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Consumer Components in Need of Context  

The Leading Economic Index (LEI) increased 0.7% in October, following the 

moderate growth we have seen over the past few months. The increase might 

have been larger had the headline not been dragged down by the weak 

performance of the consumer-side components. Consumer expectations and 

goods orders both came in essentially flat in October. Despite strong 

consumer spending this summer, consumer expectations have remained 

lackluster since the pandemic started. 

The softening in some of these consumer lines is not surprising. As we have 

noted in our retail sales report, the most recent indicator releases have 

hinted at a slowing pace of goods purchases, but upward revisions to sales 

figures for the summer months amplify the strong spending we saw  

mid-year. From May to July, the consumer goods orders component rose an 

average of 0.62% month-over-month, as there was a boom in purchases of 

“Summer Recreation” products.  

With stimulus support fading away for consumers, and with the virus case 

counts on the rise again, there are worries about whether or not consumer 

spending can hold up. The housing market has been a recent bright spot, and 

although housing starts rose in October, building permits did not budge, 

resulting in a drag on the LEI. Core capital goods ex-air new orders was also 

slightly dragged down the headline figure but still looked strong at 1.0% 

month-over-month in September. 

ISM New Orders and Initial Claims in the Spotlight 

The headline reading was propped up mostly by the ISM New Orders and 

average weekly claims components at 0.25% and 0.20%, respectively. The 

average weekly claims line has an inverse relationship with initial jobless 

claims, so it increases when initial claims fall. That said, while initial claims 

have fallen dramatically over the past few months, after being up past one 

million in mid-August, the increase to LEI from the average weekly claims 

line is a bit of a head-fake. Unprecedented losses in the labor market were a 

major drag on LEI in March and April. 

On balance, we are not yet out of the woods in terms of the labor market 

struggles as this morning’s increase in jobless claims to 742K in the second 

week of November attest.  

The increase in ISM new orders was the largest overall boost. Since June, 

this component has positively contributed to the headline index, and the ISM 

new orders index soared to 67.9 in October, the highest reading since 2004. 

Coming out of a volatile few weeks surrounding the election, the stock prices 

component added just 0.06% over the month. The post-election rebound 

earlier this month has faded as COVID worries are once again rattling nerves 

on Wall Street. 

 

 

 

 

 

Source: The Conference Board, U.S. Department of Labor, Institute of Supply Management and Wells Fargo Securities 
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LEI Signals Momentum Heading Into Latest Outbreak 
The Leading Economic Index rose 0.7% in October, boosted by a jump in ISM new orders and a drop in jobless 
claims. The softening of consumer components highlights some rough waters ahead as case counts rise. 

mailto:tim.quinlan@wellsfargo.com
mailto:sara.cotsakis@wellsfargo.com
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/5/b7b10e11-e02a-4c5c-b636-ceb26ffa68b4.pdf


 

 

Wells Fargo Securities Economics Group 

 

Jay H. Bryson, Ph.D. Chief Economist (704) 410-3274 jay.bryson@wellsfargo.com 

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com 

Sam Bullard Senior Economist (704) 410-3280 sam.bullard@wellsfargo.com 

Nick Bennenbroek International Economist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com 

Tim Quinlan Senior Economist (704) 410-3283 tim.quinlan@wellsfargo.com 

Azhar Iqbal Econometrician (212) 214-2029 azhar.iqbal@wellsfargo.com 

Sarah House Senior Economist (704) 410-3282 sarah.house@wellsfargo.com 

Charlie Dougherty Economist (704) 410-6542 charles.dougherty@wellsfargo.com 

Michael Pugliese Economist (212) 214-5058 michael.d.pugliese@wellsfargo.com 

Brendan McKenna International Economist (212) 214-5637 brendan.mckenna@wellsfargo.com 

Shannon Seery Economist (704) 410-1681 shannon.seery@wellsfargo.com 

Jen Licis Economic Analyst (704) 410-1309 jennifer.licis@wellsfargo.com 

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com 

Nicole Cervi Economic Analyst (704) 410-3059 nicole.cervi@wellsfargo.com 

Sara Cotsakis Economic Analyst (704) 410-1437 sara.cotsakis@wellsfargo.com 

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com 

     
Wells Fargo Securities Economics Group publications are produced by 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 these publications directly and through subsidiaries 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 Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.  
Wells Fargo Securities, LLC. is registered with the Commodities 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 Commodities 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 
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions. Wells 
Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and revenue of 
the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general information 
use only. Wells Fargo Securities, LLC does not guarantee their 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 opinions. 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 sales of any security 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 © 2020 Wells Fargo Securities, LLC. 

Important Information for Non-U.S. Recipients 

For recipients in the EEA, 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. This report is not intended for, and should not be relied upon by, retail clients. 

 
SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 


