Economics WELLS

FARGO
Economic Indicator — April 22, 2021
Surge in LEI the Latest in a Run of Better-Than-Expected Data
Summary Economist(s)
March economic data came in strong and with a 1.3% monthly increase, the Leading Tim Quinlan
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services and manufacturing sectors saw record-breaking improvement over the month.
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Broadly-Based Increases Lift LEI

The 1.3% increase in the Leading Economic Index (LEI) was supported by broadly-based gains, as all
ten indicators showed improvement in March. For some of those components, the improvement was
significant. The biggest overall boost to the LEI was the 0.35 percentage point contribution from initial
jobless claims. Fewer people filing claims is good news for the economy, and first time jobless claims
finally dipped below 700K the third week in March. There is scope for this component to help lift LEI
next month as well, as claims have continued to trend lower so far in April. This morning, the four-week
moving average fell to 651K, the lowest since the start of the pandemic. After months of remaining
stubbornly high, this milestone hints at an improving labor market.

ISM new orders contributed 0.26 percentage points to the headline, as the index rose to 68 in March,
its highest in a little over 16 years. Manufacturing and services both had a stellar month, as the ISM
manufacturing index rose to a 37-year-high of 64.7 and the services index followed closely behind

at 63.7. While the ISM's survey-based measure for the manufacturing sector is a positive, supply
constraints have been affecting producers' ability to meet demand. That was evident in the core capital
goods measure, which was roughly flat on the month at 0.03%.

Coincident Index Sees More Muted Improvement

Perhaps an even better example of the supply chain problems was industrial production, which explains
the comparatively muted gain in the Coincident Economic Index. Many indicators in March surprised
on the upside, but industrial production was one of the few disappointing reports, with the March

gain not even large enough to offset the decline in the prior month, though it was sufficient to lift the
Coincident Index. The release of March's durable goods orders early next week should shed further
light on to what extent these supply chain disruptions affected orders.

The relative strength in the labor market reflected in the LEl was also evident in the coincident index.
The much better-than-expected improvement in nonfarm payrolls resulted in that component being
the largest contributing factor, lifting the coincident index to 0.6% monthly gain.
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Services Economy Is Coming Out of Hibernation

Consumer spending ramped up further on the goods side and there are indications that services
outlays grew as well. While the consumer goods orders line item of the LEl was flat over the month,
consumers are brimming with optimism, as seen in the consumer expectations component adding
0.11 percentage points, a rapid turnaround from the negative or flat contributions since the onset of
the pandemic. Consumer confidence climbed almost 20 points to 109.7 in March, its first above-100
print since fall of 2020.

The impressive March numbers should positively factor into PCE and GDP this first quarter, which is
admittedly sooner than we had initially expected. While the goods spending parts of the economy
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have done very well already, we are still at the beginning stages of the revival of the service sector. In
the next few months, this momentum should continue as the public health situation improves and as
businesses that were operating under capacity restrictions or begin to reopen to the broader public.

Consumer Confidence vs COVID Cases Real Personal Consumption Expenditures
Index; Monthly Average of Daily New-COVID Cases Actual Change from Q4-2019 through Q4-2020 & Forecast
145 oK 20% 20%
Forecast -
135 + 30K 5%+ | ee--====TT + 15%
125 + 60K 10% + _ - T 10%
eI
115 1+ 90K 5% 1 I Tt 1 5%
-, -7
td - s
4 ’,
105 + 120K 0% - 0%
P .
L - //
.
95 + 150K -5% + 7 + -5%
85 + 180K -10% + + -10%
—PCE
75 + + 210K -15% + — + -15%
—Confidence: Mar @ 109.7 (Left Axis) ° _ﬁg;?jt::reagzoggods °
—New COVID Cases: Apr @ 67K (Right Axis, Inverted) —Services
65 : : : : : : : 240K -20% : : -20%
Jan-20 Mar-20 May-20 Jul-20 Sep-20 Nov-20 Jan-21 Mar-21 Q4-2019 Q4-2020 Q4-2021 Q4-2022
Source: The Conference Board, Bloomberg LP and Wells Fargo Securities Source: U.S. Department of Commerce and Wells Fargo Securities

Economics | 3



Economic Indicator

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

Economics

The 2021 Annual Economic Outlook: Aftershocks and Divergence in the Post-Pandemic Economy is available at wellsfargo.com/economicoutlook

Via The Bloomberg Professional Services at WFRE

And for those with permission at research.wellsfargosecurities.com

Economics Group
Jay H. Bryson, Ph.D.
Mark Vitner

Sam Bullard

Nick Bennenbroek
Tim Quinlan
Azhar Igbal

Sarah House
Charlie Dougherty
Michael Pugliese
Brendan McKenna
Shannon Seery
Hop Mathews
Nicole Cervi

Sara Cotsakis

Coren Burton

4| Economics

Chief Economist

Senior Economist
Senior Economist
International Economist
Senior Economist
Econometrician

Senior Economist
Economist

Economist

International Economist
Economist

Economic Analyst
Economic Analyst
Economic Analyst

Administrative Assistant

(704) 410-3274
(704) 410-3277
(704) 410-3280
(212) 214-5636
(704) 410-3283
(212) 214-2029
(704) 410-3282
(704) 410-6542
(212) 214-5058
(212) 214-5637
(704) 410-1681
(704) 383-5312
(704) 410-3059
(704) 410-1437
(704) 410-6010

jay.bryson@wellsfargo.com
mark.vitner@wellsfargo.com

sam.bullard@wellsfargo.com

nicholas.bennenbroek@wellsfargo.com

tim.quinlan@wellsfargo.com
azhar.igbal@wellsfargo.com
sarah.house@wellsfargo.com
charles.dougherty@wellsfargo.com
michael.d.pugliese@wellsfargo.com
brendan.mckenna@wellsfargo.com
shannon.seery@wellsfargo.com
hop.mathews@wellsfargo.com
nicole.cervi@wellsfargo.com
sara.cotsakis@wellsfargo.com

coren.burton@wellsfargo.com


http://www.wellsfargo.com/economicsemail
http://wellsfargo.com/economicoutlook
https://research.wellsfargosecurities.com/

Surge in LEl the Latest in a Run of Better-Than-Expected Data Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission,
the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wells Fargo Securities, LLC, distributes this report directly and through
affiliates including, but not limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International
Limited, Wells Fargo Securities Europe S.A., Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC is registered with the Commodity Futures Trading Commission as a futures commission merchant and is a member in good standing of
the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodity Futures Trading Commission as a swap dealer and is a member in good
standing of the National Futures Association. Wells Fargo Securities, LLC and Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative
products, any of which may be discussed within this report.

The information in this report has been obtained or derived from sources believed by Wells Fargo Securities, LLC to be reliable, but Wells Fargo Securities, LLC does
not guarantee its accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that may result from the reliance by any person
upon any such information or upon any opinions set forth herein. Such information and opinions are subject to change without notice, are for general information
only and are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial product or as personalized investment
advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company. © 2021
Wells Fargo Securities, LLC

Important Information for Non-U.S. Recipients

For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment
firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”),
the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive
2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor
will the Financial Services Compensation Scheme be available. For recipients in the EEA, this report is distributed by WFSIL or Wells Fargo Securities Europe S.A.
(“WFSE”). WFSE is a French incorporated investment firm authorized and regulated by the Autorité de contréle prudentiel et de résolution and the Autorité des
marchés financiers. WFSE does not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). This report is not intended for, and should not be
relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5



	Important Disclosures

