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The Economy
Bottomed

GDP = C+I+G+(X-M)
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US Light Vehicle Sales Reverse Their Slide

A strong recovery from 12 months ago, helped by bad weather ands stimi checks

FRED . — Light Weight Vehicle Sales: Autos and Light Trucks
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Real Retail Sales Collapse and Recover

Household spending had done spectacularly well
FRED . — Advance Real Retail and Food Services Sales
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Retail Sales Growth Recovers

Help came just in time in the form of Stimi checks

US Retail Sales MoM
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Change in Consumer Spending Since 1/1/20
Services really struggle
Personal consumption expenditures
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Cases

New US Coronavirus Cases/Day

US rates wax and wane, and it is now rising again

Daily Trends in Number of COVID-19 Cases in the United States Reported to CDC
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New US Coronavirus Hospitalizations/Day

US rates wax and wane, and now it will start rising again

Prevalent Hospitalizations of Patients with Confirmed COVID-19, United States .ﬁ/g
August 1, 2020 — March 31, 2021
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When is Herd Immunity Achieved?

Late summer is a good bet, but it is more like a light dimmer

Herd Immunity in U.S. by Summer

Assumes 100k confirmed cases per day. 1.6 mil vaccinations per day
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Conference Board Consumer Confidence
It is finally rising!

30-tar-21 Conference Board Consumer Confidence
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US Air Travel Activity

It is 57.4% of normal and steadily rising
TSA Checkpoint Travel Numbers, 7 Day Average
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Public Transit Usage is Rising

Public transit activity is at 62% of normal

Transit, 7 Day Running Average, Selected Cities (100 = January 13, 2020)
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Year-over-year Change in Diners

US Restaurant Footfall is Quickly Recovering

Southern states are doing better. This only includes restaurants that have reopened

Compared to 2019, Seated Diners from Online, Phone or Walk-in Reservations, 7 Day Average
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Real Personal Consumption Expenditure Recovers

It is bouncing back and forth due to stimulus checks

FRED . — RealPersonal Consumption Expenditures
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Average of Fed Surveys

Manufacturing Sentiment Numbers are Strong!

Manufacturing is less important than in decades past, but......

Fed Manufacturing Surveys
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Capacity Utilization Rates are Recovering

Combination of trade wars, weak oil prices, a strong dollar and Coronavirus
FRED . — capacity Utilization: Total Index
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FREn -7 == Manufacturers' New Orders: Nondefense Capital Goods Excluding Aircraft
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US Rig Counts Continue Rising

Rising prices and improving demand are key

26-Waar-21 Baker Hughes US Crude Oil Rotary Rig Count
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US Natural Gas Prices Sink

Due to rising supply and a dismal global economy

2200127 NYMEX Natural Gas (1st Nearby)
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Agriculture Prices Are Volatile but High

Chinese purchases are a huge help

Ag Economy Barometer
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Real Per Capita Disposable Income

A huge jump due to gov’t policies, but it declined and now reverses

FRED .~ — realDisposable Personal Income: Per Capita
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Household Savings Rates Are Spectacular!

Savings rates are now up again due to higher unemployment checks and $600 checks

FRED . — personal savingRate
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Households Balance Sheets Look Pretty Good

Less high interest revolving debt



http://fred.stlouisfed.org/graph/?g=CuUe

Corporate Earnings Forecasts

Good news is more common
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Bankruptcies Have Already Peaked

This looks at larger firms

Relative Calm
Chapter 11 filings pace slowed this month amid abundance of cheap

cash
B Monthly bankruptcy filings
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Corporate Profits Pleasantly Reverse

Corporate profits are at highest nominal level ever

FRED . — corporate Profits After Tax (without VA and CCAd))
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The Stock Market Is Doing Well

Despite numerous stressors
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Household Balance Sheets Recover Quickly

Trillions in net worth recovered; at a new record level
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Income Disparities Continue to Grow
The wealthy are alright

The (Really) Rich Got Richer
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Wealth by Percentile 1980-2019

The upper class has done well. The rest of the population, less well

Average stock holdings by percentile of net worth in the US
— <25th percentile — 25th-50th — 50th-75th — 75th-90th — 90th-100th




Median Family Wealth 1989 - 2019

The upper classes have done well. The rest of the population, less well
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Wealth By Percentile

Share of the top 1% continues to rise. Now at 50%

Shares of Wealth

The top 10% of earners owned 87% of all U.S. Stoclés..uutstanding
in the first quarter of 2020. :

Share of stocks held by each income group
100%

> M Percentile
Top 1%
50
Next 9%
25
Next 40%
0 r——————rrr B Bottom 50%

1990 95 2000 05 10 15 20

Source: Federal Reserve



Election Outcomes

Biden will boost spending and employment

US Leads Stimulus Blowout This Time, Though China Stimulus Larger Than Appears
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The Budget Deficit Explodes

The recent CARES act and other coronavirus spending has vastly increased the deficit

Historical Federal Deficit + Estimated Phase 5
Percent of GDP
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Economics Conditions Improve Dramatically

Ten daily and weekly high-frequency relevant variables

FRED -~ — Weekly Economic Index (Lewis-Mertens-Stock)
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http://fred.stlouisfed.org/graph/?g=CuWk

GDP Really Jumps in 2021

$1.9 trillion really does wonders to growth

We Still Expect Well Above-Consensus Growth in 2021, but Now Expect Less of a
Slowdown in 2022

Percent change, annual rate Percent change, annual rate
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Labor Markets:

They Were Tight but Are
No Longer
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Historical Job Totals
The employment Level



http://fred.stlouisfed.org/graph/?g=CROR

Historical Job Growth

Month-over-month employment change

FRED . — alemployees, Total Nonfarm
8,000

4,000

-4,000

-8,000

-12,000

Change, Thousands of Persons

- 16,000

-20,000

-24,000
Oct 2019 Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan 2021

Source: U.S. Bureau of Labor Statistics myf.red/g/CRP5


http://fred.stlouisfed.org/graph/?g=CRP5

The Real Unemployment Rate

It is much higher than the stated number

Exhibit 11: Unemployment rate adjusted for labor force outflows and
misclassifications

Accounting for laborforce outflows and misclassification errors suggest the
unemployment rate is much higher than the official measure
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A Massive Recovery Took Place
The recovery then stopped. It must continue to improve



http://fred.stlouisfed.org/graph/?g=CRSv

Involuntary Separations Are High, But...

Trend is now improving after being flat for months

FRED s = Initial Claims
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Unemployment Rate By Education

Rates now decline after skyrocketing. Rates are much higher for the less educated

FRED . — unemployment Rate- Less Than a High School Diploma, 25 Yrs. & Over
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Total Compensation: It Had Been Rising

This measure includes bonuses, and it has peaked



http://fred.stlouisfed.org/graph/?g=AwxT

Inflation?
What Inflation?
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Core PCE Price Index

Inflation is not currently a concern

FREn .~ == Personal Consumption Expenditures: Chaintype Price Index
== Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index)
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Breakeven Rate Steadily Rise

Fed policy, improving economic conditions, Democratic Congress

36-Mar-21 US 10yr Breakeven
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Inflation Expectations

They are almost always wrong

Exhibit 1: The markets have a long history of prematurely anticipating Fed rate hikes
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Federal Reserve Behavior

Best Case Scenario

* Fed funds is currently 0.125%

e 12/31/21: 0.125% 10-yr Treasury @ 1.90%

6/30/22: 0.125% 10-yr Treasury @ 2.10%

e 12/31/22: 0.375% 10-yr Treasury @ 2.10%



How About
Housing?

) BRAP S AUGHR
oo



Mortgage Purchase Applications Slip

1st time applications are up 39% Y-o0-Y, at level of early 2000s
MBA Purchase Applications Index
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Mortgage Purchase Applications Rock

2021 purchase volume should be about $1.5 trillion

MBA Purchase Index NSA
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Pending Home Sales Bounce

Low inventories, limited new building, pent-up demand, high rates, rising input costs

¥1-Mar-21 US Pending Home Sales Index YoY
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NAR Pending Home Sales Index Softens

High prices, low inventories and now rising rates

NAR US Pending Home Sales Index (NSA)
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Existing Home Sales Are Topping Out

May was the bottom, and since then sales have exploded

Existing Home Sales (SAAR)
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Existing Home Inventory

Inventory Is Excruciating Low and Keeps Shrinking
Inventory is regularly reaching new lows
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New Home Inventories are Collapsing

Builders are being very careful, and demand is insatiable

New Home Inventory
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Single-Family and Multifamily Starts: 2005 to Present

SF activity is now as good as it gets

FRED . — HousingStarts: Total: New Privately Owned Housing Units Started-Privately Owned Housing Starts: 1-

Unit Structures
== Privately Owned Housing Starts: 1-Unit Structures
== Housing Starts: Total: New Privately Owned Housing Units Started
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New Home Inventory

It is very low

US New One Family Houses Months of Supply NSA
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New Home Sales Skyrocket and Slightly Weaken

They were rising, then fell but are still relatively high
FRED -~ == New One Family Houses Sold: United States
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New Home Sales Have More Than Recovered

They remain up Year-over-year
New One Family Houses Sold Total NSA ('000)
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Prices Keep Rising!
Prices in ‘90 and ‘00 didn’t collapse. Y-0-Y prices are up 10.9%, 11.1% or 11.2%

Case-Shiller National and Composite Indices SA, Year-over-year Change
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Forbearance Numbers Steadily Fall

2.54 million in forbearance, (4.8% of mortgages). Well down from the peak of 4.76 million
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Millionaires Are Not Exempt from Weather Issues

This could be an issue. Artificial snow is best made at 28F

Annual days below freezing in ski towns

2080-90 est. 4==8 1981-2010 avg.

Park City, UT 230 4 e 262
Jackson, WY 200 # e 744
Taos, NM 170 d— ] 55
Stowe, VT 169 fr——g 100
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Telluride, CO 133 4 el78
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Things Are Definitely Improving

Growth is strong just about everywhere

January 2021 State Coincident Indexes: Three-Month Change

Source: Federal Reserve Bank of Philadelphia
Map colors based on www.ColorBrewer.org
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Population Growth by State: 2010 - 2020

Best in the southeast, Texas, and the intermountain west.
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Unemployment Rates in Ski Towns

Convergence during the 1990s. Bozeman is the least volatile
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The Labor Force Growth & Recovery Varies

Growth is good in Bozeman and Sun City, weak in Aspen & Vail, Bad in Jackson Hole
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Housing Prices in Ski Resorts

Jackson & Bozeman rise fastest. Aspen, Vail and Sun Valley have recovered
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Per Capita Income in Ski Towns

Jackson is #1, Aspen a distant #2, then Sun Valley in #3. Vail, and Bozeman follow
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Housing Starts in Smaller Ski Resort Towns

In Bozeman and Vail building activity is strong. Elsewhere it steadily declines
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KEY TAKE AWAYS
1) 2021 will be a very good year!

2) The Fed will not raise rates till mid-2022

3) | don’t see inflation rising much, but....



ANY QUESTIONS?

Elliot F. Eisenberg, Ph.D.
Cell: 202.306.2731
elliot@graphsandlaughs.net
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