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The Federal Reserve’s key infla on gauge was
slightly higher than expected in April. The
Personal Consump on Expenditures (PCE)
index was up 3.6% year-over-year in April,
versus up 2.4% year-over-year in March. Core
PCE was up 3.1% year-over-year in April
versus the consensus es mate of 2.9%, up
from 1.9% year-over-year in March.
Nevertheless, we believe the Fed is looking
through the near-term infla on data. The Fed
expects “base effects” (i.e., comparing current
prices to prices at the early stage of the pandemic when prices were under pressure),
bo lenecks, and ongoing supply chain disrup ons to cause near-term pricing pressures,
but the Fed still believes these factors will largely be temporary.

Personal income fell 13.1% in April, amid a decline in government s mulus which
provided a big boost in March, but consumer spending s ll rose 0.5% in April following a
4.7% jump in March. Income and spending levels have been vola le due to the uneven

ming of government s mulus and pandemic-related unemployment benefits. Notably,
nearly half of US states have now decided to end the payment of enhanced $300 per
week jobless benefits in June or July, earlier than the previously slated date of September
6th. While this may present a headwind to income and spending levels, it may also
alleviate some of the wage pressure that businesses are facing as they try to rehire
workers who were displaced during the pandemic. Overall, we believe con nued
improvement in the labor market, pent-up demand, housing and equity market gains,
and elevated personal savings rates should provide a strong founda on for consumer
spending trends in the second half of the year.

According to the Case-Shiller 20-City Home Price Index *, home prices were up 13.3%
year-over-year in March versus up 12.0% year-over-year in February. Low inventory and
strong demand con nue to put upward pressure on home prices. Phoenix (+20.0% YoY),
San Diego (+19.1% YoY), and Sea le ((+18.3% Yoy) reported the highest year-over-year
(YoY) gains among the 20 cities in the index.
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*S&P/Case Shiller U.S. National Home Price Index tracks the value of single-family housing within the United States. The S&P Case Shiller 20 City
Composite Home Price Index is a value-weighted average of the 20 metro area indices. These metro areas include: Boston, Chicago, Denver, Las
Vegas, Los Angeles, Miami, New York City, San Diego, San Francisco, Washington, DC, Atlanta, Charlo e, Cleveland, Dallas, Detroit,
Minneapolis, Phoenix, Portland, Seattle and Tampa.
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