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Whether one considers the American Rescue Plan to be stimulus, relief, or pernicious porcine patronage, it’s now the law
of the land and lots of places and people are going to be getting lots of money. For now, that prospect has propelled some
markets to new peaks and provided a pleasant distraction after last week’s obsession with inflation. That, and Jerome
isn’t allowed to talk to anyone outside of immediate family members until after next week’s FOMC meeting.

But the BLS does not labor under the same yoke of repression as the Fed, and it had a lot to say this week. And, a lot of it
was about inflation. But even before investors could react to this morning’s Producer Price Index report, an unexpected
wave of overnight selling pushed the yield on Thirty-Year Treasury bonds clear up past 2.35%; a level not seen since last
January. The Ten-Year’s yield has touched the same 1.61% it briefly saw last week after the Treasury’s desultory Seven-
Year auction.

In today’s report, investors learned that headline PPI rose by the expected, energy-fueled 0.5% last month with the year-
over-year pace rising slightly higher-than-expected to 2.8% from 1.7%. That surge in the twelve-month rate was
significantly affected by the elimination of last February’s monthly plunge of 0.5% from the calculation. More of this
changing base effect will be seen in this measurement and others as the experience of early pandemic lock-down months
fall from the year-over-year view and are replaced by revitalized contemporary months. Without food and energy, core
PPI rose by 0.2% as expected with the year-over-year rate moving to 2.5% from 2% and that was slightly lower than
expected.

Earlier in the week, the BLS reported that its Consumer Price Index rose by 0.4% last month and that was about what
forecasters were expecting. Year-over-year, headline CPI rose from 1.4% to 1.7%; also meeting expectations. Without
food and energy, core CPI rose by a less-than-expected 0.1% with the year-over-year pace actually falling one-tenth to
1.3%. Armed with these measurements, the BLS also reported that year-over-year growth in inflation-adjusted Real
Average Weekly Earnings came in at 4.1% in February and that was a drop from January’s downwardly revised pace of
5.7%. For Real Average Hourly Earnings, that twelve-month growth rate fell to 3.4% last month from 3.9%. Thanks to all
the government transfer payments, those are pretty heady results for an economy that’s been largely shuttered for the
past year.

The week began on another positive note when, on Monday, the Census Bureau reported that Wholesale Inventories rose
by 1.3% in January and even though that result was largely expected, it could be taken as a sign that the supply chain
disruptions causing angst-producing price spikes might be easing. Might be. We also learned from the Census Bureau that,
in January, Wholesale Trade Sales blew through estimates looking for a rise of 0.9% by coming in at 4.9%. Somebody’s
buying something out there.

On Tuesday, the National Federation of Independent Businesses issued a lukewarm report for its Small Business Optimism
Index and disappointed analysts expecting a move to 97 from 95. The lukewarm part was its February reading of just 95.8.
The 1.3% weekly drop in Mortgage Applications reported by the Mortgage Bankers Association was pretty chilly for the
housing market as was the Average 30-Year fixed rate of 3.26%. But, that still seems pretty low to people of a certain age.
In another sign of the times, we learned from the Treasury that its Budget Deficit grew by a greater-than-expected
$310.9B in February and that pushed the fiscal year-to-date deficit to $1.047T. This time last year, the year-to-date deficit
was $625B. The Treasury’s fiscal year started October 1st, and has never produced this large a deficit five months in. Did
you hear about the American Rescue Plan? One wonders who will rescue us from these deficits.

We can keep wondering about that while lots of Americans are wondering if they can find a job. On Thursday, the BLS
reported that, for the week ending March 6th, Initial Jobless Claims totaled 712k and that was less than the 725k that was
expected and also less than the prior week’s upwardly revised 754k. Still too high, the week’s tally was the lowest since
November. Continuing Claims for the week ending February 27th fell to 4.14M from 4.34M and managed to beat
estimates looking for 4.2M.

The Treasury managed to get its $120B worth of Threes, Tens, and Thirties sold this week and while these auctions
avoided the debacle of last week’s Seven-Year sale, investor demand was a bit tepid. The highest accepted tender at the
Ten-Year auction was 1.52% and today’s sell-off to around 1.60% can’t feel very good for those folks.

But, the University of Michigan just reported this morning that it found some other folks who are feeling pretty good
about everything. For its Consumer Sentiment Index, the University reported a big boost to 83 this month from 76.8
versus an estimate of just 78.5. The Current Conditions sub-index also surprised to the upside with a move to 91.5 from
86.2 as analysts were only expecting 88.3. The Expectations component also beat estimates looking for 72 by coming in at
77.5. That measure was 70.7 last month. Also surprising amid all the inflation concerns was a drop in Consumers’ One-
Year Inflation Expectations to 3.1% from 3.3%. Chairman Powell is probably gratified to learn that someone out there
might actually believe what he’s been repeating. Have a great weekend; be careful out there.
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