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Surveys Show Service Sector Quickly Gaining Momentum

Fed officials have made it clear that their primary objective is full employment.
Admittedly, the labor market still has a long way to go, but the pace of jobs recovery
is quickening. This morning, the BLS released its February Job Openings and Labor
Turnover Survey (JOLTS) showing the number of job openings increased from 7.1

million to 7.4 million, easily topping the median forecast and far exceeding pre-Covid

levels. The February JOLTS breakdown shows nearly 900k postings for leisure and
hospitality jobs, and over 800k in retail. Both of these industries have been ravished
by the pandemic. The fact that there are already so many open positions in these
two labor pockets suggests employers may have to pay more to entice unemployed
workers to give up enhanced federal benefits and return to work.

Yesterday, the ISM non-manufacturing index for March unexpectedly surged from
55.3 10 63.7, the highest level in the 24-year history of the index, while the 8.4 point
increase was the second largest on record. Within the composite, the key sub-
indexes of current business activity and new orders both climbed to new highs. The
business activity index rose from 55.5 to 69.4, while forward-looking new orders
index rocketed from 51.9 to 67.2. The employment index increased from 52.7 to 57.2,
as more service managers expect to hire back employees in the coming months,
while the prices paid index rose from 71.8 to 74.0, reinforcing the idea that future
inflationary pressure will rise.

Service sector managers have grown considerably more optimistic as more
Americans gain Covid immunity. Friday’s employment report indicated the pace of
hiring in the leisure and hospitality sector has already begun to increase and the
February JOLTS report only adds to the recovery story. The Fed intends to maintain
its extremely accommodative rate policy until full employment is reached, and the
return of service jobs is key to achieving this objective. The ISM non-manufacturing
report suggests the service sector is poised to take a big step forward, and is likely
add jobs quicker than analysts had expected.

The last several weeks have brought a flurry of much improved data, while the $1.9
trillion American Rescue Plan has only just begun to ripple through the economy.
The S&P500 is has reached progressively higher record highs in each of the last three
days. Momentum is building.
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The fact that there are already so
many open positions in these two
labor pockets suggests employers
may have to pay more to entice
unemployed workers to give up
enhanced federal benefits and return
to work.

The ISM non-manufacturing report
suggests the service sector is poised
to take a big step forward, and is
likely add jobs quicker than analysts
had expected.
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Market Indications as of 12:00 PM. Central Time

DOW Down 45 to 33,483 (HIGH: 33,527)
NASDAQ Up 46 to 13,752 (HIGH: 14,095)

S&P 500 Up 4 t0 4,082 (NEW HIGH)

1-Yr T-bill current yield 0.06%; opening yield 0.05%

2-YrT-note current yield 0.16%; opening yield 0.17%
5-YrT-note current yield 0.88%; opening yield 0.92%
10-Yr T-note current yield 1.66%; opening yield 1.70%
30-Yr T-bond current yield 2.33%; opening yield 2.34%
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