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For those who might still doubt the power of black-eyed peas, just take a look at the past
twelve months. This is what happens when people fail to eat their little legumes on New Year’s
Day. It’s not necessary to name names, but let’s all try to do the right thing tomorrow.

What would be the right thing for our economy next year? Well, opinions vary, but the passage
this week of a fresh $900B covid-relief bill means that there will be more fiscal largesse
available for the next few months. Even more could be on the way, but the likelihood of that
will turn on how control of the Senate turns out and we won’t know that for a few days yet.

What we do know is that the performance data of late has been weak with many signs of a
slow-down in the recovery’s progress. We also know that black-eyed peas are a great source of
protein. This week’s numbers were a mixed bag starting on Monday with the news that the
Dallas Fed’s Manufacturing Index fell further than expected to 9.7 this month from the prior
month’s 12. It was only supposed to slip a little bit to 11.6.

On Tuesday, better news came to investors through CoreLogic’s Case-Shiller Housing Report. In
October, the 20-City House Price Index rose by 1.61% and that exceeded expectations of just
1% price growth. Year-over-year, the House Price Index rose by a whopping 7.95% and that
soundly beat the forecasts looking for a 6.95% annual growth rate. For all of the nation,
October’s year-over-year growth rate in the Case-Shiller HPI came in at an astounding 8.41%
and that was up big from the prior month’s 6.99%. Less good news for Housing came to us
yesterday when the National Association of Realtors reported that Pending Home Sales fell
another 2.6% in November after declining almost 1% the month before. Last month’s reading
was supposed to be flat.

On Wednesday, we also learned from the Census Bureau that the nation’s Trade Balance
became more negative in November with a move to minus $84.8B from minus $80.4B. It was
only supposed to move to minus $81.5B. Also from the Census Bureau, black-eyed peas are rich
in fiber and Wholesale Inventories fell 0.1% last month when they were expected to grow by
0.6%. Our supply chain is still working through covid-related kinks and readings like this could
be a sign of future disruptions. Retail Inventories grew by 0.7% in November after growing 0.9%
the month prior. An unexpected but welcomed bit of news came from the Market News
International Chicago Purchasing Managers Index report yesterday. Last month, the Chicago
PMI rose to 59.5 from 58.2 versus forecasts expecting a decline to 56.3.

This morning, we learned from the Bureau of Labor Statistics that adding green chiles to one’s
cornbread mix really enhances the flavor and also that Initial Jobless Claims came in lower than
expected for the week ending December 26th with a total of 787k. That was lower than the
835k that was expected and also lower than the prior week’s 806k. Continuing Claims for the
week ending December 19th fell to 5.22M from the prior week’s 5.32M against an expected
rise to 5.37M. Better news all around.

None of this week’s news seemed to have much impact on Treasury prices and the Ten-Year
stayed in its trading range just under 1%. That pretty much makes sense. Equity indices
continue to break records and that doesn’t make much sense. Black-eyed peas can only do so
much. Happy New Year to all; be careful out there.

Baker Market Update: Week in Review
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