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First of all, a warning

* Larry Summers on U.S. economic
outlook, March 2020
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33% odds of stagflation
33% odds of recession
33% rapid growth, no surge in inflation

https://www.bloomberg.com/news/articl
es/2021-03-20/summers-says-u-s-facing-
worst-macroeconomic-policy-in-40-
vears?srnd=premium&sref=cv51C530



https://www.bloomberg.com/news/articles/2021-03-20/summers-says-u-s-facing-worst-macroeconomic-policy-in-40-years?srnd=premium&sref=cv51C53O

First of all, a warning

* Larry Summers on U.S. economic outlook,
March 2020

33% odds of stagflation
33% odds of recession

33% rapid growth, no surge in inflation

https://www.bloomberg.com/news/articles/2

021-03-20/summers-says-u-s-facing-worst-
macroeconomic-policy-in-40-
years?srnd=premium&sref=cv51C530

Not only is that not a forecast, but all three
hedges turned out wrong.
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First of all, a warning

* Larry Summers on U.S. economic outlook, March
2020
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33% odds of stagflation
33% odds of recession
33% rapid growth, no surge in inflation

https://www.bloomberg.com/news/articles/2021-03-
20/summers-says-u-s-facing-worst-macroeconomic-
policy-in-40-years?srnd=premium&sref=cv51C530

Not only is that not a forecast, but all three hedges
turned out wrong.

Goldman’s rule: “Nobody knows anything... Every time
out it's a guess and, if you're lucky, an educated one.”
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* Inflation! FRED -~/ — consumer Price Index for All Urban Consumers: Al Items In U.S. City Average O %
— Consumer Price Index for All Urban Consumers: All ltems Less Food and Energy in U.5. City Average = N
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https://fred.stlouisfed.org/graph/?g=Jxwc

Where is it coming from?

FRED .~/ — personal consumption Expenditures: Services

— Personal Consumption Expenditures: Goods
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https://fred.stlouisfed.org/graph/?g=JGOf
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FRED -~/ — personal consumption expenditures: Services: Health care — )
— Personal consumption expenditures: Services: Food services and accommodations (& %
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Shaded areas indicate U.5. recessions. Source: .5, Bureau of Economic Analysis myf.red/g/|CzR



https://fred.stlouisfed.org/graph/?g=JCzR
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Shaded areas indicate U.5. recessions. Source: U5 Bureau of Labor Statistics myf.red/ g/ xyP



https://fred.stlouisfed.org/graph/?g=JxyP

So | am still on team transitory!
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GDP growth is healthy. This was not a recession

FRED .~/ — crossDomestic Product
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https://fred.stlouisfed.org/graph/?g=JxwA
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https://fred.stlouisfed.org/graph/?g=JxwS
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https://fred.stlouisfed.org/graph/?g=Jxxz

The curious case of the self-employed

FRED ./ — employment Level - All Industries Self-Employed, Unincorporated
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https://fred.stlouisfed.org/graph/?g=Jxy2

Quits are up. And why not?
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FRED .+ — quits:Total Nonfarm
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https://fred.stlouisfed.org/graph/?g=JEw3

And so yes, wages are rising

FRED .4/ — Average Hourly Earnings of All Employees, Total Private
— Average Hourly Earnings of All Employees, Leisure and Hospitality

— Average Hourly Earnings of All Employees, Manufacturing
— Average Hourly Earnings of All Employees, Retail Trade
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https://fred.stlouisfed.org/graph/?g=JDuI

A universal acceleration of trend in home prices

FREn »£4 — All-Transactions House Price Index for Anaheim-Santa Ana-Irvine, CA (MSAD), Q1 1995=100
— All-Transactions House Price Index for Detroit-Dearborn-Livonia, MI (MSAD), Q1 1995=100
— AlFTransactions House Price Index for the United States, Q1 1995=100
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https://fred.stlouisfed.org/graph/?g=JCLs

Not a bubble

US and LA/OC rents
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The demand is there.

School of Business
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FRED -4/ — Rental vacancy Rate in the United States
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https://fred.stlouisfed.org/graph/?g=INDn

The supply is (still) not

FRED -4/ — NewPrivate Housing Units Authorized by Building Permits for Califomia
— Mew Private Housing Structures Authorized by Building Permits for Los Angeles-Long Beach-Anaheim, CA
(M5A)
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https://fred.stlouisfed.org/graph/?g=JDvt

Where is the demand coming from?
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* Investors account for an increasing share of home purchases

* Has this accelerated home prices? Probably not the main cause.
* Fears of residential market monopoly are vastly overblown

* Millions of people now want to live apart from [parents, roommates]
* Pandemic fears
* Work from home




What will happen with interest rates?

FRED 2/ — Market Yield on U.s. Treasury Securities at 3-Month Constant Maturity
— 30-Year Fixed Rate Mortgage Average in the United States
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https://fred.stlouisfed.org/graph/?g=JCHy

Retail, going sideways

FRED .~/ — e-commerce Retail Sales as a Percent of Total Sales
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https://fred.stlouisfed.org/graph/?g=JskI
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Q3 retail net absorption hits highest level in years
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Office market still troubled, but perhaps stabilizing
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U.S. Office Market: Supply, Demand & Vacancy

40 15
30

13
, [ I r I o

-10 I

12
-20
-30 .
-40

50 10
Q42018 Q12019 Q22019 Q32019 Q42019 Q12020 Q22020 Q32020 Q42020 Q12021 Q22021 Q32021

Millions SF
Vacancy %

I Absorption (MSF) B New Supply (MSF)  =——Vacancy Rate (%)

Source: Colliers




What is left to say about industrial real estate?
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