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The “word of the week” in the U.S. financial markets last week was no doubt “inflation.”

I’m well aware I wrote an inflation blog last week, but how can you not address the 800-

pound gorilla in the room? In both the April CPI and PPI reports, the Bureau of Labor

Statistics seemed to be using language like “largest increase/advance since…” on

multiple occasions. That’ll get anyone’s attention!

What struck me as an interesting tidbit as the week came to a close was the “state of

the consumer.” Following the inflation fireworks, the markets received two different

reports that are directly related to the consumer sector of the economy: Retail Sales

and the University of Michigan’s Surveys of Consumers. 

Each of these releases contained something noteworthy. Let’s look at the Advance Retail

Sales report first. Following March’s upwardly revised surge of +10.7%, the April result

came in unchanged. This lower-than-projected performance appeared to reflect some

“payback” from the positive effects of the $1,400 stimulus checks that went out in

March, as well as some of the initial positive impact from the economic reopening. (FYI,

the latter point was evident in the CPI report as well.) 

Advanced Retail Sales

But does this mean consumer spending has stalled out? Not in our opinion—more than

likely, it’s just a pause. In fact, investors may have to get used to some uneven

monthly numbers over the next few months from a variety of economic indicators.

Remember, we’re in uncharted territory here. What is undeniably most important is the

dollar level of retail sales. As the graph clearly illustrates, consumer spending has

more than exceeded where it was at pre-pandemic, as overall retail sales is now $94

billion, or 18% above its February 2020 tally. 

You didn’t think I forgot about inflation, did you? Now to consumer sentiment.

Unexpectedly, consumer confidence actually fell during the first half of May. However,

it wasn’t due to a renewed bout of economic growth fears, but rather the direct result

of higher inflation fears. Once again, investors witnessed inflation-related numbers
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that highlighted “decade or multi-decade” references. 

Conclusion

I’m a big believer of not getting overly excited over one month’s worth of data.

However, inflation fears have a way of sometimes becoming a self-fulfilling prophecy. In

other words, if consumers are expecting higher inflation, they may adjust their spending

habits accordingly. Against this backdrop, reports such as the upcoming CPI will more

than likely take on a heightened importance and may have the potential to alter the bond

market’s Federal Reserve (Fed) outlook. Stay tuned...

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

Inflation : Characterized by rising price levels.

Core CPI : Long run trend in the price level that excludes items frequently subject to

volatile prices, like food and energy. Can also be known as, CPI ex-Food & Energy

Producer Price Index : weighted index of prices measured at the wholesale, or producer

level.
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