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The Effects of Delta's Spread Began to Appear in August Economic Data but a Dovish Taper Confirmation from Fed's Powell Kept Stocks Buoyant at Record Levels

August was full of developments on multiple fronts. After its national eviction moratorium expired at the end of July, the CDC issued a targeted moratorium through
October 3 for counties with “substantial” or “high” virus spread, a move later struck down by the Supreme Court. The Senate passed the bipartisan infrastructure bill with
broad support and advanced a $3.5 trillion budget blue print along party lines. The U.S. ended its 20-year military presence in Afghanistan following a chaotic and perilous
evacuation that resulted in the deaths of 13 American soldiers. Virus cases, hospitalizations, and deaths in the U.S. reached their highest levels since the back half of the
winter wave. There was, however, evidence late in the month of cases slowing in some of the worst hit areas and hospitalizations potentially leveling out. Notably, the
Pfizer-BioNTech vaccine became the first to receive full approval from the FDA and Moderna completed its submission in hopes to become the second. 

However, markets were more focused on economic trends and their potential impact on the expansion and Fed policy. July’s ISM reports were solid but mixed. A decline in
manufacturing was blamed on persistent supply-chain woes, not weaker demand, while services rose more than expected to a new record. More importantly, at least for
Fed policy, the 943k jobs added in July beat the 870k gain expected, helped out by 240k new public-sector jobs. While a seasonal adjustment to the education sector
accounted for most of those public-sector jobs and skewed the total gain higher, the broader details were encouraging. Private payrolls grew by a strong 703k.
Unemployment fell sharply from 5.9% to 5.4% despite a 0.1% increase in participation to 61.7%. Hours worked remained elevated and wage growth remained firm,
evidence of the unusually tight labor market; the JOLTS report showed job openings set another record of 10.1 million in June, a second month in which openings exceeded
the number of unemployed. From there, however, incoming data pointed to some deceleration in August, likely the result of the latest virus outbreak. Some alternative,
high-frequency data slowed, including certain mobility measures and restaurant reservations. Fewer travelers were checked at TSA checkpoints, although seasonality
played a part in the decline, and bookings at major U.S. airlines for Labor Day travel reportedly remained depressed from 2019 levels. These metrics were directionally
consistent with trends in more traditional datasets. Consumer spending slowed in July in both key reports, a fact pattern confirmed by card spending data from some of the
largest U.S. banks. More broadly, the latest survey data from regional Fed banks and Markit showed activity clearly cooling in August. The signs of weakness in the August
data led investors to rein in somewhat their probability assessments for a surprise tapering announcement from Fed Chair Powell in his Jackson Hole speech. 

Some speculated the strong jobs data and elevated inflation might provoke the Fed Chair to provide more explicit tapering guidance, in part because July's Minutes showed
“most” officials supported tapering asset purchases this year. Even Minneapolis President Kashkari, a prominent policy dove, said it was “reasonable” to expect tapering in
2021. Despite several Fed hawks lobbying in the hours leading up to Powell’s speech for a quick start to tapering bond purchases, the Fed Chair struck an overall dovish
tone. He did indicate support for tapering this year, citing inflation levels and “clear progress toward maximum employment” which was furthered by July’s solid jobs
report. However, he also issued an in-depth defense of his belief that strong inflation will prove transitory. Earlier that morning, the Fed’s preferred core PCE inflation
measure was reported up 0.3% in July, slower than June’s 0.5% gain, and steady at 3.6% YoY, the fastest since 1991. The CPI data released earlier in the month had shown
some moderation in several categories responsible for much of the recent heat, which helped pull the core CPI rate down from 4.5% to 4.3%. Additionally, Powell noted
there was “considerable remaining ground [to cover] to reach maximum employment” and stressed that tapering carried no signal for rate hikes, which he stressed have a
“substantially more stringent test.” While tapering is expected to begin this year, questions around the actual start date and tapering horizon were left unanswered and
appear to be heavily dependent on incoming labor data. Analysis of the next several jobs reports will be scrupulous. After Fed Chair Powell’s calming remarks, stocks
remained near record levels at the end of the month and the 10-year Treasury yield held its mild monthly increase.
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ISM Manufacturing Index dropped 
unexpectedly in July on persistent supply-
side issues (employment was better); 
conversely, the Services Index was 
surprisingly strong, hitting a record 64.1

Over the weekend, the debt ceiling 
was reinstated and the CDC's 
national eviction moratorium lapsed

Auto sales tumbled more 
than expected from 
15.4mm annualized units 
to 14.8mm in July (20.3% 
drop from April's peak)

CDC issued targeted 
eviction moratorium 

through Oct. 3 for areas 
with "substantial" or 

"high" virus spread

ADP's +330k 
payroll 
estimate was 
a big miss 
(+690k 
expected)

July's jobs gain of 943k beat expectations (870k) but was 
inflated by seasonal adjustment to education; still, details 
were solid: 2-mo. revision +119k; unemployment fell from 
5.9% to 5.4%; participation rose 0.1% to 61.7%; employment 
rate rose 0.4% to 58.4% (61.1% pre-pandemic); hours worked 
remained elevated; wage growth remained firm

Senator Manchin asked
Fed Chair Powell (in a 
letter) to begin 
tapering "immediately"

Job openings hit a new record 
of 10.1mm in June; second 
month of openings exceeding 
number of unemployed

Senate passed 
the bipartisan
infrastructure 
bill (69-30 vote)

CPI inflation remained 
elevated in July (5.4% 
headline, 4.3% core) 
but monthly changes 
showed moderation in 
some categories

Notably 
strong 
10-Year 
auction

Senate Democrats passed 
$3.5t budget blueprint 
they hope to use as basis 
for social spending plans

UM's prelim. August 
report showed 
consumer confidence 
plunged on broadly 
weaker fundamentals

Chaos erupted in 
Afghanistan over 
the weekend; 
Chinese economic 
data was weaker 
than expected

Biden administration reportedly planning to 
recommend booster shots 8 months after 
vaccination

Retail sales disappointed 
expectations in July, but remained 
elevated for a fifth month

Fed Dove Kashkari 
said "reasonable" to 
expect tapering to 
begin in 2021

July's Fed Minutes showed "most" 
officials support "proportionally" 
tapering bond purchases this year, 
but continued debate about more 
specific timing

Prelim. PMIs showed 
U.S. economic activity 
decelerated more than 
expected in August

FDA granted the 
Pfizer-BioNTech 
vaccine full 
approval for 16 
years and over

House advanced Senate's
$3.5t budget framework and 

plans to vote on the 
infrastructure bill on Sept. 27

Moderna completed BLA 
submission to the FDA for 
full approval of its vaccine

A deadly blast near the 
Kabul airport killed many, 
including 13 U.S. soldiers, 
as the situation in 
Afghanistan deteriorated

J&J said interim data 
showed strong
antibody response 
from its booster shot

Chair Powell indicated 
tapering is likely to begin 
this year; however, he 
stressed it carries no 
signal for rate hikes, 
deeply defended his 
belief that strong inflation 
will fade, and said the 
labor market still has 
"much ground to cover"

Ida made 
landfall in 
Louisiana; 
U.S. ended 
20-year 
military 
presence in 
Afghanistan
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Value
Dow Jones 35,361 1.22% h 2.49% h 15.53% h
S&P 500 4,523 2.90% h 5.24% h 20.41% h
Nasdaq 15,259 4.00% h 5.21% h 18.40% h

Stoxx Europe 600 471 1.98% h 3.98% h 18.01% h
China CSI 300 4,806 -0.12% i -8.01% i -7.78% i
Nikkei 225 28,090 2.95% h -2.44% i 2.35% h

Yield

U.S. 2-year 0.21% 2.5 h -3.9 i 8.8 h
U.S. 5-year 0.78% 8.7 h -11.2 i 41.6 h
U.S. 10-year 1.31% 8.7 h -15.9 i 39.6 h

German 10-year -0.38% 7.8 h -17.6 i 18.6 h
U.K. 10-year 0.71% 14.9 h -0.2 i 51.7 h
French 10-year -0.03% 7.5 h -15.6 i 30.8 h
Italian 10-year 0.71% 8.8 h -11.0 i 16.6 h
Japanese 10-year 0.03% 0.3 h -3.3 i 0.4 h

Value
WTI Crude 68.50$ -7.37% i -6.76% i 41.18% h
U.S. Dollar 92.63 0.49% h 0.21% h 2.99% h
Gold Spot 1,814 -0.03% i 2.46% h -4.46% i
Commodity Index 95.99 -0.30% i 1.53% h 22.97% h

Existing Home Sales MoM New Home Sales MoM Core Retail Sales

ISM Manufacturing Manufacturing Production Core PCE YoY

July
3.6%

Up 0.03%

June
-75.7B
-4.8B

July July
943k 5.4%

July
-1.0%

August
113.8

Down 11.3 pts

July
2.0%

Nonfarm Payrolls

Treasury Notes Intraday Ranges:  52-Week Yield Range / Monthly Yield Range / Last Traded Yield

Commodity Performance
MTD Change

(in bps)

QTD Change

Global Sovereign Debt Performance

Down 0.5%

July
1.0%

MTD Change QTD Change YTD Change

Consumer Confidence

(in bps)

Unemployment Rate

ISM Services

MTD Change QTD Change YTD Change
Global Stock PerformanceTreasury Month-Over-Month

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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0.0%

July
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July
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5-Year Treasury
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9/03/2020
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0.6% on 
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Even excluding seasonal skew related to education jobs, private 
payroll growth was strong; unemployment fell sharply, despite pick up 

in participation

Dropped much more 
than expected

Despite persistent headwinds, including another 
record annual price gain, home sales topped 

estimates in July

The Services index hit a record; supply-side woes continued 
to weigh on manufacturing

Retail sales dropped more 
than expected, but 
remained elevated

Manufacturing output beat estimates, largely on an unseasonably 
small decline in auto activity (still weak);  capital goods orders 

missed expectations (shipments were solid)

Expected 3.6%; fastest
since 1991


