been the biggest job engine 
recently—were flat. Payroll employment rose only 235,000, the lowest since the 233,000 
posted at the start of the year; it had averaged monthly gains of 1.0 million the prior two 
months. Revisions, however, did boost July (to 1.053 million from 943,000) and June 
(962,000 from 938,000) payrolls by a total of 134,000. Total payroll employment has 
recovered 1.7 million jobs since bottoming last April, though is still 5.3 million below its pre-
pandemic level. Private payrolls expanded 243,000, with revisions in July (to 798,000 from 
703,000) and June (808,000 from 769,000) also adding a net 134,000. Service-providing 
jobs added only 203,000 to payrolls last month, a seven-month low, after adding 1.5 million 
during the two months through July, with leisure & hospitality contributing 812,000 over that 
period. These payrolls were at a standstill in August—likely impacted by the Delta variant. 
Goods-producing jobs climbed 40,000 last month, with manufacturing contributing 37,000; 
construction companies cut payrolls by 3,000. Industries posting the biggest gains last 
month were professional & business services (+74,000), transportation & warehousing 
(+53,000), private education (+40,000), and manufacturing (+37,000), while retail 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgCy2W3j5rtz74brNHW6wF5P-1XVqkhW1nzLgT6gK9pWW8xfWh33FcBFQVYwDWF5zgGkRW7J4Ltl7yNfx_W6Rhgq95GFYfyW2xMzPf1QlD6YW3DGzBG4X_3fmMpd72zQ2Jf2W73xf9n3ytC6KW5HmZmd8MHr3sW3CHmjp1dCk37W5YPtF48L1nk7W74clXj5HHQvxW97j2303NB71MW7DJLZw16Xt18W6yW9zy7FxKTWW61gzFY5BRhD0W8zKgB58HPc3NW8wQ6bw4kbYKXN6zlchy4Ypg63gHp1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgL6PN7v930W2QLJgV2TvJy3LtfHrW8zRmM8561smzW2j4yKy6v-cYxM5JSbFLvm9ZVWGRNX6XprQVW7NQH0z5x3b1MW5s60G63z9XQlW4MPQNK5htxp4W1ypJGY8Dm8FyN89LZVckCnnwW9lb6PS2QR-JHW8V7w1y8QlZvPW2-Wjkq9dCKnzN6DZXG8KcLXzV1KX4N1w1c22W6N8Xw76HWJ_HW5_Sn_L4ZyzsXW4dvscD2m4rx5W883QS82nlpfsW2NbjZp4v1H1KVrmG3R6mW7hX3cml1
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employment (-29,000) posted the biggest decline since April 2020. Here’s a tally of industry 
performances from strongest to weakest since bottoming last April, and where they stand 
relative to last February’s pre-pandemic levels: leisure & hospitality (+6.5 million & -1.7 
million), retail trade (+2.1 million & -284,900), professional & business services (+1.9 million 
& -468,000)—led by temporary-help services (+735,800 & -262,200), health care (+1.1 
million & -513,400), manufacturing (+1.0 million & -378,000), construction (+881,000 & -
232,000), transportation & warehousing (+596,500 & +21,900), social assistance (+468,400 
& -233,000), education (+366,600 & -158,600), financial activities (+250,000 & -29,000), 
wholesale trade (+236,100 & -173,100), information services (+131,000 & -150,000), and 
mining & logging (+22,000 & -46,000). Here’s the same exercise for both local (+238,100 & 
-219,600) and state (+35,900 & -186,100) government education jobs. 

Earned Income Proxy (link): Our Earned Income Proxy (EIP), which tracks consumer 
incomes and spending closely, recorded its 15th increase in the past 16 months, up 0.8% in 
August and 19.8% over the period, to yet another new record high. The EIP has averaged 
monthly gains of 1.0% the past six months. The average hourly earnings component of the 
EIP climbed 0.6% during August though only 2.2% during the 16 months through August—
as large employment fluctuations since February 2020 had complicated the analysis of 
recent trends in average hourly earnings. Things appear to be getting back on track, as 
average hourly earnings rose 4.3% y/y in August, up from 0.3% in April. Meanwhile, 
aggregate weekly hours, the EIP’s other component, advanced for the 14th time in 16 
months, by 0.2% m/m and 17.6% over the period. 

Unemployment (link): August’s unemployment rate sank to a 17-month low of 5.2%, as the 
number of unemployed fell by 318,000 to 8.4 million. Still, these are above their pre-
pandemic readings of 3.5% and 5.7 million, respectively. The participation rate was 
unchanged at 61.7% last month. By race, unemployment rates for Asians (to 4.6% from 
5.3%), Whites (4.5 from 4.8), and Hispanics (6.4 from 6.6) all fell to their lowest rates since 
March 2020, while the unemployment rate for African Americans (8.8 from 8.2) rose after 
falling to a 16-month low in July. By education, the rates for those with less than a high 
school degree (7.8 from 9.5), a high school degree (6.0 from 6.3), or a bachelor’s degree or 
higher (2.8 from 3.1) all dropped to their lowest percentages since last March, while the rate 
for those with some college (5.1 from 5.0) ticked up last month after falling to a 16-month 
low in July.  

Manufacturing Orders & Shipments (link): Factory orders in July advanced for the 14th 
time since bottoming last April, climbing to its highest level since July 2014. Billings 
advanced 0.4% in July and 40.4% during the 15 months through July. Factory shipments 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgWzLW5VgFfH4NTHNyW4LnrR73PrDsHW8rWNkS7bkmbjW8SBlNf8n5xvXN8662GfzyJ_VW93C5_x6qzqHcW49Ky5Y106HNrW1M424n1N8JGYW8v6bWq7Hlj8lW8vtDWT10bZrhW64RjZq82KgyfW54DR0d94fkSbW42vMC63wFTlbW6KZfKs1P3k3cW5lqtjZ1GWwG5W2bnH6P6Mhh--W5j4NWS1gt31HW7lZCC_79nYrWW670DrJ44c1fkW2JT4FD14MsmFW3wMsSR8DwCTQN32RBldjLpWl2Lz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgSfHW2YQ-6b6nGFZNW3Lqtzd9cRpXgW816Ky66-9pHtN1-N4mLnfBVPW6m4rZW14KkxbW440JsM5dHMn2W7j-2mm8FH4kWN9b1-Cklb_djW3lSwNh6pfT7mW3G1RLl5K_rSbW89hDch3C94MKW5HqYYm2WmqbfW7KF3Kp92Gmn_W68qqmX9dHZ9JW8K69xx56jv5VW18m4yN2hP195W5JqFDX417dshW5C8b438MX4wrW7LMmhz57K7cdVKZLc11S14bdW6Mkkdm2KxxynN81M5XyhBDPW36gX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgCFXW3LQnqM5xtdJgW9kfX3l3DZSNfW8Vxq7z7c9wNrW8-C6V198LqP1W54SwPP7BYD-dW2kV_yc38JfTYW2Mg5Dc8gm6MrVJs5qW26fmyqW8QZ-b33r34Q9W3XMrCp5CQPNyW4FC4bc3Rx-5lW7wHxmy4YmxkFW1TXbDB2SDwklW2mBvz35gLly6W7RplHr35Fc-FW81S3Lz1RgVgxV_6DSV2gShrNN7ZFg4qHGTMGW6BQXH42VjMf-N2lRp3wJkhV5W2hC1G224rxVrW3WpZyk1vbwvs387q1
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followed the same script, rising 1.6% and 33.6% over the comparable periods to a new 
record high. Both motor vehicle orders and shipments are rising again, after contracting the 
first four months of the year by 13.8% and 14.3%, respectively. Excluding transportation, 
orders rose for the 14th month since bottoming last April, up 0.8%m/m and 28.9% over the 
period. Core capital goods orders and shipments continued to set new record highs in July. 
Nondefense capital goods orders ex aircraft (a proxy for future business investment) has 
increased every month but one since bottoming last April, rising 27.9% over the period. 
Core capital goods shipments (used in calculating GDP) kept climbing, advancing 0.9% in 
July and 25.3% since bottoming last April. Both machinery orders and shipments hit new 
record highs in July, driven by sharp gains in industrial machinery to new record highs.  

Auto Sales (link): Motor vehicle sales remained in reverse in August as chip shortages 
continued to send auto sales south. Total sales sank to a 15-month low of 13.1mu (saar) 
last month, 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 20.7mu. 
Domestic light truck sales slid for the fourth month to 7.6mu (saar) from 11.0mu in April—
which was the highest since July 2005; these sales had plunged to 5.3mu last April. 
Meanwhile, domestic cars sales remain in a rut, falling for the fourth month from 2.8mu in 
April to at 2.0mu (saar) last month. That’s above last April’s record low of 1.5mu though still 
considerably below the 3.3mu at the beginning of 2020. Sales of imports likewise fell in 
August for the fourth month, to 3.5mu (saar). Prior to their four-months of decline, however, 
import sales had soared from 1.9mu in April 2020 to 4.7mu (saar) in April 2021—the best 
sales pace since the mid-1980s—led by a record 3.3mu in light truck sales! But light truck 
sales since have dropped, to 2.4mu by August.   

 

Global Economic Indicators 
  
Global Composite PMIs (link): Global demand eased again in August, as the global 
expansion slowed to a seven-month low, with growth decelerating across both the 
manufacturing and service sectors. According to the report, companies noted that “supply-
chain disruptions (especially at manufacturers), Covid-19 issues, and signs of labor and skill 
shortages all impacted growth during the latest survey month.” The C-PMI fell for the third 
month, from 58.5 in May to 52.6 by August. The manufacturing sector (to 54.1 from 55.4) 
outperformed the service sector (52.9 from 56.3) for the first time since March, as the latter 
fell to a seven-month low. Regionally, China’s C-PMI dropped into contractionary territory 
for the first time since April 2020, and Russia’s did so for the first time since the end of last 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgT5tW59WlKZ4cyWP3W91m5vQ6M8482W1mpc3D6PjMnKV8T8CD11TcswW7cFKzS8nL8znW20XKXl8FKsYfW2NCdB21XzfC9W7JRP6s4qtNTRW1kVGbZ5JKvdcW7QWPH56P2_F0VcgvGk5vgTP0W5ZBKqJ2LnhDqN70PG0xr35SbW4HrSd97kfV6zW8M8thz3FGSZsVCL7kY6Kmv12N74H_PkZxZjKVr06MN464Q3RW18rtNW2-SSsPW57XHNC5XLwcjVKYsgZ6dCdGNN5m1PK8NYk1R3qsR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgH31W236Zp98hscblW6d4-Wt662n7wW2JpJnK8bnG0mW6SDwVG7xCbYyW7kJZx39lWyLJN5FZ6FWX1xFRW39bBLJ7-j3VjW6gVz988JwW0PN4x5QMpfCTs4N6_XDdXlV7S3W3Ks2-P4t7lxVW8y7Vrf6hgr1wW6YyJS52BhBx7W230bQh19LbT0N4yfCrsWBjs5W1zMgqm28ckhLW8gMXtV3mxJyWVS0fFt8xgZlDW8dHZTX57FTCNW2rRwS_99th5lW25stkw4--ZYLW10wVL42cY3S23hQt1
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year. Meanwhile, Australia’s and Japan’s C-PMIs fell further into contractionary territory. In 
the meantime, growth in the US and Europe weakened, with Italy being one of only two 
countries showing an acceleration in activity; Kazakhstan was the other. As for inflationary 
pressures, average input costs and output charges both continued to rise at substantial 
rates in August; that being said, however, both rates of rise eased for the fourth month. 

US Non-Manufacturing PMIs (link): The US service sector continued to expand at a robust 
pace in August, according to ISM, with its measure holding near July’s record pace. The 
IHS Markit measure, on the other hand, posted its slowest pace this year. ISM’s NM-PMI 
slipped to 61.7 in August after climbing from 60.1 in June to a record high 64.1 in July. Both 
the new orders (to 63.2 from 63.7) and production (60.1 from 67.0) measures remained at 
elevated readings, while employment (53.7 from 53.8) expanded at a steady pace, after 
contracting in June. The supplier deliveries (to 69.6 from 72.0) measure remained around 
recent highs, reflecting the difficulties suppliers continue to experience due to the Covid-19 
impact. In the meantime, price pressures remained intense, though the price index eased to 
75.0 in August after accelerating to 83.0 in July—which wasn’t far from its all-time high of 
85.0 during July 2008. Switching to the IHS Markit NM-PMI measure, it fell for the third 
month, from 70.4 in May to an eight-month low of 55.1 by August. Firms continued to face 
headwinds from severe constraints on capacity, as backlogs of work increased markedly, 
according to the report—along with facing challenges of retaining employees and finding 
suitable candidates for current vacancies. Meanwhile, the report notes that firms’ input costs 
and selling prices accelerated again in August—continuing the “steepest period of price 
growth yet recorded by the survey by a wide margin.” 

Eurozone Retail Sales (link): Eurozone retail sales contracted 2.3% in July after expanding 
four of the prior five months by 10.7% to a new record high. July’s reading is 2.6% above 
pre-pandemic levels. The three main components all fell in July, led by non-food products 
excluding auto fuels (-3.5%), followed by auto fuels (-1.6), and food, drinks & tobacco (-0.7). 
For the latter, it was the fourth consecutive decline, for a total loss of 4.1%, while July 
declines in auto fuels and non-food product ex auto fuels followed two-month gains of 
11.9% and 11.0%, respectively—to a record high for non-food products ex auto fuels. July 
data are available for the top four Eurozone economies and show sales in Germany sank 
5.1% after increasing four of the prior five months by 15.7% over the period, while sales in 
France slipped 0.7% following a two-month gain of 8.7%. Sales in Spain were virtually flat 
for the third successive month. Compared to a year ago, sales in France were up 7.8%, 
while sales for Germany (-0.3) and Spain (-0.1) were basically flat. 

Germany Manufacturing Orders (link): German factory orders set a new record high again 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgGFxW9b2tfk5cm2yZW1rW0CD15C_SrW8c04d_520lNzW8qFwKw8zkDhqW5Tr4xV5R_gpkW2xzqdV3cD14yF2jghm686tBW6sLWGp4gx7f_N1nK_FBSvBmLVzjrV58JPYmqW4L-pGm6rBT0KW7N-x718Dsy9bW1ZV4yW6M6XTfW8L_2pJ2WNjZYMhyTl_3ffckW4cwJkf3n4S_7N6DHt2KHTD0yF1r1XRyJqnbW3qq6634xnt6gW1sp30D7rmqgVW4LxNs279SWPFW5RlV_Z5yRBZb3lMm1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgLGqW8nJ4zX8FpNK5W4-r3YG38Rk0vW95h5D01dhTn-W737mL74M6X3RW6-C_xH310_7HN4vf8BBCG1b-W3F7_FX8jKdyPW2bF-KQ4801mLW3fKK151kNHGjVKcQlm3tRVDkW50GYr54XvqtjVfsNDC7Sf42MN4RJ_WhwhnTqVbJbvl4f5mvGW9cS4Dg7LLdyVW4S63Zb4WdP2KW5WdXWf2m8-n3W6LQpzp76Sr57VyvrLk8DF7SvW1MdRQR6FNQF0W7zrdkd3XwcDNW1qJVGR8R8pQw37wd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MWwbWch6DZDW5mpbFy8bBf6YW7swsJQ4x7ksBN4Yn9Nm3q8_QV1-WJV7CgFf3W1V6C0M3CqQmKVDC2Jc3lfXrWW1VnKkr5JlbYrW8kFLT43LK0PrW37Tk9b2Tmp3FN1GFB74CYrd_V8C7ry2tZsYxW5t1fkJ4l9cMmVLDq6c5bGFBnW4Hz3M08zGntDW5prcjD3srfp4W2YKc4z6v-3vYW3NLPQ33qPWS6W74LcH94C1mVFW8NBhsW4cTBMtW13FCrY8YhNCJW1nFTPR1Rd3dgW2NJ5qg2hljDqW96DGBp6hSmYsN457l6h83S-4W1LcL083Qn6gnW6J_fdl1f0gQC3njS1
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in July as orders from outside the Eurozone soared. Billings jumped 3.4% in July, its 13th 
monthly gain since bottoming in April 2020. Driving orders this month was a whopping 
15.7% jump in orders from outside the Eurozone, while billings from inside the Eurozone 
and domestic orders fell 4.1% and 2.5%, respectively. Domestic orders had soared 17.6% 
during the five months through June to a new record high—driven by a 30.1% in surge in 
capital goods orders. Here’s a look at movements in July for domestic orders and orders 
from inside and outside the Eurozone for the main industry groupings: capital goods (-3.0%, 
-9.2%, 21.4%), intermediate goods (-4.1, 3.0, 3.3), consumer durable goods (-2.3, -12.4, 
26.3), consumer nondurable goods (18.4, 6.5, 3.3). Overall, capital and consumer goods 
orders reached new record highs in July, while intermediate goods orders held near April’s 
record high.  
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