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Commentary provided by the “Bowtie Economist,” Elliot Eisenberg, Ph.D., internationally acclaimed economist and 

public speaker who has been featured in Bloomberg, Business Week, Bureau of National Affairs, Forbes, Fortune, and 

many other publications. Click on the bowties for related posts from the Bowtie Economist’s blog, ECON70.com

While inflation has certainly made its presence felt over the last few months by doubling 
from 2% to 4%, the Fed has been masterful in reassuring investors and markets that 
this inflationary pressure is short-term and will subside over the next 12 months. As a 
result, interest rates have remained pleasantly unchanged.  Next on the Fed’s agenda is 
tapering of their purchases of $80 billion/month in Treasuries and $40 billion/month in 
mortgage-backed securities, which should commence in early 2022, with interest rate hikes 
starting in 2023.  I suspect the 10-year Treasury rate will end 2021 up by a quarter point.  
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As the economy returns to a post-pandemic normal, spending patterns are undergoing change.  To which, real 
consumer spending in May fell 0.4% M-o-M. This decline was not across the board; real durable goods spending 
declined 4.3%, while real spending on non-durables eased 0.5%.  In a preview of coming attractions, real spending 
on services, which is 60% of overall spending, rose 0.4%, showing a strong shift away from purchases of goods. 
This increased spending on services is being driven largely by households with incomes greater than $200,000, 
who boosted restaurant spending by 16%. Even households with incomes between $31,000-$60,000 boosted such 
spending by 5%. And with savings rates 50% above pre-pandemic levels, there is clearly more gas in the tank. 

21Q2 GDP growth will exceed 9%, and possibly even a mind-blowing 10%, encouraged by the 
residual effects of the $1.9 trillion American Rescue Plan, improving vaccination rates, solid 
improvement in job creation, and a strong demand for dining out, travel and other services.  
21Q3 GDP growth should weigh in at 8%, and 21Q4 should close out the year at 7%.  At worst, 
this year will experience the highest rate of growth since the recovery from the double-dip 
recession of the early 1980s, and at best, it could be the strongest since the very early 1950s!  

https://econ70.com/2021/06/15/labor-lost-3/
https://econ70.com/2021/06/28/spending-shift-2/
https://econ70.com/2021/06/30/domicile-downer/
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https://kellerlogistics.com/resources/logistical-lowdown-monthly
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