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U.S. Economy’s Rebound Continues to Confound
Forecasters
President Trump’s Chief Economic Advisor
Larry Kudlow exulted over the U.S.
economy’s recovery from the virus-inspired
shutdown last Friday: “There’s a housing
boom! There’s an auto boom! A
manufacturing boom! A V-shaped recovery is
pointing to better than 20 percent growth in
the second half of this year!”

Data from various sources confirms
Kudlow’s optimism: American consumers
spent more than expected in July, with
spending up by 1.9 percent. Forecasters
were predicting 1.5 percent.

Personal income grew by 0.4 percent in July, surprising forecasters. U.S. manufacturers grew more
than forecasters were expecting in July, with the manufacturing index published by the Institute for
Supply Management (ISM) rising to 56 percent in August, with economists surveyed by MarketWatch
expecting 54.9 percent. ISM’s new orders index jumped to 67.6 percent from July’s 61.5 percent,
marking the highest level that index has seen since 2004. And also exceeding forecasters’ expectations.

Durable goods orders leapt by 11.2 percent in July, according to the Commerce Department, far
exceeding forecasters’ predictions of just 4.8 percent.

Note the words “exceeded expectations,” “more than expected,” and “exceeding forecasters’
expectations” in that summary. There’s an index for that, too — Citigroup’s U.S. Economic Surprise
Index. It measures the degree to which economic data from the real world are beating economists’
expectations. The recent data on the remarkable economic rebound of the U.S. economy from the
shutdown reflects the degree to which forecasters failed to capture the moment: Citi’s Surprise Index is
now at levels not seen since it was first developed 17 years ago.

This is not to say that the economy will continue to outperform the forecasters forever. But for now, the
forward momentum of the economy as measured not only by the various indexes, but also by how much
it is exceeding forecasters’ predictions, bodes well for the third quarter at least. And, assuming that the
momentum translates into another four years of the Trump administration, the economy should
continue to benefit from that administration’s promises of further tax cuts and deregulation mandates
to keep the economy moving ahead.
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U.S. Economy Continues Recovery; Retail Sales Back to Normal
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