
 

 
 

 
MORNING BRIEFING 
September 13, 2021 
 
Not So Transitory After All? 
 
 
 
 
 
 
 
 
 
 
YRI Podcast. In our latest video podcast, Dr. Ed discusses the main points of today’s 
Morning Briefing. 
  
Strategy I: Raising Our Earnings Forecasts. Industry analysts continue to raise their 
earnings estimates for 2021, 2022, and 2023. Joe and I are doing the same. The difference 
is that their consensus estimates change on a weekly basis, while ours do quarterly, as Joe 
and I usually adjust them after earnings-reporting seasons. We are raising our S&P 500 
earnings-per-share estimates for this year, next year, and the following year by $5 each and 
sticking with our estimates for S&P 500 revenues. 
  
Here are our latest estimates for S&P 500 revenues, earnings, and profit margins: 
  
(1) Revenues: 2021 ($1,600), 2022 (1,650), and 2023 (1,700) (Fig. 1). 
  
(2) Earnings: 2021 ($210), 2022 (220), and 2023 (235) (Fig. 2). 
  
(3) Margins: 2021 (13.1%), 2022 (13.3), and 2023 (13.8) (Fig. 3). 
  
Now all we have left to do before we take the rest of the day off is to forecast forward 
earnings and the forward P/E to calculate our S&P 500 targets: 
  
(4) Forward Earnings: 2021 ($220), 2022 (235), and 2023 (250) (Fig. 4). 
  
(5) Forward P/E: 2021 (22.0), 2022 (22.0), and 2023 (22.0) (Fig. 5). 
  

 

Check out the accompanying chart collection. 
  
(1) Raising S&P 500 EPS by $5 per year through 2023. (2) Five quarterly earnings hooks in a row. (3) 
Forward earnings at another record high. (4) A long worry list is traditional this time of year. (5) No 
sign of a peak in August’s PPI. (6) Three broad measures of consumer prices aren’t pretty. (7) Almost 
$1.5 trillion in reverse repos at the Fed. (8) Bonds are awash in liquidity. (9) Fund flows contradict 
TINA. (10) Drilling down into the PPI rabbit hole. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B135nKv5V3Zsc37CgNs0W5nL9dR7YkbZrW2lvGq43VhffsVBlSvx7ZhbylW2Kf3gF2b0N-YW1FZ_dv6TJPSfW33ycCc6brts2W4WzvtF71DZxJW5gpcsk1bHxQ0W4RlPx04ZDQP3W5ZvthM6vJMRNN2jBmGk2DRYCW8_3W4q2DTBRlW5P34c71jHqzLW6ZXD5m3K0TCbW4DbnX38frY5VW9gNBM25VZfkpW3dldk54FQfpHW7cyvts28lyBnW1V4Zkx1VqQjCW8slnTY74kCkGW7DQDsG72BxhqW24nngL613_frW6MxptW796MjZW3yZKMf1PbgpKVr0Shr5SzxJqW45PnSM7yJhl_N3dwGdMlLbLDW8NydXP6K0QZ7W98xpZ829kXgGW4WZ8L_6Xh0LVVLwX0Q91y841W7d54Nh88wNrg364q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgM1fW351hHq7Dr1-rW5fKyQ61xdPLvW54HBbK8kTm3hV_CsJ35tCtG4W247wXR5RV45kW3rKD0f1B0KbKN53NG3Mb7r9FW1SRzZp8j_2tfW1nxfVQ7VyVHhW7YnfBH3V2JH7N6Nwp27S1FgbW9hK-yc1n85mhW1sp86f7hDZ3_W8PmHxd6x3pCTW7fBj5f4zrcSzW6DZ5fM6h2mVjW74Qmg23pBX02W2mtw9C1_6R7hW4cRTMy5Cy99MN2Bq6LW9-BnZW2HNmQz1T0TWHW7PywY-1QTHHq3d5p1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgKMnW6mkp9J3kgmkWW7jjbp93BRfMTW8tvJkq3WtPg3W1PtPXQ1h7ZWpVMNMt_10bSGdW47J6zD4g7R1-W3yXMrW2gRgj9W35vlcD3m9c8YW6sXXWN2xlYDVW46yN6d4s6-gDVLHs6z1Jf023W4Ym0N14RRY-RW3WPGvn1Qq088W3Z23qK13hQNRW4ZnCRF2M575RN4Nl5sdrygx_W62_wsM1rF8x7N45VRWT_ldpvW5kp3p43ZrylFW4y5ZwP62TXPtW7txmTp2R1TSlW7pW9qZ8CyxDd3lCL1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgKgzW2bF7sz8xmxp8W8JCsLV61dqFDN4NDLHthmnKpW4rfDy-6_hcV0VLytvZ6nkT0cW54vkTK3YKnn7W2_Twvp33_rP6W8qzRTb6SzWNrN3VrhYWgkW-MW4DTmmD1-gF_ZW6YRrkB42Sl5qW51V2DW42W1smN3yXqg_6CkjwW2h12dw34VN8vW54Pn_Q1yzWkqW1f9XKn2VzZ3LVJ3rzM883qsrW571Bbt50MqQ4W1qtfz97jJ2RcW4vVFNK7xYBBGW88fD2W608nHhVGYgYT7TqqgY3j5K1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgMMfW9bdNcn77NVqqW8tdQzS5RRsssW42KLWN5jT3DXW97BtfV14wb9zW2BhMyT2PtRJbW8RK3rz523xN5W3r3hHf5qn-YqW3JGm418sdLMsW34s8rZ3YsvZ6W6hQPlv1sRdFnW2P35Yv9bVY8RN7RwH-XJjQpcN3csWCZfy8mJW6-BXH07n0sGxV8hMhr7QtMn9W4BZ_JK5SlcZPW73nX1K2QKlHtW8BMK985gfbRwW3GZL9C5SkYw4W4YNqkz4NfkZcW6vTZYt2zhDSxW8bXRty4j8GLs32JC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgLPxW3B5B5b1bddZlW88RGjq5KqP13N8hRnt44j3g4W1srk1b6NHWdHW5T1Dcn99GrxbN8pqQ7lwTjpFN3mPnCmV23lnN831r1YZxz-TN7FP2rgQdJknMJmNBprs2npW6L0TSP5QZHQGW7X5d5n4TBP_TW7s10Jx5czcjYW7R-_yL6K_FxQW1G9SZ573h8p1Vh617g935TMdN643yCVVDx9xW52tNGy3GHNVQW37HC3j63cnCNW654LC87rdsq4W6j-XHz3Xv05TW3lL6j97_b1ZB3jQr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VX5DMh16LnrZN6dCLptbL6lqW4FBnYy4xnbsbN7swVw73q8_QV1-WJV7CgKN6N1SL8kX4VDXDW61j0xR7dMG8fW5lPWBC377W9jW6PG_Sb4Rrd7KW73Ng5B6MmzSDW9lzcH18bWJqZW7QPfbH6ZNV_QW88sPqQ7yYDnTW1DT9Yk4qLTmjW1qRzzR56XlN0W3_7clZ5xzNMRW7hsYbl1mQMnZW6FBM4f6X4k-8W6X_1zX3-D0NRW81BT877R8YPyW7YrnSD16Y9RNW5qpBkw40k1sCW5JWgHl4lBfLWW1SzlLG2N-h5sVxXctG2pqxRHW2QdcrP4MDQ14M1tTMq2kmkQ31c71


 

2 
 

(6) S&P 500 Target: 2021 (4800), 2022 (5200), and 2023 (5500) (Fig. 6). 
  
The Q2 earnings season was the fifth in a row in which results were much better than 
consensus forecasts (Fig. 7). As a result, industry analysts have been raising their 
estimates for the remaining two quarters of this year and all four of next year (Fig. 8). As of 
the week of September 2, they were projecting earnings to be $201.04 this year and 
$220.35 next year (Fig. 9). 
  
Forward earnings, the time-weighted average of the consensus estimates for this year and 
next year, rose to a record high of $214.04 per share during the September 2 week. (See 
YRI S&P 500 Earnings Forecast. For a thorough primer on forward earnings, see S&P 500 
Earnings, Valuation & the Pandemic.) 
  
Strategy II: Inflation vs Bond Yields. At the end of last week, the S&P 500 was down just 
1.7% from its record high of 4536.95 on September 2. That’s impressive considering the 
long list of current worries: Inflation has yet to show signs of peaking. The Fed is expected 
to start tapering before the end of this year. The ECB has already started to taper. The 
Democrats are pushing trillion-dollar spending programs along with trillion-dollar tax 
proposals through Congress. The debt ceiling has to be raised so that the Treasury can pay 
the bills. Parts shortages are forcing companies to scale back their production. There are 
geopolitical risks. September and October tend to be bad months for stocks. And oh yeah, 
the pandemic is still out there. 
  
Inflation should be a major concern, yet the bond yield remains subdued around 1.30%. 
Friday’s PPI should have unsettled the bond market, but it didn’t do so. Also subdued has 
been the forward P/E of the S&P 500. It has remained elevated around 22.0 since the 
second half of 2020. Equity and bond markets remain unperturbed by the latest signs that 
inflation is still heating up rather than cooling off. Consider the following: 
  
(1) PPI might be a warm-up act for CPI. The PPI bottomed last year at -1.5% y/y during 
April (Fig. 10). So the base effect on inflation should be diminishing in the August data. Yet 
there was no sign of a peak in this series during August, when it rose to 8.3%, with the 
goods component up 12.6% and the services component up 6.4%. 
  
The CPI and PCED inflation rates track the PPI for personal consumption closely (Fig. 11). 
The bad news is that the latter was up 7.4% during August, suggesting that July’s 5.4% and 
4.2% increases in the CPI and PCED rose even more last month. 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgM21W3h6djY7z7-6tVKMk8k8zWdGmW7c9n2M1sFCRhW6qDr149g2MnQVts1Q055zlj3W6S1HMX8lD-xZW18T8Bz80F-h9W4g5WNV70stCGW60nfBZ5NMkjzW7HkHzc7cWWkMW3ws0qm2jsxF5W6NLkxp2LJ0p8W2kxGSj7ckYt1W85VR2X4qFxYsN922Y_n5YcljW1Qkzdz5KrC09W6RtjJT1825tNVF_CWf98YTK3W7hll-G6Wv1j3W7qpGNg5cHhdbW4P9xcL52wwqvW7jR5DL50MJ_23jXm1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgLSZW47jwdV8djb62W3vlgrd4dp8V5VBnC5T4Mc1cGN28gck_1PClXW8YqB9w7QvlVjW5Nw4p21m28J4W4L0bD53-1yzBW4LnPJ350HYycW2R-Y9b3lPGmcW8D2Kf62vCVcSW5y9frZ9gLFJ5VhC4z_7PkkPRW4hRsPb535N8cVf9fQR3T-5GSW50zD0p6w2wXyW7ncTD062vpz6N2x-3Slz22RSW3MLTlG5Gy80_W2D7k8r94K7vwW1v3WS27YgS5dW1qr0Q350GD0dN5NFFVJdv7Kw341D1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgSX4W7RGWzf45PN1vW2ckQ495td-p6W8C9KC_5GSZYgW3TM0jV7WWRzPW685zs464hnZmW1fHwbH93DjrlW1vfrb92RJM6qW3r5ZZT68d_LqW6vbL1K6PLLt5W93-hQr98M3ByV3Yyqx7lp5skW5wwh465RLttjW11sTHh4w0dRBW7HcNhZ1KZ73rW1s5wPd5z5rk7W38fSFF4scBW_W69DlXH94pw55W3KpDCG4Nj3zDW43xM9B2Gb-nhW6GG4tY4Bw34nW8zPLFL7BSwLzW8Z3QR15HW9-t2gN1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgF8jW6znyrg5JQLtcW27zXTK6pVbqgW7dGgZb5LnC15W4RLRD61gfWSKVT_DpW3qPDPKW3f-_xc1NBL5xVfyk2H2B170FW1Lrr3b34yRGBW366b2n3-ZSmvN7K_g0T8msJBW77jrtH1gs7X8W1x8sL088L9cbW2qWq1_9lBzHqW2164lK4KblwjW7j2fV52lHS6sW5p6NNd5gKBqRW4cMQ793WL6wrW5_jsrF5TTrwbN2Mx7C_Z33yGW8srxfG8sMgMyW5Nq-Zy3LPs4cW7-v77-8xLDwy38kS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B2f3q905V1-WJV7Cg-lHW8V72sX7jSLdgW28kZZr8-bKd9W6XK8JS2FF5pPN30DmbKVXdLvW8J6tck7jCmnGW1sRHRT3PyHkGW2Fs1z68_nt2_N3PYftzvbvs3VW5CBg7xBK45W2bQNx54V-vkzW1VKdrh6J-yKZW6pBHWb4RknBVN3r7ChPfY9NVW2bLX9w8Fyd_JW6gQK9-8t9qBsW703-w04BPYR3W2jgB0F39_7wqW7TFNlD73f9b0W35h5jp3jQH2wW7QdcM93FX5HHW2CnjSq6vYsQzW6t4C1J8X5t05W38bs7r62bwMdVnMzCZ2R9s1R3hqj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgXjXW6SWf568lT72sN8Lgbvk75KTbW4Wb5625QPF4fN8CL34XkGLV9W2C_Pvs4DtX_dW4TDJZC3hMbQWW6wcl6B2bhSTKW8F7ktY3hP8s9W35g0ws19hP3cW2hSsSL41pHTSW7-vdV03Xs72WW2RtDbb7tMG7BN718lBKX1V1BW8CqsDv1k_lQnW3S4jnv2NgbcqW1tbZj88-fh25W19Gtr05N-J9ZW4gZD-t6gdHqfW7M3VYv6LH4GZW6PVNvQ8nvHSNW3drWjn7-2XCyW1c0hJR1DcpPT32SC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgXjXW6SWf568lT72sN8Lgbvk75KTbW4Wb5625QPF4fN8CL34XkGLV9W2C_Pvs4DtX_dW4TDJZC3hMbQWW6wcl6B2bhSTKW8F7ktY3hP8s9W35g0ws19hP3cW2hSsSL41pHTSW7-vdV03Xs72WW2RtDbb7tMG7BN718lBKX1V1BW8CqsDv1k_lQnW3S4jnv2NgbcqW1tbZj88-fh25W19Gtr05N-J9ZW4gZD-t6gdHqfW7M3VYv6LH4GZW6PVNvQ8nvHSNW3drWjn7-2XCyW1c0hJR1DcpPT32SC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgRswW6ww6GF61lBf1Vnz1sz191CN-W1B7K6_4FDcn7W6ThSHq1yK5XHW8TNmSm5lZJkjW6sjvFX1CrNP_VGgqcm7ZZbsrW3mdz_v5Lt6ZCVSs5br81mZ84W8QpD_Q8slc4QW7yTTmD4GNDF7N8mQTt0XNPh5W1dDHGj134S8KW41s1L2461w47W84Lv5z5q7N3QW8K3C9J22sbw0W9gd4Yj6r4hD2W2r5_2_76W6fzW4h_7Yj7bmfGQW78b_y079d5ZKW4-CgT47YzhR_W9bNcmn6qP0PW38wB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgzVSW2MDG7P7kn8vnT2zDf1qCrCwW91_-tQ4q85RBW6mXSbL29HNPPW6P4tvs23pBwTW2F2TjC2ggcvFW9h1pg45pzgTdW67YQnY1y6-D5W8W3gnG8TsG3jW7HNNXC2x596jW8Nykb04BzqqmW3B9Z5H2WdK_MW8XRlXq1T_TV5W5pyVwh40wZDwW2hKn-z90kQ-NW8VhzD06VjN2_VkxpLH4Wj-SHW8pPpZL9hNvtbW5zPfbG2dpt42N1h8cZ61bwdfW5tH4Z15Wd9ncW2GR1G74yjM8v34bP1
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The only good news we can find on the inflation front is that the prices-paid indexes of the 
national M-PMI and NM-PMI seem to have peaked during June and July, respectively (Fig. 
12). The average of the two is down from 85.8 during June to 77.4 during August. 
  
(2) The Fed is still replenishing the punch bowl. So why doesn’t the bond market care? 
Where oh where are the Bond Vigilantes? They’ve been drowned by all the liquidity 
provided by the Fed. Tapering, if and when it happens, initially will only slow the pace at 
which the Fed is filling the punchbowl, not stop their pouring. For now, it continues to 
overflow. 
  
We can see that in the widening divergence between commercial bank deposits, which rose 
to a record high at the end of August, and bank loans, which are no higher now than they 
were before the pandemic (Fig. 13). The Fed’s bond purchases have boosted bank 
deposits, while the Fed’s zero-interest-rate policy has allowed companies to borrow at 
record-low yields in the bond market. Banks have put the surplus cash mostly into Treasury 
and agency securities. The banks along with other financial intermediaries have also been 
pouring their cash into reverse repos at the Fed, which totaled a record $1.40 trillion during 
the week of September 1 (Fig. 14). 
  
(3) Fund inflows are a plus. Meanwhile, the 12-month sum of net inflows into equity mutual 
funds and ETFs turned positive during June and July for the first time since early 2019 (Fig. 
15). Over the 12 months through July, equity ETFs had net inflows totaling $594 billion, 
while equity mutual funds had net outflows of $468 billion. 
  
By the way, there is actually a very simple explanation for why the 10-year Treasury bond 
yield peaked at 1.74% on March 31 of this year and fell to a recent low of 1.19% on August 
4, closing at 1.35% on Friday. On a 12-month basis, net inflows into bond mutual funds and 
ETFs soared from $572 billion during January to peak at a record $1.01 trillion during April 
(Fig. 16). It remained substantial at $861 billion through July. Contrary to TINA (“there is no 
alternative” to equities), bonds are still viewed by some investors as an alternative to stocks! 
  
That’s on top of the $1.6 trillion of US Treasury and agency bonds purchased by the Fed 
and the commercial banks from the start of this year through late August (Fig. 17). 
  
(4) Blue Angels and valuation. All this liquidity certainly helps to explain why the forward P/E 
of the S&P 500 has been remarkably stable over the past year at a relatively high level. 
That stability has allowed the S&P 500 to melt up along with forward earnings since last 
summer, as we can see in our Blue Angels framework (Fig. 18). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7Cg-ZyV9XDm41gNc2rW8KwHXf79ptVMW2t7l793KtN1MVJ2vsM74KnXRN6YbRlgqkF-NW3mV2hq5Vrt2YW4RQLGt7Z-LDQW8-tc8D6tfNfDW4yP7_k9f-X7QW6TRBVc5myjN5W1xtMHn6B6VDxW2M7Cm678BfTjW3GgKzH8Q9lCfW4-mlfG61NfdnW9bdDfp7WRrPLW2KKx_n3NTPCMW52VfG07WQmF6N4L4hRk1CH18W1XNNZW7YmmPCW3NxNY562R8L4W3rzB3H4PQQH5W3NGpzG2sJfLq3jJf1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7Cg-ZyV9XDm41gNc2rW8KwHXf79ptVMW2t7l793KtN1MVJ2vsM74KnXRN6YbRlgqkF-NW3mV2hq5Vrt2YW4RQLGt7Z-LDQW8-tc8D6tfNfDW4yP7_k9f-X7QW6TRBVc5myjN5W1xtMHn6B6VDxW2M7Cm678BfTjW3GgKzH8Q9lCfW4-mlfG61NfdnW9bdDfp7WRrPLW2KKx_n3NTPCMW52VfG07WQmF6N4L4hRk1CH18W1XNNZW7YmmPCW3NxNY562R8L4W3rzB3H4PQQH5W3NGpzG2sJfLq3jJf1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgCNpW336fP16BYTk7W1RL_sS83nYwJW3fBg5p6g35LtW5yN2lH4wSTHWW5yGhg47P-9C0W2qBj2V7-qfMyW6QJvc81CybNQW3RsVd68sshVdN1YZSMN4nMn7N4mPtFg4qz2XVh_-Gn1Vv-bkW5t7x4Q7dXgQKW2rcmGZ4QTcdTW8Z8LRB36x5H3N3tsDJKM4qKGN5yRF1m8WRqMTD0W64Y3KD7W20tZd_8t6zmqW2TvVjQ8DvHPRW1St6WG72RjSMW4l93Dc8r4NBQW5F48bZ8yHRZS3gcV1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgGWqW2KfTf73RlxL_W5Cw6j67s2t7_W7ly_Pr7xTqMMW5W3Gls3L6QJtVzp8Mv8Lg5ZVW4yYTy55FmqJXW6PW3z88Fn2CxW6XMFbs14v7LrW2bczYw326BdKW8J3kTb4lDwP1N9cs9Xl558WqW5tvNlf5Xb2D9W3gH5J97vYq0JW1prwSy1lLC3jW1cy2M13-Qd9NW2yqWm78XxRZpW5q0-9V7T9xhzW7f-fv83yrKp3W5V2N6L33c3n1W8lZlbh5MDZgdW3kxDHQ95NvpMV_k_qQ5cMvhW3g-J1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgTT0W6Fy12L1SDNwZW2sYnh-6qLGSSW3ddyFQ35NzHYW2TYsZ057H-ZLN9gKmmccLYMKW61ydP82XsW-pW1qJR3x2PWwyXV3VtY86TshfwN3hxxxLP6BwsW1shR5W3P3njGW3kKJ4M7KW1r3W5Wzng74TNK4nVXxwJj8pSbcjW18XrPt61-xHxW25jPjV7Fs5HNW1SZ8102lqbBlW4Gs_118V3tnlW59kHDf5M2W4wW3sm57n75tYnKW1Y4Rwx29y47RW1h0Rpc3NwPRGW6dzQsT6ZHj_z39861
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgTT0W6Fy12L1SDNwZW2sYnh-6qLGSSW3ddyFQ35NzHYW2TYsZ057H-ZLN9gKmmccLYMKW61ydP82XsW-pW1qJR3x2PWwyXV3VtY86TshfwN3hxxxLP6BwsW1shR5W3P3njGW3kKJ4M7KW1r3W5Wzng74TNK4nVXxwJj8pSbcjW18XrPt61-xHxW25jPjV7Fs5HNW1SZ8102lqbBlW4Gs_118V3tnlW59kHDf5M2W4wW3sm57n75tYnKW1Y4Rwx29y47RW1h0Rpc3NwPRGW6dzQsT6ZHj_z39861
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgJJjW2kxdk75hJ9DDVZpL0n1QxmGGN6r4gndx32WtW7yJKC08MbHflW7XL5Bp3Jr8KzW4ZwB1S3L40PhW1dvHYD5TpV_5W2BFrmP22gPsDVJwXHn5JD7s3W3N_MKR8R7YsnW3GB3G33_2j48W2Tyskl7sP2v8W31NzP91xvsVxW5LtSP14V14VPW21zyxF8rY4jXN2qt05kg3gJ6N3dXSpdkDJJmW7t2XCw2LWQ7jW69DBGC8tMvS8N6gVrBw8_h-1W23N62z6kt9X8W7MghYj5fBdf9314z1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgK3dMc9_ljX3fk7W212gJ24C5sGSW3G9w1q70HBWKW5rxf8-5dffljVG31cW5zG0WKW43prm16Zy-8zW2Dczzq2VvXMRN8P5vRWjG3t_VH_Lc46x16nZW767Vx5979wN3W2cbNbT5Ln4shW3mRgyM1k5xcvW1Bcl-m1pX61nN27rKvJmdwnfW5f8r8B2vZTc7W6QzPc-66gTRfW2RSJRS7CWm9YW2cw5kv81TnyQW8VLylB8v-6Q9W3-qlqF9m3R2dMNRzzDG7Q0CW72LyP_99RclC33T71
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgKltW7ngnN05HhkQ9W634qcf5VQSnFW9lPtds3p76JSW190ZNn3q65PcN4JpFc2bXdBxW5gjlKG5t5CS4V_YnQg2rJzshW5cFY_j7D38MDW2ZQ-q77TG7TdVD-Zhf8FgrM0VY1DLv7njdMtW3_h8Q_2hLCKdW8DkCc48l0p3YW4942WY2CZlRkW4G_yhs2HY2HDW4sYQmk4Yr36-W8-CTxl6mYTVZW4yfqhZ1DlSpFN2QSwbpXx-KXN4X2qQ-glYk_W5xtsx41lz8NsN9d4fD06p8j531GV1
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Inflation I: More of It. Debbie and I are starting to worry that inflation may not be as 
transitory as Fed Chair Jerome Powell has been claiming it will be. As she discusses below, 
the PPI for final demand of both goods and services rose 0.7% m/m and 8.3% y/y during 
August, the most since 12-month data were first calculated in November 2010. The three-
month annualized increase was 10.6% (Fig. 19). Here are some details on the PPI for final 
demand for goods (PPI-FD-G) and services (PPI-FD-S): 
  
(1) Goods. The PPI-FD-G rose 1.0% m/m. Half of the broad-based advance in August can 
be attributed to a 2.9% rise in prices for final demand foods, with about a quarter of the 
August advance attributable to an 8.5% rise in the index for meats. Prices for residential 
natural gas, industrial chemicals, processed young chickens, motor vehicles, and steel mill 
products also moved higher. 
  
(2) Services. The PPI-FD-S moved up 0.7% in August. Two-thirds of the broad-based 
increase in August can be traced to the 1.5% increase in the index for final demand trade 
services, which measures changes in the margins received by wholesalers and retailers. 
Prices for final demand transportation and warehousing services climbed 2.8% m/m and 
15.8% y/y (Fig. 20). Excluding these items, the overall services PPI was up just 0.1% m/m, 
but still up 4.6% y/y. 
  
(3) Bottom line. There really is no sign yet that inflation is transitory. This will put more 
pressure on Fed officials to start tapering soon just in case they have to raise interest rates 
sooner than they expected. 
  
Mark September 22 on your calendar. That’s the day when the FOMC will release its latest 
“Summary of Economic Projections” (SEP). We expect that at least 10 of the participants 
will project a rate increase next year, up from seven in June’s dot plot. We also expect that 
the median inflation forecast will be raised for 2021. It was 3.4% in June’s SEP, up from 
2.4% in March. 
  
Inflation II: More on It. The Bureau of Labor Statistics (BLS) has been compiling the 
Producer Price Index (PPI) since 1947. Prior to January 2014, the PPI was based on stage-
of-processing (SOP) and limited to finished, intermediate, and crude goods. Since then, the 
BLS has expanded coverage beyond that of the SOP system through the addition of 
services, construction, exports, and government purchases. BLS refers to this as the Final 
Demand–Intermediate Demand (FD–ID) system. 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgZ2WW782Xv37j4pCBMDXv1cW4WFDW8Tdl0-7rm14zW8ChFMc2206cLN7hTsFrv7Y_GW5LpZJj75dlpzN8Lb2qG6SwQQW1WgLqy5qgH07W4S1L394zrkgFW4wX8SP8P1vB1W6nfsYg1ldRTxN1Llymgsrny2W3Sz5kN7cTX4zW8xQKR38hCgPkW1lhyQz3KYZ3bVwntHL6H2GJkW1bydxj3ryJLhW5TjJ_x8n3ykVW9flhnp3xpZQfW26dg9t7-lKtjW7yMGX63P7XfMW6hnrKG2LBGVg3fkH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgFk0W8plbBk4kCjRJW6rWfDR5N13xsW51h3zd912_m2W5NkxSW4FvYJ5W64WTFY5KfWyvW6k8M--5Pj_N2N6WSsbFyGxthW5K-l_q7tJT69W83k6wY1KQQbxW75FN7Q8SP_hmW5chTVH5TtWw-N3KzzXrpJN-wW3Rf4P16s-1pwW39DgwR190HlQW4v9Ch08VpPs6W6d21Ny1rDk_5W7b6k8x4bSf72W4VH07D370N_yW2gjRHr8YS2XWW7NL-Cm2T2cbqVBJdTL4c5c-XN17JCG3c9nTs373V1


 

5 
 

As a result of FD–ID, the PPI now includes indexes for personal consumption, which reflect 
the prices of marketable output sold by producers to consumers. The CPI includes prices 
paid by consumers. So the “C-PPI” excludes rent and prices of imports. The C-PPI excludes 
taxes, while the CPI includes sales taxes paid by consumers. 
  
Since July 2009, the PPI has also included commodity indexes for services and 
construction in addition to raw materials. 
  
For more information, see the article titled “Comparing new final demand producer price 
indexes with other Government price indexes” in the BLS’s Monthly Labor Review, dated 
January 2014. 

 

Calendars 
  
US: Mon: Federal Budget Balance, -$173.0b, OPEC Monthly Report. Tues: Headline & 
Core CPI 5.3%/4.2% y/y, NFIB Small Business Optimism. (Bloomberg estimates) 
  
Global: Mon: China New Loans. Tues: UK Employment Change & Unemployment Rate 
75k/4.6%, UK Average Earnings Including & Excluding Bonus 8.2%/6.8% y/y, Spain CPI 
0.4%m/m/3.3%y/y, Japan Industrial Production, Japan Core Machinery Orders 
3.1%m/m/15.7%y/y, China Industrial Production 5.8% y/y, China Retail Sales 7.1% y/y, 
China Fixed Asset Investment 9.1% y/y. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index fall 1.7% in 
its biggest decline since late February and end the week 1.7% below its record high on 
September 6. The US ranked 29th of the 49 global stock markets that we follow in a week 
when just eight of the 49 countries rose in US dollar terms. The AC World ex-US index 
performed better, falling just 0.5% to 1.6% below its September 15 record high as nearly all 
regions fell. EMEA and BRIC were the best-performing regions last week with gains of 
0.2%, ahead of EM Asia (-0.3%) and EAFE (-0.3). EM Latin America was the biggest 
underperformer with a decline of 2.7%, followed by EMU (-1.2) and EM Eastern Europe (-
0.7). Japan was the best-performing country last week, with a gain of 3.5%, followed by the 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1m5nKvpV3Zsc37CgLsNN4tKpNwSJr_2W6G61RS24K-_wW8HCLnd7fMzc9W63CQHy6dWLS7W620v2B7YyNylW9cV1_P2NVgljN918HhCBynJPW4g5z1p5r39ltW8yGqGx5gcl4bW2KGM8p41Tc7yW3VPTVq7QR9WNW3kNlfj5hZ2tZW6kDL7B6gS-rqW5W0cZX83p9fxW6VBqvX1l5xRnW2dYMDC8st72qW5d_V5t7GrrmtW28Nswv7Xb0_qW8D4HHz5kp2CNVG8Kdt5gj-j5W2sXZYn6LfWt_W1X1lmm1DbtcPW4YNTp03gbn6BW97N8LJ55qRSmW2l6cn88bP8fBW6nKC-R8PPZykW1ySY4H80z-HzW1fQCch6yRCStW6RwQ4p3K5xDXW39D3yP1t3mFfW2HtSdy6DdQcFVvGXTB53JClNW94G_ZD2_jqNSW31XclG5kw9RW32R91
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgY16W3s57Yp6VS39hW1xcfY029DmDCW8194Pl3Ts562W8LmByG7kydNfW3Dq_w82nQm--W2D8hf14wGsYgW8jQQ4j4Qn0lDV46-Qn18gYP0W936vWh10zHw6W6_4_vK5_y63bN9l0dlHczjYRW9d3GPt4msD8NW4dK34g2wBK8XW95WsDw2KhnL-W1PX-3-3vNcrSW5fj8rd4rFCr4W41LM9J9gFTmLMZCf105ZJcRW25SnvQ1-5-k0W1g2fN57_JD2JVJGs1V4W6PGZW515G9g7-sqdH38d-1
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Philippines (1.1), Hong Kong (1.1), China (0.9), and Hungary (0.7). Pakistan was the worst 
performer with a decline of 4.9%, followed by Turkey (-4.0), South Africa (-3.9), and 
Portugal (-3.7). EMEA is the top-performing region ytd, with a gain of 22.8%, ahead of EM 
Eastern Europe (21.5), the United States (18.3), EMU (13.4), and EAFE (10.9), and the AC 
World ex-US (8.4). The following regions are lagging the AC World ex-US: BRIC (-3.2), EM 
Latin America (-2.2), and EM Asia (-0.7). The top-performing countries ytd: Argentina (38.6), 
the Netherlands (34.1), the Czech Republic (30.5), Austria (29.8), and Hungary (29.6). The 
biggest laggards of 2021 so far: Peru (-27.9), Pakistan (-21.7), Colombia (-17.0), Turkey (-
15.2), and Sri Lanka (-14.1). 

S&P 1500/500/400/600 Performance (link): LargeCap fell 1.7% last week, less than the 
2.7% and 3.1% declines for MidCap and SmallCap, respectively. LargeCap ended the week 
1.7% below its record high on September 2, while MidCap and SmallCap finished 3.1% and 
6.2% below their respective record highs on September 2 and June 8. All 33 sectors were 
lower for the week, down from 21 sectors rising a week earlier. LargeCap Consumer 
Discretionary was the best performer of the week, albeit with a decline of 0.3% followed by 
SmallCap Energy (-0.7), LargeCap Communication Services (-1.2), LargeCap Consumer 
Staples (-1.3), and LargeCap Financials (-1.3). SmallCap Real Estate was the worst 
performer with a decline of 4.8%, followed by MidCap Real Estate (-4.0), MidCap Consumer 
Staples (-3.9), LargeCap Real Estate (-3.9), and SmallCap Consumer Discretionary (-3.6). 
LargeCap edged back into the lead in the 2021 derby with a gain of 18.7% ytd, ahead of 
SmallCap (18.6), and MidCap (16.5). All 33 sectors are higher ytd, paced by these best 
sector performers: SmallCap Energy (50.9), MidCap Energy (45.4), SmallCap Consumer 
Discretionary (33.3), LargeCap Real Estate (28.4), and LargeCap Communication Services 
(27.7). The biggest laggards so far in 2021: MidCap Consumer Staples (2.2), MidCap 
Communication Services (2.3), LargeCap Consumer Staples (7.0), MidCap Tech (7.0), and 
LargeCap Utilities (8.4).  

S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors fell last week 
and six outperformed or matched the composite index’s 1.7% decline. That compares to a 
0.6% gain for the S&P 500 a week earlier, when seven sectors rose and seven 
outperformed the index. Consumer Discretionary was the best performer, albeit with a 
decline of 0.3%, ahead of Communication Services (-1.2%), Consumer Staples (-1.3), 
Financials (-1.3), Utilities (-1.6), and Materials (-1.7). The worst performers this week: Real 
Estate (-3.9), Health Care (-2.7), Industrials (-2.5), Energy (-1.8), and Tech (-1.8). With 
respect to 2021’s performance, the S&P 500 has risen 18.7% so far, with all 11 sectors 
higher ytd and five beating the broader index. Real Estate is the leading sector with a gain 
of 28.4% ytd, followed by Communication Services (27.7), Financials (27.1), Energy (24.9), 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgR8_W8GQXLr7gCww8N7-9Wfl_6cryW4DVN1m2w70GCVzHQXl3YgK8NW3ytDXl990q8XVBP7h950-kDbW4kZs8Z88bSL9N5x1T4L9mg3hW1tCL1y4S9sM8W4tM00m6CyVvyW2_Y5Rg5XV47LV4dxk222h8d5W2fgP047q7SnxW1Fg89T4XS3WdW4S9PP45xrl4JVgTQSm25YDXGW32cmq755JfBBW8Hzmgx3f0CvmW77LB7J1xj9q5W7Q18QM3mrKrVW2C4k0n1_WLB7W3BH0-P6zNYnK33Lg1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgKdcW1MLxxS4H6FyTVLJ1tw74sRwWW1dwLLf4xtwkTW2pZyDq2rX1tTW8cXFFH6xsVCfN87TgFgKXNQZW4t44Ns4HjzsqW2WtRX61Tq9WlW5QFSDn55YH4vW99Fjnx37zKTQW2bfVLj9hsZF0W39N_CR81t1pRW2fczxq5BRbWPW45tX0l68ZyjzW4d-rpy36mcTTW7nTHYb202yL2W7vp_9N5bbrZhN6c6QNh7NRkjW7Grjty1dfdzWW6wVQMd4Zkb8ZW949pN64BlPrZW6mrbh85_7fnL3m351
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and Tech (19.9). This year’s laggards to date, albeit with gains: Consumer Staples (7.0), 
Utilities (8.4), Consumer Discretionary (12.2), Industrials (14.7), Materials (15.4), and Health 
Care (17.0). 

S&P 500 Technical Indicators (link): The S&P 500 fell 1.7% last week and weakened 
relative to its 50-day (50-dma) and 200-day moving average (200-dma). It was above its 50-
dma for a 12th week after dropping below for a week in mid-June for the first time since 
February. It was above its 200-dma for a 63rd 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 44th 
straight week as the price index dropped to an eight-week low of 0.7% above its rising 50-
dma from 2.9% a week earlier. 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 63rd week last week, but dropped to an eight-week low of 8.8% above its rising 
200-dma from 11.3% a week earlier. It had been at a four-month low of 8.0% in early 
March. 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):  Nine of the 11 S&P 500 sectors traded 
above their 50-dmas last week, down from ten a week earlier as Industrials fell below. The 
other laggard, Energy, was below for a tenth straight week. That compares to all 11 sectors 
above at the beginning of May and just four above at the end of January. Nine sectors have 
a rising 50-dma, also down from ten a week earlier. Industrials joined Energy in the latest 
week as the only sectors in the falling 50-dma doghouse. Looking at the more stable longer-
term 200-dmas, ten sectors are above compared to all 11 a week earlier, as the Energy 
sector fell below yet again. However, all 11 sectors have had rising 200-dmas for 26 straight 
weeks. For perspective, back in April 2020, just one sector (Health Care) was trading above 
its 200-dma. Energy’s 200-dma had finally turned higher in mid-December after mostly 
falling since October 2018. 

       
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgW-SV69rSq2x8q7rW3tyzdc27Yp0mW2wt4bR8t3llsN8FYRhwQYc0yW8PTCQy8n8BbWW45s3st7PZyvfW6s47dl40YwsMW4dsgWK5R8Cp6W6sNWdd7-0cCpW7wg3R057qzJ4W7Yrkg81Y7TVKW39jcjG34HbFYN9lyJ-kxcH2NW34Pj4Z6xdxhNW4Znh-h1KlpmVW2VpZMl42SjGJN5n4v5fGHyJcW26p2yK7WGzWyW1XWq1V4BmN43N2JHzPCT3lH3V2Nksf6xBmGQW4SHB2z7MNnMn3nSN1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgTq2W9jlnbV2KTRK8N4pXXLWSb9gFN8rT9rh73PlvW1xvR-n3zZnHYVCyc2s6gRPcWW63mkDb52bwT6W3DNJ5l3s8c51V8H5Cd5FVCk0W5JYr6F5pdC_YN3nBr_nTRppzV-YZTT3zGxlrW8ySRzG4VXT4nW1cgKcp5tz_MQW7HX_8G83ZB7hW36J60B2MnGxNN93WkDnL_pgqW95L9N67qygJ6W8b7cqY12ggS4Vr2_jm1gkjRCV7KLgZ1W-VJSW3SjFQV3h1CjcN5sjMM1wFl4V3lYX1
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US Economic Indicators 
  
Producer Price Index (link): The Producer Price Index for final demand—total final 
demand as well as both its goods and services components—continued to climb to new 
record highs for yearly inflation rates in August. Final demand prices rose 0.7% after back-
to-back gains of 1.0%, with monthly increases for final demand goods (to 1.0% from 0.6%) 
accelerating during the month and those for final demand services (0.7 from 1.1) 
decelerating a bit, though both posted notable gains. On a three-month-percent-change 
basis, total final demand along with final demand for both goods and services posted 
double-digit gains of 10.6%, 11.2%, and 10.3% (saar), respectively, during August—
pushing the yearly percent changes of all three to new record highs of 8.3%, 12.6%, and 
6.4%. Meanwhile, final demand prices excluding food, energy, and trade services rose 0.3% 
last month, one-third July’s 0.9% rate—though still recorded a record 6.3% y/y rate. In the 
meantime, yearly rates for pipeline prices remain very high, with the yearly rate for 
intermediate goods prices continuing to accelerate last month—up 23.0% y/y, the highest 
since the mid-1970s—while the rate for crude prices rose a sharp 50.1% y/y, though eased 
from April’s 59.4% record high. 

 

Global Economic Indicators 
  
UK GDP (link): The UK recovery stalled in July, with real GDP edging up at a six-month low 
of only 0.1%, despite the removal of most pandemic restrictions, as “pingdemic” shortages 
kept many workers at home. These shortages reflect those workers “pinged” by NHS Test & 
Trace, notifying them that they need to self-isolate after being in close contact with 
someone who has tested positive for Covid-19. The service sector, which accounts for 
roughly 80% of the UK economy, was flat in July, as a 2.5% drop in retail sales offset 
growth in outdoor events—with the service sector 2.1% below its pre-pandemic level. 
Production industries, which include manufacturing, advanced 1.2% in July, boosted by the 
reopening of an oil field production site, which was temporarily closed for planned 
maintenance. Meanwhile, manufacturing activity was flat in July after five months of gains, 
reflecting staff and supply-chain shortages. Construction output contracted for the fourth 
successive month, by 1.6% in July and 3.7% over the period.   

UK Industrial Production (link): Output advanced 1.2% in July, boosted by a 22.0% surge 
in mining & quarrying following a maintenance closure, placing headline production within 
2.0% of its pre-Covid level. Meanwhile, manufacturing production was flat in July, following 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgCjNW6-cl6R2XRddgW3DN0tY6N4NvrW8mtvTj97VfDyW6rH41B1Ntj4ZW4CHv4K5VK-BlW7y_Db_2L30HQN88dmP3y0l6PV7RXN06qc18ZN8T1xKSvx72zV5h8Pd469sXgW2xwcTm5t96cjVljJHT67_4Y8W3zzpFx7_G2-4W6MN0x14KpsBwVzPCWf7Q82JGW1MM4vG5X37LGN7RrQ8Z99vs4W6LkhnB1_Xz4YW7kgrSS3TRmt1W37KrJr6RGqVdW4tvy2Y5MHK-FW1ZpTQt2hVqkQ39s11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgKRMW2R22sG72lh-SW4Fmn2n4SSHLvW3Hr32J6W2yR7N1nJ-wTh4QhxW41hMQD43mtMJW5DjB925kbFxTW1DLd5J8KHN3yW54PLC12pszk1Vrt-s98s42MjW4ckm477Qx8gwW16kjfm7dVjfyW1wwn0v4_wdrgW3QWxMv8FVqSvW2Cnn4D6B4ldrN4S7n2mjCRHrW4WjgNm4sWWZwVm4h_k3FWrcJW2MlV0t5bfKVNW3QrxWC6y2pHxW7Mdk628VbHzTW8x1df331f5z1W1plRDV7N5SbR31ds1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWTq1_3sqDkyW3Wytgv8cKR5hVGwS3m4xnl2NN2v9B1Z3q8_QV1-WJV7CgXBwW17hP5v9k3749W27NNY254x1nkVNLRqB1XT5vwW8YR2m25TPxddN4hr5SGymhqQW8Zzz7k7kMq_zW7WS-ky3P9wqMW6w4gdK4YtKtDW3zxdS47wxz_LW4xHXCd9knq6vN7NCXjwGmvNWW1r4nhr4KD6TzW6n_qk86zWljVW23mlcZ6k5QjQW7cTYwK840k90W8gHFy93wmxDpW3hd1h312tGqwN1PYWJ4YKgBdW6S86D870WnhJW45xbR61WGpjRW87wCjZ8HMXxZW6Xb7px8_DsRR36KY1
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little growth the prior three months; output had jumped 2.6% during the two months through 
March. Looking at the main industrial groups, consumer durable goods production has 
rebounded 5.2% during the two months ending July, to within a tick of its pre-Covid level, 
while intermediate goods production remains in a flat trend above its pre-pandemic reading. 
Consumer nondurable goods output jumped 6.9% in May, a new record high, though fell 
3.3% in June before flattening out in July. 

France Industrial Production (link): Headline production, which excludes construction, 
advanced 0.3% in July, half of June’s 0.6% increase, which followed May’s 0.3% downtick. 
Production has shown little growth on a year-to-date basis, after starting the year with a 
3.5% increase and a 4.6% decrease the first two months of the year. Among the main 
industrial groupings, output is in the black ytd for only consumer nondurable goods (+4.6%) 
and energy (+0.8), while capital (-2.0) and intermediate goods (-1.0) production are in the 
red, with consumer durable goods (-0.2) production basically flat. Looking ahead, IHS 
Markit’s M-PMI (57.5) slowed to a six-month low in August, though remained at a robust 
reading. The report noted that “immense supply-side challenges” are causing a production 
slowdown, though there are also backlogs of work accumulating “at some hefty rates,” 
suggesting there is sufficient work in the wings to keep production at a solid rate.  

Italy Industrial Production (link): Italy’s industrial production increased in July for the sixth 
time this year, up 0.8% m/m and 4.0% ytd, surpassing its pre-Covid level by 1.5%. This year 
to date, only consumer durable goods production (-0.6%) showed a decline, and a slight 
one at that, while consumer nondurable, intermediate, and capital goods production 
expanded 6.7%, 4.2%, and 3.7%, respectively. Intermediate (+6.1%) and consumer durable 
(+3.2%) goods production are both above their pre-Covid levels—the latter despite its 
recent weakness. Meanwhile, capital and consumer nondurable goods production are within 
1.1% and 2.6%, respectively, of their pre-Covid readings. August’s IHS Markit M-PMI 
suggests further improvement up ahead, rising to 60.9—the third-highest reading on record 
(behind only May and June)—as growth in both orders and production has accelerated.   
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