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As we continue to be bombarded with headlines and news stories on a 24-7 basis,

sometimes it’s difficult to know what to focus on in terms of economic numbers. I’m sure

everyone has their favorite indicator to watch and comment on. But in our current

investment landscape, I think there are two data releases that investors should

gravitate toward: weekly jobless claims and the Consumer Price Index (CPI). What’s more,

the latest reports for these indicators seem to show the economy could be heading in the

right direction.

In these two data series investors have a forward-looking, or leading, indicator in

jobless claims, and one that former Federal Reserve (Fed) Chair Alan Greenspan used to

say is like looking in the rearview mirror, the CPI. In other words, they offer two

distinct perspectives on the economy. Perhaps more importantly, they carry the potential

to shape the rate outlook for the U.S. Treasury (UST) market.

Weekly Jobless Claims

Let’s take jobless claims first. This series is arguably the more important of the two

I’m discussing here. Not only is it part of the overall Leading Economic Index (LEI) ,

but it is also one of the most “real time” data snapshots we can get. The claims data

graph really sums this year up in a nutshell. Before the COVID-19-related shutdowns, the

number of claims was in the 200,000 to 250,000 range. Then the spike hit, bringing the

level up to an unprecedented level of almost 7 million in late March. The reverse V-

shaped decline took the figure down to about 1.5 million, where it stalled until the

last two weeks. Last week, the tally finally broke through the 1.0 million threshold for

the first time since March, coming in at 963,000.

U.S. CPI & U.S. CPI ex-Food and Energy
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How about inflation? For both the overall and core measures, the CPI data revealed a

measurable bounce back in July. In each instance, the inflation gauges posted their

highest year-over-year rates since March. I prefer to focus on the CPI, less food &

energy. In July, this core measure rose 0.4 percentage points to 1.6%, in effect ending

the descending trend that had been in place the last four months.

Conclusion

While these two data series offer rays of economic hope, both graphs underscore that

there’s still more “wood to chop” to get the U.S. economy back to its February footing.

Nevertheless, let’s take some good news when we can get it, right? The Treasury market

seemed to take notice, as the UST 10-year yield moved over 0.70%, as of this writing—a

20 basis point reversal after hitting its all-time low last week.

Unless otherwise stated, data source is Bloomberg, as of August 13, 2020.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

Treasury : Debt obligation issued by the U.S. government with payments of principal and

interest backed by the full faith and credit of the U.S. government.

China Leading Economic Index : In China, the Leading Index is used to forecast future

economic trends.

Inflation : Characterized by rising price levels.

Basis point : 1/100th of 1 percent.

WisdomTree BLOG ARTICLE

WisdomTree.com   1-866-909-WISE (9473)


	HEADING IN THE RIGHT DIRECTION

