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Great Thanksgiving Week
Over the past few weeks, US bond yields have moved up almost
+10bp, the yield curve has turned positive, and the S&P has surged
+50 points.
Consumer Net Worth in 4Q is now up almost +11% y/y.
Inflation readings around the world last week slowed, including the
US core PCE deflator, Singapore’s core CPI, and India’s GDP
deflator.
In addition, economic data around the world had a number of
notable bright spots, eg, the French INSEE, the German Ifo, China’s
PMI, as well as EVRISI company surveys for the US, corporate
profits for the US, and unemployment claims.
US real GDP for 3Q was revised up to a +2.1% q/q a.r., and
GDPNow for 4Q has moved up from +0.3% to +1.7% over the past
two weeks, which would put real GDP y/y at +2.2%.
At the same time all this is going on, the S&P continued to climb a
Wall Of Worry. Investors last week continued to pull money out of
equity funds and put money into bond funds. And EVRISI hedge
fund survey last week was unchanged in defensive territory.
Very best regards,

212-446-5617
646-287-7242
Ed.Hyman@evercoreisi.com
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SUMMARY
Inflation Slowing Around The World
Slowing inflation decreases the odds of recession and
increases the odds that central banks continue to ease.
The US core PCE deflator increased just +0.08% m/m in
Oct and slowed to just +1.6% y/y. Because of bigger m/m
increases in Nov and Dec of last year, if the core PCE
deflator increases +0.08% m/m again in Nov and Dec of
this year, it will slow to just +1.4% y/y in Dec.
This is very far from the Fed’s +2.0% target.

3

This report is prepared solely for the use of Elizabeth Germack

December 01, 2019

Inflation Slowing Around The World Contd
Last week, Powell said “the Fed is strongly
committed to a 2% inflation goal”. Given this, rates
are likely to be steady for the foreseeable future.
And inflation readings last week were generally not
only low, they were slowing!
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Inflation Slowing Around The World Contd
And there’s always anecdotal evidence of downward
pressure on prices:

And while pork prices in China are still up over +100%
from their low, they have declined almost -20% over
the past three weeks.

That inflation is slowing around the
world is underappreciated.
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Inflation Slowing Around The World Contd
Secular forces are keeping downward pressure on
inflation: globalization, technology, and competition.
The Third mini-recession is also keeping downward
pressure on inflation.
At the same time excess money is creating excess
supply, ie, creating deflation.
Excess money is creating inflation in asset prices.

As shown further below, over the past year, the
cumulative money supplies of the US, Eurozone, and
China have increased +$4.0t. That’s new money!
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Better Week For Eco Data Around The World
Eco data last week around the world were better including:

In addition to the above, EVRISI company surveys increased
again last week, and at 53.2 are consistent with well over +2.0%
real GDP growth. They suggest that growth in this Third minirecession is in a bottoming process.
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Better Week For Eco Data Around The World
Contd
Particularly significant last week was the increase
reported for US corporate profits in 3Q to a new record
high, which is good news for both employment and capex.
This measure of profits has been a good leading indicator
of recessions.
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Better Week For Eco Data Around The World
Contd
US real GDP for 3Q was revised up to a +2.1% q/q a.r.,
which lifts it to +2.1% y/y. And GDPNow was revised up
to +1.7% q/q a.r., which lifts real GDP to +2.2% y/y in 4Q.
Consumer confidence has hooked down some but is still
elevated. And employment readings last week were still
solid, eg, unemployment claims and EVRISI temp & perm
cos surveys of employment. With recovery from the GM
strike, payroll employment in Nov probably saw a solid
increase, say +200k.
Consumer Net Worth, which leads consumer spending by
a half year, is now on track to increase +11% y/y in 4Q.
And judging by history, the surge in the S&P is a positive
for Holiday Sales in particular.
Consumer spending is likely to continue to support the
economy overall, although this is a consensus view.
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Better Week For Eco Data Around The World
Contd
Central bank tightenings help explain why Consumer Net
Worth got hit in 2016, which helped precipitate the Third
mini-recession. Central bank easings over the past year
help explain why Consumer Net Worth has accelerated,
which is likely to help the economy accelerate in 2020.
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Better Week For Eco Data Around The World
Contd
As already noted, money growth is also a support for the
US economy and for Europe as well.
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Better Week For Eco Data Around The World
Contd
The money supply in China is roughly $28t. And while its
growth has slowed, it’s still roughly +8% y/y. So the
combined money supplies of the Eurozone, the US, and
China are $58t, growing +7%. That’s roughly 70% of
world GDP at $85t. And it’s a +$4.0t annual increase in
new money! No wonder Man City broke a valuation
record last week at $4.8b!
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Better Week For Eco Data Around The World
Contd
There was a package of better Europe data last week, as well as
better China PMIs.
Brexit may be resolved, trade tensions may diminish, monetary
policies are stimulative, and some fiscal stimulus is likely.
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Better Week For Eco Data Around The World
Contd
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Evercore ISI U.S. Outlook
2018
Real GDP*
2.5%
GDP Price Deflator*
2.3%
Nominal GDP*
4.9%
Fed Funds Rate**
2.50%
10-Year Bond Yield** 2.72%
S&P EPS
$160
Employment
+223k
Unemployment Rate** 3.9%
*4Q/4Q Y/Y
** Year-end
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2019 f
2.2%
1.4%
3.6%
1.75%
1.95%
$164
+170k
3.4%

2020 f
2.5%
1.7%
4.2%
1.75%
2.35%
$178
+170k
3.2%
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Holiday Sales and Employment Should
Capture the Market’s Attention
Most of the market’s attention will be on scattered reports of holiday sales and
payroll employment. We expect the US mfg ISM climbed in Nov, but remains
below the hurdle rate of “50”. Payroll employment likely advanced around a
205,000 pace in Nov with the unemployment rate is stable at 3.6%. Special factors
-- the settlement of the GM strike and hiring of census workers -- should boost
employment growth by +58K.
Overseas, Canadian employment will be key. We expect overall job growth
around +12,000 in Nov.
Stan Shipley
12/02/19
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GENERAL DISCLOSURES
This report is approved and/or distributed by Evercore Group L.L.C. (“Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial
Industry Regulatory Authority (“FINRA”) and by Evercore ISI International Limited (“ISI UK”), which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group and ISI UK collectively
operate under the global marketing brand name Evercore ISI ("Evercore ISI"). Both Evercore Group and ISI UK are subsidiaries of Evercore Inc.
("Evercore"). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore Inc.
This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell
any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this report were
prepared by registered employees of Evercore ISI. The information herein is believed by Evercore ISI to be reliable and has been obtained from
public sources believed to be reliable, but Evercore ISI makes no representation as to the accuracy or completeness of such information.
Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do not
necessarily reflect the opinions of Evercore and are subject to change without notice. In addition, opinions, estimates and projections in this
report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates. Evercore ISI has no
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion,
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in Evercore ISI research reports
and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore affiliates or business areas,
including investment banking personnel.
Evercore ISI does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors and
investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or
offered by Evercore ISI, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured
depository institution. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is
not necessarily indicative of future performance.
Evercore ISI salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may
make investment decisions that are inconsistent with the recommendations or views expressed in this research.
Electronic research is simultaneously available to all clients. This report is provided to Evercore ISI clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express
permission from Evercore ISI.
This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be
contrary to local law or regulation.
For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of
any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) persons falling within
the definition of high net worth companies, unincorporated associations, etc. (set out in Article 49(2) of the Order); (c) other persons to whom it
may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or
relied on by persons who are not relevant persons.
Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI, and can be
obtained by writing to Evercore Group L.L.C., Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.
In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore ISI recommendations
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site:
https://evercoreisi.mediasterling.com/disclosure.
© 2019. Evercore Group L.L.C. All rights reserved.
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