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U.S. ECONOMIC AND EVENT OUTLOOK – THURSDAY 

It’s mostly old news on the data docket Thursday, starting with a (downwardly) revised GDP estimate for 
Q1, plus advance looks at April inventories and trade.  

The GDP release may see mild revisions lower (Consensus: 3.0%; DE: 2.9%) from an initial 3.2% annualized, 
with Q2 GDP tracking for DE holding in the low 2% range. Alternative tracking estimates including the 
Atlanta Fed’s measure sit closer to 1% on sizeable inventory drag and sluggish business investment.  

A higher frequency read comes in the form of initial jobless claims for the fourth week in May, but even 
there the prior two weeks reinforced a message of stability at extremely low levels on both the widely 
followed initial claims side, and also in continuing claims. April, and now tentatively May appears to have 
come and gone with stable labor market conditions, as exceedingly strong consumer confidence readings 
reinforced in data this month month. 

Perceived comfort with labor market strength will be a bit more shaky in months ahead given fresh trade 
frictions. But even there, it will be difficult to trace an immediate direct link from narrow tariffs on one 
(large) trading partner, where costs may be largely passed through to consumers seeing firmer wage gains 
(or absorbed in still-high profit margins), to a broad breakdown in the service-sector-led U.S. hiring 
juggernaut. 

Of course, worst case scenarios where U.S. firms are shut off from Chinese expansion, and where supply 
chains reorient into a U.S.-centered bloc and China bloc, would be another matter. 

Central Banks Not Panicking Yet 

To that end, it’s still notable that central bankers are not yet panicking over both sides’ threats. The Bank 
of Canada Wednesday noted that recent data were consistent with “temporary” slowdown at year-end 
2018 and early 2019, failing to toss a bone to rate cut speculators after tilting to a balanced view at the 
prior meeting.  

Finally, see our note on MMT within the full document—an old solution with more political appeal than 
economic merit, at least in the current economic environment. 

 

 Time (Consensus Ests. in parentheses, Green = DE Above, Red = DE Below)

Date (EST) Economic Indicator Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19

Thu

5/30 8:30 AM 1Q S Real GDP (Third) (% Ann) 2.2 3.2 2.9 (3)

Final Sales 2.1 2.5 2.3

Consumer Spending 2.5 1.2 1.2 (1.2)

GDP Price Index 1.7 0.9 0.9 (0.9)

12:00 PM Clarida Speech

8:30 AM Apr Advance Economic Indicators Report:

Goods Trade Balance ($B) -71.4 -80.4 -72.1 -70.8 -71.3 -73 (-72.7)

Wholesale Invent. (%m/m) 0.4 1.1 1.2 0.4 -0.1 0.1 (0.1)

Retail Invent. (%m/m) -0.4 1.1 0.8 0.2 -0.3 -0.1 (0.2)

10:00 AM Apr Pending Home Sales (%m/m) -1.2 -2.3 4.3 -1.0 3.8 3 (0.5)
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GLOBAL AND U.S. POINTS – WEDNESDAY (M. Cary Leahey) 

Will MMT kill fiscal austerity or the economy?  Modern monetary theory (MMT) has been with us for 
some time but has gather traction recently, as it has been invoked as a reason why an expensive program 
such as the Green New Deal (GND) could be easily financed by printing money.  There is nothing “modern” 
in this argument as it resembles Keynesian pump priming.  Since the govt cannot never go “broke,” this 
increased spending only becomes a problem if it generates inflation. 

But this statement is only half true.  The increased spending will crowd out private investments before 
the economy over heats, with the degree of crowding out (and eventual inflation) depending on how 
close the economy is to full employment.  In any event, the added debt is sustainable, as long as the 
economy’s growth rate is greater than the public’s borrowing rate, a condition satisfied today and for 
much of the last 50 years.  But there is still some crowding out so that large increases in govt spending 
should be evaluated on their own merits, not that they can be cheaply financed. 

When the inflation does rise, MMT argues that taxes should be raised rather than relying on higher 
policy rates from the Fed.  So MMT is not really about monetary policy but govt. debt financed fiscal 
policy.  In short, MMT makes more sense in a (very) weak economy, when increased public demand can 
be met with less strain in the private sector.  Just because Trump’s $2 trillion tax cut in 2017 has not yet 
lifted inflation and borrowing rates does not mean that a $2 trillion GND in 2021 will not.  

 


