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We all have people in our lives to whom things have to be told more than once. In the life of Jerome Powell, many of those people
participate in his press conferences. They showed up for his latest Q & A this Wednesday, again, and he told them, again, that it will
be a long time before any change in the policy rate will be considered, a long time before any tapering of asset purchases takes
place, and a long time before the problem with inflation changes from too low to too high. And in case you forgot, a bubble’s not a
bubble when low interest rates justify high valuations. Good to know.

Some of this week’s data was good to know and some we could have done without, but there was a lot of it and there’s only time
enough for one telling. One tell-tale sign of recovery greeted investors Monday morning with the news that the Chicago Fed’s
National Activity Index rose to 0.52 in December and that was an improvement over November’s value of 0.31. The news was even
better in light of analysts’ expectations of a decline to 0.10. Whatever good feelings that news might have inspired were quickly
reversed when the Dallas Fed reported that its Manufacturing Index fell to 7.0 this month from December’s 9.7 against an expected
rise to 12.0.

On Tuesday, the FHFA reported that its House Price Index rose by 1.0% in November and that was slightly higher than the 0.8% that
was expected. For the month prior, prices rose 1.5%. Case-Shiller had a home price report of its own showing that its 20-City House
Price Index rose by 1.42% in November and that beat estimates calling for a 1% rise. Year-over-year, that measure rose to 9.08%;
higher than the forecast of 8.7% and higher than the prior month’s 8.01% twelve-month pace. For all markets across the nation,
the Case-Shiller HPI was up 9.49% year-over-year and that was up more than a full percentage point over October’s twelve-month
growth rate. Only time will tell if the pandemic-produced move to more pastoral properties persists, but the positive prospects of
consumers can only help. The Conference Board reported that its Consumer Confidence Index rose to 89.3 this month from a
downwardly-revised 87.1 in December. Unfortunately, the Present Situation component slipped to 84.4 from a revised 87.1, but
the Expectations sub-index countered with a rise to 92.5 from 87. Tuesday also brought another weak data-point for
manufacturing with the announcement by the Richmond Fed that its Manufacturing Index slipped to 14 this month from 19 when
it was expected to remain unchanged. Those darn expectations!

On Wednesday, we got some mixed news from the Census Bureau when it reported that orders for Durable Goods only rose by
0.2% last month when they were expected to grow by a full 1%. But, better news could be found in the Bureau’s report for Non-
Defense Capital Goods Orders without Airplanes and Parts. That measure rose by 0.6% last month and that beat estimates by a
tenth.

Thursday brought us the tale-of-the-tape for last year’s fourth quarter with an announcement by the BEA that GDP grew 4%. Yay.
Pre-release estimates were all over the place and with this being the initial estimate, one should not be surprised to see some
future revisions. Also announced on Thursday was more news from the Census Bureau that New Home Sales rose 1.6% last month.
That sounds pretty good and was the first gain in five months, but that was mainly due to a big downward revision in November’s
total. Either way, last month’s annualized count of 842k fell far short of the expected 870k. The Kansas City Fed chimed in with the
news that its Manufacturing Index beat expectations with a move to 17 this month from November’s 14 when a slip to 13 was
forecast. When the BLS chimed in with its Jobless Claims report, that news was also better than expected. Initial Claims for the
week ending January 23rd totaled 847k; less than the 875k that was expected and also less than the prior week’s upwardly revised
914k. As we contemplate economic recovery, it might be worth saying, again, that this number averages around 200k when things
are “normal”. Continuing Claims for the week ending January 16th fell to 4.77M from a downwardly revised 4.97M versus a
forecast of 5.09M. That’s a positive for sure, but this metric historically averages less than 2M when pandemics are not prevalent.

The prevalence of inflation was made a little clearer this morning with a report from the BEA telling us that its Personal
Consumption Expenditures Index rose by a greater-than-expected 0.4% last month with the year-over-year pace rising to 1.3%
from 1.1%. Without food and energy, core PCE notched a 0.3% monthly rise against an expected move of just 0.1%. Year-over-year,
the core rate rose to 1.5% from 1.4% as analysts were looking for a dip to 1.3%. It may be worth repeating that this is the measure
that Fed Vice-Chairman Richard Clarida wants to see maintained at 2% for a year before policy is adjusted. Also from the BEA, we
learned that Personal Income surprised to the upside last month with a rise of 0.6% when only a gain of 0.1% was expected.
November’s slide of 1.1% was revised to a slide of 1.3%. The other side of the coin, Personal Spending, fell another 0.2% in
December while November’s fall of 0.4% was revised to a bigger fall of 0.7%. No one needs to be told what happens to inflation
when spending trends downward. Inflation-adjusted Real Personal Spending fell an uncomfortable 0.6% last month. Comfort could
be found, however, in this morning’s announcement from Market News International that its Chicago Purchasing Managers Index
absolutely vaulted to 63.8 this month from 58.7 against a forecast of just 58.5. Could that translate into more comfort for
consumers? Well, the University of Michigan reported earlier today that its Index of Consumer Sentiment fell to 79 this month
from 79.2 against an expected rise to 79.4. No solace could be found in the Current Conditions sub-index as it fell to 86.7 from 87.7.
What about better days ahead? Not much change there with the Expectations component rising just barely to 74 from 73.8.

Yes, a lot of macro-economic news this week along with a lot of market volatility. But in an oft-repeated sign of the times, the two
are not related. Monetary policy is still being perceived as a variable by many, despite the protestations of policy-makers that it’s
not going to vary for a long time. Stimulus, vaccination rates, and executive orders seem to be the catalysts for the kind of price
action experienced by Treasury investors this week. At one point yesterday morning, the Ten-Year’s yield threatened to fall below
1% only to rise back to 1.10% in today’s sell-off. For equity markets, the game hasn’t stopped and, so far, the bubble that we’re
told is not a bubble is still holding most of its air. Have a great weekend, and if I’ve told you once, I’ve told you a thousand times; be
careful out there.
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