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Coincident Economic Index
Conference Board’s Coincident Economic Index (black) and NBER recessions

Source: © Merk Investments, Bloomberg

Analysis: This chart clearly shows the recent slowing momentum in the recovery. The initial snapback in the economy post-lockdown has
naturally slowed. And the recovery may remain subdued until a vaccine has been distributed. The Conference Board’s Coincident Economic
Index aggregates payrolls, industrial production, personal income, and manufacturing sales. It does a good job of indicating recession end points,
i.e., when the index inflects upward after a multi-month decline. The index turned up in May. In hindsight, NBER’s official recession could be just
Feb, March, and April. The end month of the recession has not been announced yet.
NBER: https://www.nber.org/cycles.html
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U.S. Leading Economic Indicators (LEIs) Index
Conference Board’s LEI Index and YoY Rate of Change

Source: © Merk Investments, Bloomberg

Analysis: The LEI index further increased in August (for the fourth consecutive month). The move higher continues to be confirmed by the OECD U.S.
leading index. As I noted previously, this will likely be the first time the LEIs failed to signal an imminent recession (given the positive picture for the Feb
LEIs). That speaks to the sudden exogenous shock nature of the current Covid19 pandemic/shutdown. Framework: I’d get negative if the YoY rate of
change moved lower again.
Conference Board LEI release: https://conference-board.org/pdf_free/press/US%20LEI%20-%20Tech%20Notes%20SEPTEMBER%202020.pdf
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U.S. Yield Curve Steepness
(10yr yield – 3mo yield)

Source: © Merk Investments, Bloomberg

Analysis: Yield curve steepness is little changed over the past month. The 10yr-3m yield curve had inverted (meaning the 3-month yield was higher
than the 10-year yield) from May to October 2019 and again in Q1 2020. 10yr-3m inversion has historically been a strong recession indicator (with
recessions historically starting 6-18 months after initial inversion). In hindsight, this may be one of the only leading indicators that “predicted” the current
recession. Chart Framework: I’d get incrementally negative on this picture if the yield curve flattens again, likely meaning lower long end rates. The
short-end is likely to remain near zero for some time as the Fed has committed to keeping rates low.
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U.S. PMIs
Manufacturing and Non-manufacturing (aka Services) PMIs (Purchasing Managers Index)

Source: © Merk Investments, Bloomberg

Analysis: U.S. Manufacturing PMI ticked down in September. But both manufacturing and services PMIs remain well above 50.
PMI is a diffusion index, meaning it’s a cross-sectional way to analyze incremental changes among various time-series. It aggregates multiple indicators
by examining whether they are getting better or worse relative to the prior month but ignores the magnitude of the change. Chart Framework: I’d get
incrementally negative on the business cycle outlook if the manufacturing PMI moved back below 50.
ISM Report: https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-business/pmi/september/
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Global Manufacturing PMIs
Largest twelve global economies’ Manufacturing PMIs (Purchasing Managers Index)

Source: © Merk Investments, Bloomberg

Analysis: Global economic momentum as measured by manufacturing PMIs was mostly positive over the past month. Ten of the twelve readings
remain above 50 (with an average of 54.3, up from an average of 53.4 last month). Only Russia and Japan remain below 50. Given my
framework I’m currently positive on this picture. Chart Framework: I’d get negative on this picture if a majority of Mfg PMIs move back below 50.
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Job Gains
The Net Monthly Change in Non-farm Payrolls (grey) with 3-month Moving Average (black)

Source: © Merk Investments, Bloomberg

Analysis: The September jobs report showed net job gains of 661k—the fifth consecutive month of gains. Overall it was a mixed report. The labor
force participation rate decreased but hours per week increased. Notably, private payrolls increased by 877k and manufacturing jobs by 66k.
Framework: I’d get incrementally negative on this picture if the 3-month moving average fell below 150k.
Latest Jobs Report: https://www.bls.gov/news.release/empsit.nr0.htm
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U.S. Unemployment Momentum
U-3 Rate and U-3 12 month Moving Average

Source: © Merk Investments, Bloomberg

Analysis: The unemployment rate fell further: from 8.4% to 7.9%. The spread between the unemployment rate (black) and its 12-month moving
average (grey) continues to narrow (see additional charts section). The decline was made easier by a decline in the participation rate (not a good
sign). Chart Framework: I’d get incrementally negative if the spread between the unemployment rate and its 12m MA widened.
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SF Fed Leading Unemployment Rate (U-3) Model
Replica of San Francisco Fed Model* (grey) and U-3 Unemployment Rate (black)

Source: © Merk Investments, Bloomberg

Analysis: The SF Fed unemployment rate model (grey line) continues to support the decline in the U-3 unemployment from the official jobs
report. Chart Framework: I’d get incrementally negative on the business cycle outlook if the SF Fed model line inflected back up.
*The SF Fed identified six indicators they believe are predictors of future developments in the unemployment rate: insured unemployment rate,
initial claims, capacity utilization, the jobs gap, the ISM manufacturing index, and private payroll employment growth. The model creates an
average Z-score of these six indicators. For reference see the San Francisco Fed Paper
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U.S. Labor Market Slack
Natural Rate of Unemployment (CBO est.) – Actual Rate of Unemployment

Source: © Merk Investments, Bloomberg

Analysis: The estimated natural rate of unemployment is well below the current unemployment rate (4.4% estimate – 7.9% current reading),
indicating a large amount of labor market slack. In other words, it will likely take years before the economy is “running hot” again. I’m currently
positive on this chart. Chart Framework: I’d get incrementally negative on the outlook medium/longer term above zero.
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U.S. GDP Output Gap
Actual GDP minus Potential GDP (CBO est.)

Source: © Merk Investments, Bloomberg

Analysis: The sharp Covid contraction has created a large output gap. This may lead to a long economic recovery/expansion back to full
potential. Chart Framework: I’d get incrementally negative on the outlook medium/longer term with the output gap positive (i.e., above zero).
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Atlanta Fed GDPNow GDP Forecast
GDPNow Forecast and the official QoQ SAAR from BEA

Source: © Merk Investments, Bloomberg

Analysis: The Atlanta Fed GDP forecast was fairly accurate for Q2, which came in at -32.9% (annualized). The Q3 GDP forecast is currently
around +35% (again, that’s an annualized number).
Atlanta Fed GDPNow report: https://www.frbatlanta.org/-/media/documents/cqer/researchcq/gdpnow/RealGDPTrackingSlides.pdf
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U.S. Household Credit Cycle
Percent of Household Debt that is Delinquent (3 quarter and 6 quarter moving averages)

Source: © Merk Investments, Bloomberg

Analysis: The Q2 2020 data again showed a decline in delinquency rate. The latest data has been counterintuitively skewed: “Aggregate
delinquency rates dropped markedly in the second quarter, reflecting an uptake in forbearances (provided by both the CARES Act and voluntarily
offered by lenders), which protect borrowers’ credit files from the reporting of skipped or deferred payments. Note that accounts in forbearance
might be categorized as delinquent on the lender’s book, but typically as current on the credit reports.” – NY Fed Report.
NY Fed Report: https://www.newyorkfed.org/medialibrary/interactives/householdcredit/data/pdf/HHDC_2020Q2.pdf
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U.S. Consumer Confidence
Michigan Consumer Sentiment and Conference Board Consumer Confidence

Source: © Merk Investments, Bloomberg

Analysis: Both consumer confidence readings improved in September. But both are still down YoY. Chart Framework: I’d get incrementally
positive if both measures start trending higher on a YoY basis.
Conference Board: https://www.conference-board.org/data/consumerconfidence.cfm
U Mich: http://www.sca.isr.umich.edu
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Bank Lending Standards
Senior Loan Officer Opinion Survey (SLOOS): Net % of Respondents that are Tightening Lending Standards for Commercial and Industrial (C&I) Loans

Source: © Merk Investments, Bloomberg

Analysis: Data from the Fed’s Senior Loan Officer Opinion Survey suggest bank lending standards again tightened materially in the three months
ending July 31st. Since the onset of the pandemic, the Fed has created several programs to encourage banks to continue providing credit to
businesses and households, but banks are tightening anyway. The current picture is negative. Chart Framework: I’d get incrementally positive on
the business cycle outlook if the percent of respondents reporting tightening lending standards starts declining. It’s worth noting that this data
only comes out quarterly.
Fed SLOOS: https://www.federalreserve.gov/data/documents/sloos-202007-fullreport.pdf
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High Yield Spread
U.S. High Yield Spread with Trend Line

Source: © Merk Investments, Bloomberg

Analysis: The high yield credit spread has declined sharply since its 2020 peak on March 23rd at 10.88. It has come down in large part due to
various Fed programs aimed at backstopping credit markets. The spread has remained below its recent high. Chart Framework: I’d get
incrementally negative on the business cycle outlook if the spread moved back above 5.
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U.S. Building Permits
U.S. Building Permits and 12-month Moving Average (thousands)

Source: © Merk Investments, Bloomberg

Analysis: Monthly building permits have bounced back and have moved back above the 12-month moving average. Framework: I would get
negative if building permits moved back below the 12-month moving average.
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Checklist
Chart

Time Horizon

Per Framework Outlook on Business Cycle

LEIs

Short/Medium Term

Positive

Yield Curve

Medium Term

Positive

U.S. PMIs

Short/Medium Term

Positive

Global PMIs

Short/Medium Term

Positive

Job Gains

Medium Term

Positive

U-3 v 12m MA

Medium Term

Positive

SF Fed U-3

Medium Term

Positive

Labor Market Slack

Medium/Longer Term

Positive

Output Gap

Medium/Longer Term

Positive

GDP Nowcast

Short Term

Positive

Household Credit

Medium Term

Neutral

U.S. Consumer Confidence

Short/Medium Term

Negative

Lending Standards

Medium Term

Negative

High Yield Spread

Short/Medium Term

Positive

U.S. Building Permits

Medium/Longer Term

Positive

Time Horizon

Overall Outlook on Business Cycle

Short Term (<6 months)

Positive with high uncertainty

Medium/Longer Term (6m - 5 years)

Positive with medium uncertainty
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Conclusion/Thoughts
Momentum in the recovery continues to slow. Further fiscal relief for certain segments of the economy will be required to continue
to bridge the pandemic-driven economic shortfall. A new relief bill is coming, the questions are size, composition, and timing.
On the health front, the pandemic is ongoing. Cases in the U.S. and Europe are rising. And while progress towards a vaccine is
being made (Pfizer, Johnson and Johnson, Moderna, and AstraZeneca are all in phase 3 trials), FDA approval and distribution will
take a few more months at least. So the fiscal relief bridge to get to the other side of the pandemic needs more length. Of course
the economy is not going back to exactly where it was. As always, the economy is evolving through technological innovation and
creative destruction. And Covid19 has been an accelerant to that evolution.
Turning to the election, for what it’s worth betting markets put a 66% chance on Democrats taking the Senate and an 86% chance
on Democrats retaining the House, which means a 57% chance of a Democrat controlled Congress (i.e., majorities in both the
House and Senate). Betting markets currently put a 61% chance on a Biden victory. Nate Silver’s prediction models at
FiveThirtyEight put an 81% chance on a Biden win. And Biden’s lead in the national polls is higher than Clinton’s was at this
time in the 2016 election (9.2 vs 6.0). But the 2016 outcome demonstrated that polls and betting markets need to be interpreted
with caution.
The general consensus is that a Democratic sweep would lead to higher taxes (to varying degrees on capital gains, corporate, and
income taxes) and increased fiscal spending, with a focus on infrastructure. There might also be a lessening of international trade
tensions. Some reports suggest that Fed governor Lael Brainard would be Biden’s pick for Treasury Secretary (largely considered
to be a moderate choice).
The initial snapback in the economy post-lockdown has naturally slowed. And the recovery may remain subdued until the vaccine
distribution phase. Any steep drop off in real economic activity related to the virus will likely be met with a fiscal relief backstop. Big
picture, the data continues to suggest we are in the early stages of a new economic expansion—one that will inevitably have
bumps along the way.
Nick Reece, CFA

Additional Charts
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Federal Govt Debt to GDP
Long term chart of Federal Govt Debt to GDP with latest CBO Projection

Percent Debt/GDP

“In CBO’s projections, federal debt held by the public
surpasses its historical high of 106 percent of GDP in 2023
and continues to climb in most years thereafter. In 2050, debt
as a percentage of GDP is nearly 2.5 times what it was at the
end of last year.“ - Congressional Budget Office

Source: Bloomberg, CBO, © Merk Investments LLC

Analysis: U.S. government debt is projected to increase dramatically in the coming decades. This chart ties into discussions on the related topics of: modern
monetary theory, helicopter money, functional finance, Bernanke’s “money-financed-fiscal programs” (MFFPs), “QE for the people,” universal basic income,
Richard Koo’s “balance sheet recession,” Dalio’s debt jubilee, debt monetization, perpetual zero coupon bonds, central-bank debt swaps, and Krugman’s trillion
dollar coin. In my view these discussions are likely to materialize into new fiscal and monetary policy tools and co-operation in future economic downturns, at the
effective lower bound of interest rates.

Bernanke’s Helicopter Money (MMT) Proposal
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Given that we are back to the effective lower bound on central bank interest rates, I’ve condensed through a thread of direct excerpts the key
points from Bernanke’s 2016 piece on how to put helicopter money in practice: https://www.brookings.edu/blog/ben-bernanke/2016/04/11/what-tools-does-thefed-have-left-part-3-helicopter-money/

“There are limits to how far the Fed or any central bank can depress interest rates... fiscal policy provides a potentially powerful alternative—
especially when interest rates are “stuck” near zero… However, in recent years, legislatures in advanced industrial economies have for the most part
been reluctant to use fiscal tools, in many cases because of concerns that government debt is already too high…
Milton Friedmanʼs idea of money-financed (as opposed to debt- financed) tax cuts—“helicopter money” has influential advocates... helicopter
money could prove a valuable tool… In particular when more conventional monetary policies are ineffective and the level of government debt is high...
However, as a practical matter, the use of helicopter money would involve some difficult issues of implementation… [Including] the challenge of
achieving the necessary coordination between fiscal and monetary policymakers, without compromising central bank independence or long-run fiscal
discipline…
A “helicopter drop” of money is an expansionary fiscal policy—an increase in public spending or a tax cut— financed by a permanent increase
in the money stock... I will call such a policy a Money-Financed Fiscal Program, or MFFP… unlike standard fiscal programs, the increase in the deficit
is not paid for by issuance of new government debt to the public. Instead, the Fed credits the Treasury with $ in the Treasuryʼs “checking account” at
the central bank, and those funds are used to pay for the new spending and the tax rebate... the appealing aspect of an MFFP is that it [is] extremely
likely to be effective—even if existing government debt is already high and/or interest rates are zero or negative...
Unlike debt-financed fiscal programs, a money-financed program does not increase future tax burdens… when a spending increase or tax cut
is paid for by debt issuance, as in the standard case, future debt service costs and thus future tax burdens rise. To the extent that households today
anticipate that increase in taxes—or if they simply become more cautious when they hear that the national debt has increased—they will spend less
today, offsetting some of the program's expansionary effect... In contrast, a fiscal expansion financed by money creation does not increase the
government debt or households' future tax payments and so should provide a greater impetus to household spending... Some have suggested an
alternative approach in which the central bank prints money and gives it away—so-called “peopleʼs QE.” From a purely economic perspective, peopleʼs
QE would indeed be equivalent to a money-financed tax cut... The problem with this policy, which would certainly be illegal in most or all jurisdictions, is
not its economic logic but its political legitimacy... The distribution of what are effectively tax rebates should be subject to legislative approval, not
determined unilaterally by the central bank...
The most difficult practical issues surrounding MFFPs involve their governance—who decides, and how?… MFFPs would seem to require
close coordination of the legislature and the central bank... To the extent that that coordination is successful, some worry, it might put at risk the longerterm independence of the central bank… the option of using money finance might be a “slippery slope” for legislators, who might be tempted to use it to
facilitate spending or tax cuts when such actions no longer make macroeconomic sense... So, how could the legislature and the central bank play
their appropriate roles in managing a joint monetary-fiscal operation, without endangering central bank independence or falling down a slippery slope
of unconstrained monetary finance of fiscal spending or tax cuts?…
A possible arrangement, set up in advance, might work as follows: Ask Congress to create, by statute, a special Treasury account at the
Fed, and to give the Fed (specifically, the Federal Open Market Committee) the sole authority to “fill” the account, perhaps up to some prespecified
limit… At almost all times, the account would be empty; the Fed would use its authority to add funds to the account only when the FOMC assessed that
an MFFP of specified size was needed to achieve the Fedʼs employment and inflation goals... the next step would be for the Congress and the
Administration—through the usual, but possibly expedited, legislative process—to determine how to spend the funds (for example, on a tax rebate or
on public works)…
This arrangement would effectively leave to the Fed the responsibility of conducting the technical analysis of whether an MFFP is needed
to achieve the Fedʼs mandated goals, and of determining the corresponding amount of money to be created… Those conditions would help preserve
the Fedʼs policy independence and limit the ability of Congress to use monetary financing opportunistically... under certain extreme circumstances—
sharply deficient aggregate demand, exhausted monetary policy, and unwillingness of the legislature to use debt-financed fiscal policies—such
programs may be the best available alternative... It would be premature to rule them out...” – Ben Bernanke
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U.S. Monthly Employee Income + Government Benefits
Total Income + Benefits (black) and Recession (blue bands)

Source: © Merk Investments, Johns Hopkins, Bloomberg

Analysis: With some fiscal relief rolling off total income is back to its long-term trend line. The fine line that fiscal policy makers need to walk is
bridging the gap to the other side of this pandemic (which isn’t over) and at the same time not disincentivizing workers from returning to work
where possible. Policy relief had arguably overcompensated for the loss of income (in the aggregate). The nature of the support up to this point
has likely had a large fiscal multiplier, given that it’s been targeted at lower income households where the stimulus money is immediately spent in
the economy. Right now, the next round of fiscal relief is still be negotiated in Congress.
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ECRI Weekly LEI
Economic Cycles Research Institute’s Weekly U.S. Leading Index

Source: © Merk Investments, ECRI, Bloomberg

Analysis: ECRI’s weekly U.S. leading index bottomed on March 29th and has generally been moving sharply higher since. It ticked down last
week. In the GFC this bottomed on March 8th, 2009. There were fears of a “double dip recession” in 2010 and 2011, and indeed there were
slowdowns within the ongoing economic recovery, but the expansion continued for the decade.
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U.S. COVID19 Confirmed New Cases per Day
U.S. Covid19 Confirmed New Cases per day with 7-day Moving Average (black)

Source: © Merk Investments, Johns Hopkins, Bloomberg

Analysis: Nationwide new confirmed cases have been trending up now over the past month.
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U.S. COVID19 Deaths per Day
U.S. Covid19 deaths per day with 7-day Moving Average (black)

Source: © Merk Investments, Johns Hopkins, Bloomberg

Analysis: Nationwide daily deaths have remained relatively low (in comparison to new confirmed cases) and have been trending down over the
past couple months.
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Mobility Tracker
US Mobility Tracker (from Dallas Fed)

Source: © Merk Investments, Bloomberg

Analysis: The Dallas Fed mobility tracker suggests mobility is still about 35% below pre-Covid levels.
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Presidential Election Polls
2020 Biden v Trump Poll Differential (black) and 2016 Clinton v Trump Poll Differential (grey)

Source: © Merk Investments, Bloomberg

Analysis: Biden’s lead in the national polls is higher than Clinton’s was at this time in the 2016 election cycle.
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Restaurants
OpenTable Seated Diners in U.S. YoY

Source: © Merk Investments, OpenTable, Bloomberg

Analysis: OpenTable is a popular app that lets you book dinner reservations. The above chart show the YoY % change in seated diners
(meaning people actually sitting at tables). It declined 100% from Feb to March. And is now coming back—the comeback has flattened out
recently. This continues to be a good real-time monitor of one of the hardest hit parts of the economy.
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Air Travel
Thousands of U.S. Airport travels per day

Source: © Merk Investments, TSA, Bloomberg

Analysis: This chart shows TSA traveler throughput at airports. It went from 2.3 million per day in early March down to 88 thousand at the low in
mid-April. Air travel is slowly coming back, 745k on the 7-day MA, up from 722k in last month’s report.
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NYC Subway Rides
Daily MTA Turnstile Entries in Manhattan

Source: © Merk Investments, Johns Hopkins, Bloomberg

Analysis: This chart shows daily MTA turnstile entries in Manhattan, a real-time metric for one of the hardest hit parts of the country. It went from
a 7-day average of 2.5 million riders in late February to only 79 thousand at the low in mid-April. This has increased to 618k for the latest 7-day
moving average. I would expect this to recover into the 2 million + level sometime in the middle of next year.
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Realtime Inflation
StateStree’s PriceStats US Consumer Price Index

Analysis: There’s been a big debate on inflation vs deflation. The real-time PriceStats data showed an initial wave of deflation, but that has since
turned back up aggressively and shows the price index now well above the Q1 highs. This sets up a YoY rate of inflation that will look high next
March or April of 2021 (due to base effects).

U.S. BUSINESS CYCLE REPORT-OCT 2020

U.S. Oil Production
U.S. Oil Production (million barrels per day)

Source: © Merk Investments, Bloomberg

Analysis: U.S. oil production has bounced back somewhat from its recent decline.
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Jobless Claims
Initial (grey) and Continuing (black) Jobless Claims (in thousands)

Source: © Merk Investments, Bloomberg

Analysis: Continuing and initial claims continue to decline slightly, but remail at elevated levels.
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Unemployment Momentum
U-3 Unemployment minus it 12-month Moving Average

Source: © Merk Investments, Bloomberg

Analysis: This chart relates to the Unemployment Momentum chart in the first section. The spread between the U-3 unemployment rate and its
moving average (in this case I’m using a 10-month moving average) has completely closed.
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S&P 500 Earnings
S&P 500 Index 12-month Trailing Earnings per Share and 12-month Moving Average

Source: © Merk Investments, Bloomberg

Analysis: We have been in an earnings recession (and economic recession). The trailing earnings are below their 12-month moving average.
Historically the crossover of the S&P 500 12-month trailing Earnings per Share through its 12-month moving average has provided a recession
risk warning. But false signals are common as “earnings recessions” are more frequent than economic recessions. We have recently been/are in
both an earnings recession and an economic recession.
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Growth Indicators
Oil Price (Generic 3rd month futures), Copper price, and US 10yr Yield

Source: © Merk Investments, Bloomberg

Analysis: Market-based growth indicators have been mixed over the past month. Notably, the U.S. 10yr yield has started to climb recently,
perhaps reflecting the increased chances of a Democratic sweep and likelihood of bigger fiscal stimulus in the form of infrastructure spending.
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Jobs Cuts
Challenger, Gray and Christmas Jobs Cuts YoY and 12-month Moving Average

Source: © Merk Investments, Bloomberg

Analysis: Job cuts spiked but have since come down sharply, although still elevated. It would be good to see the 12-month MA
(black) inflect down, which might happen in Q4. If so, that would set up a picture very consistent with coming out of recession.
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Household Spending and Business Fixed Investment
U.S. Personal Consumption expenditures (black) and U.S. Capital Goods New Orders (grey)

Source: © Merk Investments, Bloomberg

Analysis: The latest data shows a continued bounce back in both household spending and business fixed investment.
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Global Services PMIs
Largest twelve global economies’ Services PMIs (Purchasing Managers Index)

Source: © Merk Investments, Bloomberg

Analysis: Services PMIs were mixed for September. There appears to be some continued slowing in momentum in the services sector, which is
more vulnerable to resurgence in the virus.
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Global Manufacturing PMI
JP Morgan Global PMI Index (Purchasing Managers Index)

Source: © Merk Investments, Bloomberg

Analysis: The global manufacturing PMI index continues to recover and has been above 50 (i.e., in expansion territory) for the past
two months.

U.S. BUSINESS CYCLE REPORT-OCT 2020

German PMI and Auto Stocks
JP Morgan Global PMI Index (Purchasing Managers Index)

Source: © Merk Investments, Bloomberg

Analysis: The global auto index has been outperforming the S&P 500 since March and preceded an uptick in German Mfg. PMI.
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U.S. Auto Sales
U.S. Auto Sales Seasonally Adjusted Annualized Rate (Sales in Millions of Cars)

Source: © Merk Investments, Bloomberg

Analysis: U.S. car sales plunged in April, but rebounded strongly through September, albeit still below the levels of last year.
This number includes cars and so-called light trucks (pick-up trucks, SUVs etc.)
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Leading Index and GDP
The OECD US Leading Index and the US GDP YoY

Source: © Merk Investments, Bloomberg

Analysis: The OECD’s US Leading Index has been a good indicator of US GDP.
The recent bounce back is a positive sign for the economy.
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Global Leading Indexes
The OECD Leading Indexes for the US, China, Japan, and Germany

Source: © Merk Investments, Bloomberg

Analysis: China’s leading index has been trending higher for a while. And the U.S. and German indicators have turned up as well. Even Japan is
showing some signs of improvement.
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Global Trade
Global Trade Volume (black) and KOSPI Index (grey) (3-month lead)

Source: © Merk Investments, Bloomberg

Analysis: the South Korean stock market index (KOSPI) seems to be a good leading indicator of global trade, and indeed preceeded the uptick in
world trade that we now see.
*On this chart the grey series is shifted forward on the horizontal axis to show the potential fit as a leading indicator*
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U.S. Retail Sales
U.S. Retail Sales YoY (black) and Johnson Redbook Retail Sales YoY (grey)

Source: © Merk Investments, Bloomberg

Analysis: Retail sales YoY recovered strongly (black line). The Johnson Redbook numbers (grey) are showing a pick-up as well—it’s worth
noting that Johnson Redbook retail sales don’t include online sales (e-commerce), whereas the official retail sales number do.

U.S. BUSINESS CYCLE REPORT-OCT 2020

Manufacturing Jobs YoY
U.S. Manufacturing Jobs YoY Rate of Change

Source: © Merk Investments, Bloomberg

Analysis: The manufacturing sector has done relatively well. The services sector has been more adversely affected by the virus.
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Job Loss
Temporary job loss (grey) and Permanent job loss (black)

Source: © Merk Investments, Bloomberg

Analysis: Permanent job losses are still rising. But they rose well after the end of the last two recessions as well. In other words, this is a lagging
indicator.

Disclosure
This report was prepared by Merk Investments LLC, and reflects the current opinion of the authors. It is based upon
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advisability of investing in the products herein. Opinions and forward-looking statements expressed are subject to
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