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I have reason to believe the next three months will bring Santa down the chimney.

Though most shoppers don’t start thinking about buying presents until around Thanksgiving, stocks begin anticipating
Christmas and Hannukah sales right around now. 

If we get a scenario where October rolls around and the delta variant’s headlines are tame relative to what they are now,
there is a distinct possibility the U.S. consumer will spend robustly in the fourth quarter.

Consider the money sitting in family bank accounts. Whereas Americans had about $11 trillion stashed away in Q4 2019,
the quarter before COVID-19 lockdowns, that figure will likely be somewhere in the $15 trillion area when the second
half data is reported by the Federal Reserve (figure 1).

Figure 1: Household & Non-Profits: Sum of Checkable Deposits and Currency + Time and Savings Deposits ($ Bil.)

Though stimulus payments are clearly part of the picture, I am not sure the Street truly appreciates how cashed-up many
everyday Americans are now that so many are working from home, spending much less money commuting as well as
receiving surprise checks from the government.

How many people outside of California know that about two-thirds of that state’s residents got a state-specific stimulus
check in September, dubbed “Golden Stimulus II?” It amounted to $600–$1,100, depending on household
circumstances. My guess is the typical money manager in New York or Boston has never heard of it, yet that stimulus
alone hit the bank accounts of about 7% of American families.

In the other 49 states, we have tens of millions of people who are flat-out not coming into the office, many of whom are
seeing their compensation rise. Add it up: no tolls, no gasoline and no $10–$12 burned on a daily trip to Chipotle,
scarfed down at the desk under the keen eyes of a clock-watching boss.

Though the overwhelming majority of Americans commute in a car, take a look at figure 2—New York subway ridership
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—for an idea of how many Americans have been piling up savings by not feeding parking meters, not shelling out for a
presentable pair of shoes, certainly not grabbing the Mastercard to pay for a business suit.

Figure 2: New York MTA Volume versus Pre-COVID-19

It is not just the work-from-home army that may be feeling flush. Across the labor market, employees feel emboldened.
In the latest Job Openings and Labor Turnover Survey (JOLTS) from the Bureau of Labor Statistics, 71% of all job leavers
were willing quitters (figure 3). That is what you do when you have a better idea in mind, be it your own business venture,
confidence you can find another job or the most common, another job with better pay already lined up.

Figure 3: U.S. Job Quitters as % of Total Leavers

The “quits data” is corroborated by what the public told the Fed in its Survey of Consumer Expectations. Though it was
last tallied in Q1, respondents with less than a college education said they expect their next job offer to be $48,600.
That’s a 24% jump from what they said in Q1/2020, and $5,600 higher than the highest response recorded in any first
quarter from 2015 to 2020.

Many only recently collected the early tranches of COVID-19 stimulus too—a phenomenon that witnessed people that
got overlooked in prior rounds being given, for example, the $1,400 that was supposed to go out in March.

Was a “COVID baby” born in a middle or lower-class household in 2021? Then that household will receive a catch-up
check for up to $1,400 on their 2022 tax refund, over and above the child tax credit…which itself was increased
exponentially.
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Nevertheless, it is critical that we challenge our premises. 

To do that, there is no better data than the University of Michigan Consumer Sentiment Index. It may be the boldest
counter-argument in the bears’ arsenal. The chart speaks for itself (figure 4).

Figure 4: University of Michigan Consumer Sentiment Index

Also, though they may have a new job that pays more, some Americans are feeling the pinch of a rent raise, or they
checked the price of their dream house on Zillow, with their jaw on the floor (figure 5).

Figure 5: Fannie Mae Home Purchase Survey—“Good Time to Buy” Minus “Bad Time to Buy”

Nevertheless, the child tax credit is not getting the attention it deserves. I think it will fuel spending and inflation in Q4. 

Compared to last year’s $2,000 per child, families are going to see a big jump in the credit for calendar 2021. The
amount for children under six is now $3,600, while the number for older children is $3,000. This means a household with
one young and one “old” child will receive $2,600 more than they did last year.

That is a lot of money for the median household, whose income was $68,703 when the Census Bureau tabulated it in
2019, the latest year with complete data. 
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That money is being front-loaded too, with the first three of six monthly checks already direct deposited in July, August
and September. The last of the six-check annuity hits right before Christmas.

An offset to consider: the $300 per week federal unemployment top-up ended several weeks ago. Then again, there are
far more people raising kids than there are unemployed.

Finally, you may be able to glean an idea of the spending impulse by looking at the National Retail Federation’s back-
to-school surveys. Though it collected the data back in June, before the COVID-19 delta variant started frightening
people, 26% of respondents stated that they had already started back-to-school shopping, up from 17% in 2019.

Because the money was there.

This environment strikes me as one that continues the “COVID-19 reopening” trade that has persisted for more than a
year. 

In U.S. equities, that environment was most accretive to our mandates that skew toward small caps and value. There’s no
need to make it complicated; that is what has worked and what I think will continue working.

Two of our ETFs that have been “on” over the last year are the WisdomTree U.S. SmallCap Fund (EES) and the WisdomT
ree U.S. MidCap Fund (EZM). They both have higher weightings in Consumer Discretionary, Financials and Industrials
than the Tech-heavy S&P 500.

That seems like a sector mix that looks past the delta variant toward a vision of a booming holiday shopping season, one
where wages are being topped up, inflation is making headlines and CNBC broadcasts from the Mall of America…with
the background shot being swarms of people buying toys for the kids.

Important Risks Re lated to th is Art ic le   

There are risks associated with investing, including the possible loss of principal. Funds focusing their investments on
certain sectors and/or smaller companies increase their vulnerability to any single economic or regulatory development.
This may result in greater share price volatility. Please read each Fund’s prospectus for specific details regarding the
Fund’s risk profile.

Investments focusing on certain sectors and/or smaller/mid-sizes companies increase their vulnerability to any single
economic or regulatory development.

There are risks of investing in value stocks such as the potential that a particular stock may not rise to its anticipated
intrinsic value and could decline further in value.

Small and Mid-Cap Risk - The securities of small and mid-cap companies generally trade in lower volumes and are
subject to greater and more unpredictable price changes than larger capitalization stocks or the stock market a whole. 
Small and mid - cap companies may be particularly sensitive to adverse economic developments as well as changes in
interest rates, government regulation, borrowing costs and earnings.

Value Investing Risk - Investments in value stocks present the risk that a stock may decline in value or never reach the
value the adviser believes is its full market value. In addition, a value investment strategy may go out of favor with
investors during certain parts of the market cycle, which may negatively affect the investment’s performance.

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

Related Funds

+ WisdomTree U.S. SmallCap Fund

+ WisdomTree U.S. MidCap Fund

View the online version of this article here.

WisdomTree BLOG ARTICLE

WisdomTree.com  1-866-909-WISE (9473)

https://wisdomtree.com/blog/glossary#small-caps
https://wisdomtree.com/blog/glossary#value
https://wisdomtree.com/~/link.aspx?_id=F549924E55E5465EA61A7109DA136355&_z=z
https://wisdomtree.com/~/link.aspx?_id=72955D6B70EF455EBA0F80FE9DA53A69&_z=z
https://wisdomtree.com/blog/glossary#s-and-p-500-index
https://www.wisdomtree.com/investments/performance
https://www.wisdomtree.com/investments/etfs/equity/ees
https://www.wisdomtree.com/investments/etfs/equity/ezm
https://www.wisdomtree.com/investments/blog/2021/09/24/a-big-holiday-shopping-season-looms


IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Inflation  : Characterized by rising price levels.

Small caps  : new or relatively young companies that typically have a market capitalization between $200 million to $2
billion.

Value  : Characterized by lower price levels relative to fundamentals, such as earnings or dividends. Prices are lower
because investors are less certain of the performance of these fundamentals in the future. This term is also related to the
Value Factor, which associates these stock characteristics with excess returns vs the market over tim.

S&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the Standard and Poor’s Index
Committee designed to represent the performance of the leading industries in the United States economy.
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