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US Light Vehicle Sales Reverse Their Slide

A strong recovery from a dismal March and April
FRED -~/ — ught Weight vehicle Sales: Autos and Light Trucks
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Real Retail Sales Collapse and Recover

Household spending is doing spectacularly well. Can it continue????
FRED -~/ — Advance Real Retall and Food Services Sales
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Services really struggle
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Retail Sales Growth is Largely Over

We need more help
US Retail Sales MoM

Survey: -0.3%
Actual: -1.1%

The Daily Shot?
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Bloomberg Consumer Comfort Index Recovers

Index low was 25 during the last recession
Bloomberg US Weekly Consumer Comfort Index

Latest: 44.6
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Tests Results per Day

US Coronavirus Positive Case Percentage

The percentage of positives keeps rising and rising
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When is Heard Immunity Achieved?
Summer is a good bet

mmmm Infections W Vaccinations
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US Air Travel Act

It is 47% of normal and slowly rising

TSA checkpoint travel numbers, 2020 and 2019, 7 Day Average and Percent of Last Year
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Hotel Occupancy Rate Slowly Improves

Occupancy is now down 26.4% Y-o-Y

Hotel Occupancy Rate by Week of Year (4 week moving average)
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Driving is now down 10%. Fewer of us drive kids to school or ourselves to work
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Public Transit Usage is Softening

Public transit activity is at 43% 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 Falling

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

Year on Year Change in Seated Diners from Online, Phone or Walk-in Reservations, 7 Day Average

—Texas ===New York Pennsylvania ==Florida ==—California ===United States Illinois

20%
-
-20%
-40%
-60%

-80% {

-100%
24-Feb 24-Mar 24-Apr 24-May 24-Jun 24-Jul 24-Aug 24-Sep 24-Oct 24-Nov 24-Dec 24-Jan

www.calculatedriskblog.com Source: OpenTable

1/8/21



The Percentage Who WFH

It was steadily rising but seems to have plateaued in late October

The Slow Return to the Office Has Stalled
Office occupancy based on Kastle Systems security access data*
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Mobility Data by County Size

It falls as size increases

Current Level of Foot Traffic by Region Relative to Jan. 8-15, 2020
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The Stock Market Is Doing Well

Despite numerous stressors

FRED ~ —sws»
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Real Personal Consumption Expenditure Recovers

It was bouncing back but now it is reversing

FRED -~/ — Real Personal Consumption Expenditures
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Spending Growth is Rapidly Slowing
We need more help
US Personal Spending MoM
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ISM Manufacturing Numbers Bounce Back

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

ISM Purchasing Managers' Index (PMI) and Fed Manufacturing Surveys
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Factory 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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Capital Goods Orders Are Superb

Despite all the recent trauma orders have more than recovered
FRED -~/ — Manufacturers' New Orders: Nondefense Capltal Goods Excluding Alrcraft
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US Rig Counts Have Bottomed

Stable prices and improving demand are key
11-0ec:20 Baker Hughes US Crude Oil Rotary Rig Count
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The Daily Shot*
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US Corporate Dividends Activity

Dividends are back in fashion

Exhibit 1: S&P 500 dividend cuts have moderated, increases have accelerated
as of November 30, 2020
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HEROES ACT Is Important

Prevents us from even slower growth

Real Per Capita Disposable Income

A huge jump due to gov’t policies, but it is declining quickly

FRED -~/ — Real Disposable Personal Income: Per Capita
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Household Savings Rates Are Spectacular!

Savings rates are way up due to higher unemployment checks and $1,200 checks

FRED -~/ — rersonal savingRate
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The Budget Deficit Explodes

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

U.S.federal budget surpluses and deficits as a share of gross domestic product
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The Dollar Weakens Somewhat

Still near the highest levels

FRED /) == Trade Weighted U.S. Dollar Index: Broad, Goods and Services
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$550 Billion Trade War Hurts US GDP

The impact peak at 0.6% of GDP and then wane

While any de-escalation in the
ongoing trade war with China
is welcome, today’s mini deal
would only regain 0.1% of the
previously anticipated 0.6%
GDP loss.

Given the 0.5% drag from
measures enacted so far, this
mini-deal doesn’t make the
outlook rosier — simply less
bad.

US: Real GDP drag from China tariffs*
% GDP in 2020 relative to no tariffs baseline
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0.2 September 1 September 1 September 1
-04 4 September 1 September 1 September 1
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15
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* 25% tariffs on $250bn of imports from China before September 1, plus
15% tariffs on $112bn on September 1, plus increase in tariffs on $250bn
1.0 4 from 25% to 30% on October 15, plus 15% on $160bn on December 15

Source : Oxford Economics

Contact: Gregory Daco | gregorydaco@oxfordeconomics.com
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GDP Softens in 21Q1, but by How Much?

Growth in 21Q1 is the real issue

Growth Chart
Economists surveyed by the WSJ expect a lull in growth in the first quarter of 2021

U.S. gross domestic product, change from prior quarter
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Source:WSJ survey

GDP Recovery is Check Mark Shaped

Better than L-shaped one
Entering slower & bumpier phase of the recovery
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Labor Markets:

They Were Tight but Are
No Longer
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Historical Job Growth

Month-over-month employment change

FRED -~/ — Allemployees, Total Nonfarm
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The Unemployment Rate is Way Down

The decline is not as good as it loo

7 == Unemployment Rate
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Rates Are Down for Both Women And Men
The female LFRP is weakening! For men it continues to improve

</ === Labor Force Participation Rate - Women
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Involuntary Separation in 2020
Trend is very slowly improving but remains staggeringly high

FRED -~/ — inital 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
== Unemployment Rate - High School Graduates, No College, 25 Yrs. & Over
== Unemployment Rate - Some College or Assodiate Degree, 25 Yrs. & Over
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New Firm Creation/Applications With Wages

It has more than recovered from the Covid-19 trauma
StartMe Up

Applications to form businesses surged as lockdowns lifted, though data suggest more interest

in tiny startups rather than operations with a high propensity for hiring workers and paying
wages.

U.S. weekly business applications, change from one year earlier
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Source: Census Bureau
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Inflation?
What Inflation?

CPI: Inflationary Pressures are Weak

There are some very mild inflationary pressures. This hardly bears watching

FRED ../ == Consumer Price Index for All Urban Consumers: All items In U.S. City Average
== Consumer Price Index for All Urban Consumers: All items Less Food and Energy in U.S. City Average
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Core PCE Price Index

Inflation is not currently a concern

FRED -~/ — Personal Consumption Expenditures: Chain-type Price Index
== Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index)

5

Percent Change from Year Ago

2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: U.S. Bureau of Economic Analysis myf.red/g/z55g

2020

Trimmed PCE: Inflation is Stable

Trimmed shows less volatility and has been slowly softening

FRED -~/ — trimmed Mean PCE Inflation Rate
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Monetary Velocity Drops Like a Rock

Inflation is not a worry

FRED -~/ — velocity of M2 Money Stock
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Federal Reserve Behavior

Best Case Scenario

* Fed funds is currently 0.125%

* 12/31/20: 0.125% 10-yr Treasury @ 0.85%

12/31/21: 0.125% 10-yr Treasury @ 1.25%
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Federal Reserve Is All In

Over $4 trillion in central bank lending, wow!

No Raise in Sight
With most Federal Reserve officials projecting inflation to remain below the 2% target through
2023, they do not see raising interest rates for years.

Projected end-of-year target rate

Oofficials 2 4 6 8 10 12 14 16

Noincreases
Oneincreasee W Through 2020
T W 2021

wo e 2022

n

Three 2023
Fourormore|

Note:Based on quarter-percentage-pointrate increases
Source:Federal Reserve

Now For
Politics!
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Election Outcomes

Biden will on net boost spending and employment

Chart 2: Real GDP Under Different Election Scenarios
Real GDP, 2012$ bil

22,000
——Republican Sweep
21,000 + ceCurrentPolicy "
—Democratic Sweep .. o
20,000 +— ....Baseline

19,000 -

18,000 +

17,000

19 20 21 22 23 24
Sources: BEA, Moody's Analytics

Chart 3: Jobs Under Different Election Scenarios
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Existing Home Sales Are Superb
May was the bottom, and since then sales have exploded

Existing Home Sales (SAAR)
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Existing Home Sales Have Recovered
High prices, low inventories and more
US Existing Homes Sales NSA (mm)
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Purchase Index

Mortgage Purchase Applications Skyrocket

1st time applications are up 26% Y-o-Y, at level of early 2000s
2020 purchase volume should be about $1.4 trillion, and $1.55 trillion in 2021

MBA Purchase Applications Index
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Mortgage Purchase Applications Recover

2021 purchase volume should be about $1.5 trillion

MBA Purchase Index NSA
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Expensive loans do best
Chartof the Week - October 9,2020
Home Purchase Applications by Loan Size
Non seasonally adjusted, year over year percent change

Mortgage Purchase Applications Recover
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Housing Activity Is at a Multi-Decade Low
Supply of new housing is so low

U.S. new-home construction by decade

20.0 million

175
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Note:Data for the 2010s is through November 2019
Source:Commerce Department via the St. Louis Fed

Home Builders are Ecstatic

Pent-up demand, low rates, good demographics, Covid-19 and more
NAHB Housing Market Index

Recession ===—=HMI ---Current
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New Home Prices Are Too High Due to Regulation

Figure 1. Regulatory Costs as a Share of Home Price
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Regulation in the Price of a New Home
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Based on average new home price one month before the NAHB/Wells Fargo HMI sunveys
Source for avgerage new home prices: New Residential Sales, U.S. Census Bureau

Construction Employment: Residential & Otherwise

Total construction employment rebounds surprisingly well
FRED L./ == All Employees, Residential Building (left)
== All Employees, Residential Specialty Trade Contractors (left)
== All Employees, Construction (right)
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Price per 1,000 board feet
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Lumber Costs Bounce Wildly
Prices are up 100% Y-o-Y
Framing Lumber Prices per 1,000 board feet
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Housing Improvements & Repairs Are Fine
Home prices rise more slowly, wealth has recovered, and existing sales are good

Leading Indicator of Remodeling Activity — Third Quarter 2020

H Impro & Repairs
Four-Quarter Moving Totals Four-Quarter Moving
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New Home Sales Skyrocket and Slightly Weaken

They were rising, then fell but are still relatively high

FRED -~/ — NewOne Family Houses Sold: United States

Thousands
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Sources: Census, HUD myf.red/g/z4Na

New Home Sales Recover

They are well above last year’s level. A strong V-shape recovery!

New One Family Houses Sold Total NSA ('000)
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New Home Inventories are Collapsing
Builders are being very careful, and demand is insatiable
New Home Inventory

B Completed M Under Construction M Not Started
700

600

500

8
=]

Units (000s)

[
o
o

200

100

http://www.calculatedriskblog.com/

Overview of Construction

It’s all about the house

Select categories of U.S. construction spending, change since the start of the year

10%

5 M Private residential

W Public construction
Private healthcare
Private office
Private commercial

Private
manufacturing

Private educational

Private amusement/
-15 recreation

Private lodging

Note:Underlying figures at a seasonally adjusted annual rate
Source:Census Bureau
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Residential Fixed Investment Shrinks

Non-residential is up 9%, public is up 7% and residential is down 3% from peak

FRED -~/ — Total Public Construction Spending
== Total Private Construction Spending: Residential
== Total Private Construction Spending: Nonresidential
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Source: U.S. Census Bureau myf.red/g/zttK
Single-Family and Multifamily Starts — A nice recovery
SF starts have turned around quickly
FRED -~/ — Housingstarts: Total: New Privately Owned Housing Units Started-Privately Owned Housing Starts: 1-
Unit Structures
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Millennials Will Keep This Issue Front and Center
Beginning to approach Peak Millennial

Coming soon: An even bigger wave of potential buyers
Age distribution of the United States
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Zillow Economic Research | Source: Population counts by age and metro was pulled from one-year 2017-ACS data made available
by IPUMS - USA. Ages of individuals were bumped up one year to coincide with our source for median age of first time buyer, the
2018 Zillow Group housing trends report. That survey was boosted in five metro areas, allowing for metro level median first-time
home buyer ages in Phoenix (34.5 years), San Francisco (37 years), Atlanta (37 years), Chicago (34 years) and Washington, D.C. (34
years).

YoY Change

Prices Keep Rising but More Slowly

Prices in ‘90 and ‘00 didn’t collapse. Y-0-Y prices are up 7.9%, 6.6% or 8.4%

Case-Shiller National and Composite Indices SA, Year-over-year Change
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30-Year Rates Are So Low

Will they fall further?

Average U.S. 30-year fixed-rate mortgage, weekly

Week ending Dec. 17: 2.67%
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NAR Pending Home Sales Index Soars but Stabilizes

High prices, low inventories and more
NAR US Pending Home Sales Index (NSA)
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Credit is Getting Harder to Get

It was getting easier but no longer!

Mortgage Credit Availability Index, Index Level by Month
(NSA, 3/2012=100)
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Hello Forbearance My Old Friend

At 5.49% or 2.7 million HH, and best level since mid-April

% of Servicing Portfolio Volume in Forbearance by Investor Type over Time
(Full Sample)
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What About
Things Here?

Things Are Definitely Improving

The southwest looks weakest

August 2020 State Coincident Indexes: Three-Month Change

*
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Source: Federal Reserve Bank of Philadelphia
Map colors based on www ColorBrewer.org
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Things Are Definitely Improving

The southwest looks weakest

November 2020 State Coincident Indexes: Three-Month Change
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Population Growth by State: 2010 - 2020

Highest in the intermountain west and the coastal southeast

Map 1: Projected State Populati , Census 2010 to Census 2020

W Negative growth 0-5% M5-10% M10-15% [ 15% and above ;
r.

Source: Wislam M Frey profections based on 2010 US Consus and 2018 and 2019 census estimates refeased Dec 30, 2019
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ANY QUESTIONS?

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

www.econ70.com

Do you want to get my daily 70-word economics email?
Please give me your business card or text “bowtie” to 22828

Thank very very much!
@ECON70
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