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The Leading Economic Index (LEI) increased 0.6 percent in July, with broad-based contributions from its
underlying components, suggesting sustained growth for the economy. Only two components were negative.

Stock Market Volatility

e Stock prices were the third largest positive contributor to the
index in July after having been a drag in June. Barring a surge
in equities in the six remaining trading days in August, it looks
as though this component will be negative again in next
month’s report, a testament to the volatility of equity markets
this summer. Improvement in the stock market has been a key
support for the wealth effect during this cycle.

Fickle Consumer Confidence

e Improvement in equities, combined with falling jobless claims
and improvement in nonfarm payrolls, all buoyed the LEI in
July. Consumer confidence was also positive in July, which is to
a large extent, a reflection of the improvement in the jobs
situation and the stock market.

e Only the average workweek for production workers and core
capital goods orders were negative. We expect both to improve.
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