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Despite Momentum Behind the U.S. Recovery Strengthening, the Fed Opted to Remain Patient and the White House Proposed Trillions More in Spending

The Fed voted in late April to keep policy unchanged, both its target range for the fed funds rate and monthly pace of asset purchases, and provided the same forward
guidance for both tools. However, the updated statement acknowledged that activity had “strengthened” since the March meeting “amid progress on vaccinations and
strong policy support.” Enhancing the increased optimism, officials said that “risks to the economic outlook remain,” a notable upgrade in the assessment of the balance of
risks from March, when the statement noted that the pandemic posed “considerable risks to the economic outlook.” However, neither the Fed’s decision to leave policy
unchanged nor the more upbeat language in the statement was a surprise. Previous public comments from Fed officials, including Chair Powell, had indicated a consensus
of comfort with the current policy settings and agreement that patience was prudent, despite Powell saying multiple times that the U.S. economy appeared to be at an
“inflection point” where it would “start growing much more quickly.” Additionally, the brighter economic assessment amid positive health developments and continued
fiscal support had been evident in the data in the weeks leading up to the meeting. 

While average daily vaccinations plateaued in April, the CDC reported that more than 50% of adults had received at least one shot and roughly 70% of seniors had been
fully vaccinated. Increasing vaccinations were credited for new virus infections turning lower, alleviating fears of a potential fourth wave in the U.S. On the economic front,
an improvement in the pace of recovery was clear across most every set of indicators. Official payroll data from the BLS showed 916k jobs were recovered in March, much
stronger than the 660k economists expected and supported by broad-based gains across industries. Encouragingly, sectors that have experienced the most severe
disruptions to employment as a result of the pandemic, specifically leisure and hospitality as well as education, led the monthly gains. The strength of the report was
reinforced by unemployment falling from 6.2% to 6%, notwithstanding an encouraging increase in participation, and recovery in hours worked. While the official report for
April has yet to be released, new jobless claims hit pandemic lows in three consecutive weeks during the month, showing the labor market recovery has continued.

The positive effects of improvements in the health situation and the labor market were compounded by the stimulative effects of the American Rescue Plan, which
President Biden signed into law on March 11. The latest round of economic impact payments, the $1,400 direct checks sent to many individuals, led to a record 21.1%
surge in income in March, a strong 4.2% increase in personal spending, and a spike in the savings rate from 13.9% to 27.6%. The economic reopening story evident in the
consumer data was also reflected in broader economic datasets. The ISM’s Services Index rose to a record high in March in data back to 1997 and the Manufacturing Index
was the strongest since 1983. The more timely Markit PMIs for April, which only stretch back to 2009, showed the broadest expansionary signal on record. 

Notably, the ISM reports also captured why some are concerned a plethora of factors may drive up inflation. Disruptions to the manufacturing supply chain were the most
severe since 1974 and prices paid in both surveys remained near their highest levels in over a decade. Although the Fed’s April statement noted that inflation had risen, it
also showed officials believed it “largely” reflected “transitory factors.” Chair Powell said base effects and bottlenecks were primarily to blame but should subside. As a
result, officials delayed discussions on tapering asset purchases. Markets, however, appeared less confident in the transitory assessment amid an improving outlook and
Presidential push for even more spending. President Biden has proposed a $4 trillion reshaping of the U.S. economic landscape, on top of the trillions spent on pandemic
relief which have boosted the federal deficit to a record. Although five-year market-based inflation expectations were steady near highs since 2008, ten-year inflation
expectations rose to their highest level since 2013. For the month, the 10-year nominal Treasury yield fell 11 bps to 1.63%, still near the top-end of its pandemic range.
Helped out by the economic improvements and positive corporate earnings results they translated into, the S&P 500 gained 5.4% and ended just below its record high.
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S&P 500Record close: NASDAQDow

ISM Manufacturing Index rose 
more than expected to 64.7 
(highest since 1983); supply 
chain delays were the broadest 
since 1974; orders and 
production hit their highest 
levels since 2004

916k jobs were added in March
on broad sector gains (+660k 
expected) and there were +156k 
added to prior months; 
unemployment fell from 6.2% to 
6% despite a pick-up in 
participation; hours worked rose

ISM Services Index rose more than expected 
to 63.7 (highest in records since 1997)

Senate parliamentarian ruling 
opened the door for Democrats to 
use reconciliation more than once 
in a fiscal year, potentially on 
infrastructure

Moderate Democratic Senator Manchin said he 
and several others didn't support President 
Biden's plan to raise the corporate tax rate to 
28% (preferred 25%)

A NY Fed official said 
"technical adjustments" 
could be made  to ensure 
proportional allocation of 
asset purchases, addressing 
Treasury's resumption of 20-
year auctions

Fed Chair Powell said 
the U.S. economy is at 
an "inflection point" 
and officials expect it 
"to start growing much 
more quickly"

12-Month budget
deficit hit a record 
$4.1t (19.1% GDP) on 
effects of American 
Rescue Plan (ARP)

FDA recommended 
pausing J&J vaccine 
on clotting concerns

Details of a firmer CPI 
report showed no 
indication of a 
worrisome acceleration

Retail sales jumped strongly in March 
(+9.8% vs +5.8% expected) following 
stimulus payments; jobless claims hit 
new pandemic low

CDC said more than 
50% of U.S. adults had 
received at least one 
vaccine dose

Group of GOP Senators released a 
$568b counterproposal to 

President Biden's $2.3t 
infrastructure plan

Reports indicated 
President Biden would 
propose doubling the 
capital gains rate from 
20% to 39.6% on those 
making >$1mm

For a second week, initial and 
continuing jobless claims fell to 
new lows for the pandemic

EU PMIs were stronger than expected in April; 
manufacturing hit a record and services expanded for 
the first time in eight months

U.S. PMIs were stronger than expected in April; 
manufacturing (60.6) and services (63.1) were the 
strongest in records since late 2000s

The Fed noted activity had 
"strengthened" and the outlook had 
improved; firmer inflation was "largely" 
due to transitory factors; Powell said 
now is not the time to discuss tapering 
bond purchases

Details showed the President's American Families Plan 
proposed $1.8t in social-related spending, funded by higher 
taxes on the wealthy and increased IRS collection rates

The U.S. economy
grew 6.4% in 1Q21 
(expected +6.7%)

On effects of the ARP, 
personal income surged by a 
record 21.1%; spending 
jumped 4.2%; savings rose 
from 13.9% to 27.6%
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Value
Dow Jones 33,875 2.71% h 2.71% h 10.68% h
S&P 500 4,181 5.24% h 5.24% h 11.32% h
Nasdaq 13,963 5.40% h 5.40% h 8.34% h

Stoxx Europe 600 437 1.81% h 1.81% h 9.61% h
China CSI 300 5,123 1.49% h 1.49% h -1.68% i
Nikkei 225 28,813 -1.25% i -1.25% i 4.99% h

Yield

U.S. 2-year 0.16% -0.2 i -0.2 i 3.7 h
U.S. 5-year 0.85% -9.3 i -9.3 i 48.5 h
U.S. 10-year 1.63% -11.5 i -11.5 i 71.3 h

German 10-year -0.20% 9.0 h 9.0 h 36.7 h
U.K. 10-year 0.84% -0.3 i -0.3 i 64.5 h
French 10-year 0.16% 20.2 h 20.2 h 49.4 h
Italian 10-year 0.90% 23.6 h 23.6 h 36.1 h
Japanese 10-year 0.10% 0.2 h 0.2 h 7.6 h

Value
WTI Crude 63.58$ 7.47% h 7.47% h 31.04% h
U.S. Dollar 91.28 -2.09% i -2.09% i 1.49% h
Gold Spot 1,769 3.60% h 3.60% h -6.81% i
Commodity Index 90.36 8.29% h 8.29% h 15.77% h

Existing Home Sales MoM New Home Sales MoM Core Retail Sales

ISM Manufacturing Manufacturing Production

INTENDED FOR INSTITUTIONAL INVESTORS ONLY. The information included herein has been obtained from sources deemed reliable, but it is not in any way guaranteed, and it, together with any
opinions expressed, is subject to change at any time. Any and all details offered in this publication are preliminary and are therefore subject to change at any time. This has been prepared for
general information purposes only and does not consider the specific investment objectives, financial situation and particular needs of any individual or institution. This information is, by its very
nature, incomplete and specifically lacks information critical to making final investment decisions. Investors should seek financial advice as to the appropriateness of investing in any securities or
investment strategies mentioned or recommended. The accuracy of the financial projections is dependent on the occurrence of future events which cannot be assured; therefore, the actual results
achieved during the projection period may vary from the projections. Interest rate swaps and derivatives are offered and sold via Vining Sparks Interest Rate Products, LLC. The firm may have
positions, long or short, in any or all securities mentioned.  Member FINRA/SIPC.
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The March payroll report reflected broad strength in hiring, led by the 
hardest hit sectors; unemployment fell despite increased participation

New pandemic
high

Tightening supply and rising prices remain major 
themes for housing; new home sales surged to the 
fastest rate since 2006 after February's weather-

related decline

Services was the strongest since 1997; manufacturing was 
the strongest since 1983

$1,400 direct payments 
(ARP) boosted spending

Manufacturing recovered less than expected from 
February's weather-related slowdown; capital goods 

orders disappointed expectations
Monthly deficit was 
the widest on record

Base effects lifted YoY 
rates


