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GOING OUT LIKE A LION

Kevin Flanagan — Head of Fixed Income Strategy
04/21/2021

Does anyone remember 1if Punxsutawney Phil, aka “the groundhog,” saw his shadow this
year? well, Tlet’s just say the “Economic Groundhog” did see its shadow, and we’re seeing
the U.S. data for March being robust-i.e., Q1 is “going out 1like a 1lion.”

Let’s Took at the Taundry Tlist of examples investors have seen thus far in the first
half of April:

e Total nonfarm payrolls rose by +916,000 in March, well above consensus forecasts,
and the breadth of the job gains was also robust, as goods-producing, services and
government all posted strong showings

o In a recurring theme, it appears that the 1ifting of pandemic-related
restrictions played a visible role as “leisure & hospitality” employment surged

e ISM Manufacturing rose to its highest level since 1983

e ISM Services rose to its highest level EVER!

o This 1is an 1important development because the service sector was hit
disproportionately hard from the pandemic lockdowns

e Consumer confidence surged to its best showing since last March

e Although this data was for the week of April 10, the stubbornly high jobless claims
figure dropped to its lowest reading since the pandemic-related spike in March of

last year
e Finally, Retail Sales surged 9.8% and is now well above its pre-pandemic Tevels (see
below)
o Once again, “re-openings” and the $1,400 stimulus checks were key supporting
factors
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Source: 5t. Louis Fed, as of 4/15/21.

what does it all mean, you might ask? well, instead of the expected “soft patch” for the
U.S. economy 1in Q1 that was being projected just a couple of months ago, real GDP
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estimates for the opening three months of the year are now being revised upward to
potentially reveal explosive growth. Indeed, some estimates are now moving toward the
+10% threshold!

Interestingly, there could be some discussion regarding growth being “pulled forward” at
the expense of the second half of this year. In my opinion, while there could be some of
this effect at work, the momentum appears to be in place to keep the robust recovery
moving ahead for the remainder of 2021 as well. Admittedly, any news on the pandemic-
related front needs to be monitored closely, and unfortunately, it could alter our base
case recovery outlook in the case of any potential negative developments. However, if
the vaccine rollout process and “re-openings” continue, combined with unprecedented fisc
al and monetary policy stimulus, the foundation for “above pre-pandemic trend” growth
appears to be in place.

conclusion

The other piece of this puzzle 1is inflation. This topic is already being debated, and
I'1T weigh in on it in an upcoming blog post in the not-too-distant future. Here’s a
Tittle taste:

e Year-over-year March Producer Price Index (PPI) increased 4.2%, its highest reading
since 2011

e The March Consumer Price Index (CPI) report, +2.6% year-over-year and up nearly a
full percentage point from February, Tooks to be the beginning of a run of higher
inflation readings in the months ahead

Unless otherwise stated, all data sourced is Bureau of Labor Statistics, Census
Bureau, as of 4/16/21.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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.

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors 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 1investments 1in 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 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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

Real growth : Refers to the rate of economic growth with the inflation rate subtracted
from it.

Fiscal Policy : Government spending policies that influence macroeconomic conditions.
These policies affect tax rates, interest rates and government spending, in an effort to
control the economy.

Monetary policy : Actions of a central bank or other regulatory committee that
determine the size and rate of growth of the money supply, which in turn affects
interest rates.

Inflation : Characterized by rising price levels.

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

Consumer Price Index (CPI) : A measure that examines the weighted average of prices
of a basket of consumer goods and services, such as transportation, food and medical
care. The CPI is calculated by taking price changes for each item in the predetermined
basket of goods and averaging them; the goods are weighted according to their
importance. Changes in CPI are used to assess price changes associated with the cost of

Tiving.
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