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Turning Point Analytics utilizes a time-tested, real-world strategy that optimizes the client’s entry and exit points and adds 

alpha.   TPA defines each stock as Trend or Range to identify actionable inflection points. 

 

“In the short run, the market is a voting machine, but in the long run, it is a weighing machine.”  - Benjamin Graham 

WORLD SNAPSHOT – COMMENTS & CHARTS      Monday, July 19, 2021 

 

General comments first and macro tables at the bottom.  Links for Explanations of Technical terms at the bottom of the report. 

 

THE COMBINATION OF INFLATION AND HIGH DEBT LEVELS COULD BE A PROBLEM FOR STOCKS 

 

On July 12, TPA’s World Snapshot report entitled Debt – Its Not A Matter Of If, But When, explained, “So 

far, these incredible levels of debt have not bothered the stock market at all, but at some point it will.” 

TPA , pointed out that consumers have returned to building up debt after a hiatus during Covid-19. We 

showed that the FED’s balance sheet is now at $8.5 trillion, which is up from under $1 trillion before the 

Financial Crisis. Finally, the U.S. debt is now $28 trillion, which is now much more than the U.S. GDP. This 

situation is only under control because of the extremely low level of interest rates, which allows the U.S. 

government to keep its interest payments under control. If rates were to rise, the cost of servicing this 

debt would also rise, making it increasingly more difficult to make payments without additional revenue 

= higher taxes. 

 

Inflation, as measured by CPI, has spiked as Covid restrictions end and stimulus and other economic 

measures like eviction, foreclosure, and halted school loan payment moratoriums remain. Year over 

Year CPI’s last reading was 5.4%. The only other time CPI reached this level of 5% or more in the past 30 

years was 1990 and 2008 (chart 3). Employment is not great but is bouncing back quickly. (charts 1 and 2 

below) Non-farm payroll last month was +850,000. Unemployment is still 5.9%, but that is down quickly 

from 14.8% in April 2020. (charts 3 and 4).  
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CPI - 10 years 

 
 

CPI - 35 YEARS  
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Non-farm payroll monthly change 
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Interest rates have recently fallen, but Jeffrey Gundlach, who manages Double Line’s $12 billion bonds 

funds, says that is all due to liquidity (read FED). FED’s mandate is "to promote effectively the goals of 

maximum employment, stable prices, and moderate long term interest rates." Treasury secretary Yellen 

and FED members have said that recent inflation is temporary, but commodity prices have spiked 

nationally and globally. Also, although there are still unacceptable levels of unemployment as the 

economy continues to recover, concurrently, there are anecdotal stories of a widespread shortage of 

workers and companies raising wages and offering signing bonuses to attract employees.  

 

The preliminary estimate of the index of consumer sentiment released Friday by the University of 

Michigan came in at 80.8 in July, down from 85.5 in June. The reading missed expectations from 

economists polled by The Wall Street Journal, who forecast the indicator to increase to 86.3. The reason 

for less confidence most sited by consumers was inflation. There has been large inflation in every 

category, but big-ticket items like housing and automobiles loom large for consumers. 

 

TPA sees the underlying reasons for inflation in housing, the largest purchase by most people, as very 

persistent. TPA has discussed the cause of long-term shortage in housing several times in its World 

Snapshot reports. It stems in part from large investors and institutional buying in homes from 2010 to 

2015, but mostly from the lack of home building following the financial crisis. The table below, from the 

4/28/21 World Snapshot, shows the huge deficit in home building from 2007 to 2020. Using the annual 

housing starts from 2007 to 2020 and the 35-year average, the cumulative deficit was over 7.5 million 

homes. To compensate for this deficit, housing starts would have to average 3.1 million per year for the 

next 5 years. The highest annual housing starts, since 1970, was in 1972: 2,357,000. So, the odds of 

housing starts in any 1 year, let alone 5 years in a row, being over 3 million are very, very low. Using 

2.357 million as the annual housing starts going forward, it would take until 2030 or 10 years to erase 

the deficit. 

 

AVERAGE HOUSING STARTS FOR 35 YEARS WAS 1,590,832 (1970-2006)
1,590,832

YEAR HOUSING STARTS

ANNUAL 

HOUSING 

CUMULATIVE  

DEFICIT POPULATION

POPULATION 

CHANGE PER 

CUM POP 

CHANGE

2007 1,355,000 -235,832 -235,832 301,000,000 2,000,000 2,000,000

2008 905,500 -685,332 -921,165 304,000,000 3,000,000 5,000,000

2009 554,000 -1,036,832 -1,957,997 307,000,000 3,000,000 8,000,000

2010 586,900 -1,003,932 -2,961,930 308,000,000 1,000,000 9,000,000

2011 608,800 -982,032 -3,943,962 311,000,000 3,000,000 12,000,000

2012 780,600 -810,232 -4,754,195 313,000,000 2,000,000 14,000,000

2013 924,900 -665,932 -5,420,127 316,000,000 3,000,000 17,000,000

2014 1,003,300 -587,532 -6,007,659 318,000,000 2,000,000 19,000,000

2015 1,111,800 -479,032 -6,486,692 321,000,000 3,000,000 22,000,000

2016 1,173,800 -417,032 -6,903,724 323,000,000 2,000,000 24,000,000

2017 1,203,000 -387,832 -7,291,557 325,000,000 2,000,000 26,000,000

2018 1,249,900 -340,932 -7,632,489 327,000,000 2,000,000 28,000,000

2019 1,587,000 -3,832 -7,636,322 329,064,917 2,064,917 30,064,917

2020 1,670,000 79,168 -7,557,154 331,002,651 1,937,734 32,002,651

2021 3,102,263 1,511,431 -6,045,723

2022 3,118,097 1,511,431 -4,534,292

2023 3,118,097 1,511,431 -3,022,862

2024 3,118,097 1,511,431 -1,511,431

2025 3,118,097 1,511,431 0

Source: Census Bureau
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The housing situation is actually at crisis levels for certain of the population. A study by the National 

Low Income Housing Coalition https://nlihc.org/sites/default/files/oor/2021/Out-of-Reach_2021.pdf 

creates a Housing Wage, an estimate of the hourly wage full-time workers must earn to afford a rental 

home at HUD’s fair market rent without spending more than 30% of their incomes. Fair market rents are 

estimates of what a person moving today can expect to pay for a modestly priced rental home in a given 

area. Using that wage, a person would have to make $24.90 an hour to afford a 2-bedroom house or 

$20.40 to afford a 1-bedroom house or work 97 or 79 hours per week at the current minimum wage to 

afford housing, respectively.  

 
 

The map below shows the hourly wage needed to afford two-bedroom housing by state. 

 

https://nlihc.org/sites/default/files/oor/2021/Out-of-Reach_2021.pdf
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Making housing affordable for the large swath of the U.S. population will demand a lot more home 

building, which will underpin prices for materials and housing for years. In addition, wages will probably 

have to rise so that workers can pay for housing. 

 

CONCLUSION: 

Higher inflation should eventually force the FEDs hand to allow rates to rise. Given the level of debt in 

the system, the FED knows that rising interest rates will become painfully expensive quickly. They are 

probably biased toward lower rates (interest costs), but eventually if inflation stays high and 

employment continues to improve, they will be forced to allow higher rates. Rising rates with high 

historical stocks valuations could be a huge problem for stock prices. 

 

CLICK ON LINKS BELOW FOR TECHNICAL INDICATOR EXPLANATIONS: 

 

ASCENDING - DESCENDING TRIANGLE 

BASING-TOPPING-CONSOLIDATION 

BREAKOUT (Breakdown) 

CHANNEL & RANGE 

DIRECTIONAL MOVEMENT INDEX (DMI) 

DOUBLE BOTTOM or DOUBLE TOP 

MACD-MOVING AVERAGE CONVERGENCE-DIVERGENCE 

MOVING AVERAGES 

RELATIVE STRENGTH & PEER STOCK PERFORMANCE 

REPEATING PATTERNS 

RSI-RELATIVE_STRENGTH 

SUPPORT, RESISTANCE, BREAKOUT, BREAKDOWN 

TREND 

 

 

 

 

 

 

 

ALWAYS REMEMBER: No strategy exists in a vacuum – always evaluate the relevant sector & market. 
Over 80% of portfolio performance is determined by sector and market forces (Ibbotson & Kaplan study – January/Febuary2000) 

 

 

Turning Point Analytics Disclaimer 

Turning Point Analytics (TPA) is only one of many tools that an investor should use to make a final 

investment decision.  TPA is an overlay on top of a client’s good fundamental or macro analysis.  TPA 

does not create or provide fundamental analysis. The information in this communication may include 

technical analysis.  Technical analysis is a discipline that studies the past trading history of a security 

while trying to forecast future price action.  Technical analysis does not consider the underlying 

https://docs.wixstatic.com/ugd/eb4ead_f18de46082314e0e9627eabea8457628.pdf
https://docs.wixstatic.com/ugd/eb4ead_fd53e8d5e1da4226b02a05d6f608f7af.pdf
https://docs.wixstatic.com/ugd/eb4ead_a322c293085c4b729de9bcc37429b7b2.pdf
https://docs.wixstatic.com/ugd/eb4ead_5a74d4137b3d45dea18c33a7d631d8f2.pdf
https://docs.wixstatic.com/ugd/eb4ead_a770c01c33574d46a95cd6be46f10723.pdf
https://docs.wixstatic.com/ugd/eb4ead_d4b3a260322d4fa9af6899b663ea025e.pdf
https://docs.wixstatic.com/ugd/eb4ead_67bbc64b4e5a4308a1e30a4a4dbefb78.pdf
https://docs.wixstatic.com/ugd/eb4ead_9962277ade65403c983060b8ed3ed6d0.pdf
https://docs.wixstatic.com/ugd/eb4ead_5ef1ec245a4e4f16bf8e93715ba88ab1.pdf
https://docs.wixstatic.com/ugd/eb4ead_b3e5c9df530b47c8a264cbff4006b851.pdf
https://docs.wixstatic.com/ugd/eb4ead_ec5528be278f48d5941c099986d49dc5.pdf
https://docs.wixstatic.com/ugd/eb4ead_0c4bb98d26744610963797c1a6b2e09f.pdf
https://docs.wixstatic.com/ugd/eb4ead_38e37d04385b4c54903317793012c645.pdf
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fundamentals of the security in question and it does not provide information reasonably sufficient upon 

which to base an investment decision.  Investors should not rely on technical analysis alone while making 

an investment decision.  Before making an investment decision, investors should consider reviewing all 

publicly available information regarding the security in question, including, but not limited to, the 

underlying fundamentals of the security and other information which is available in filings with the 

Securities and Exchange Commission.  The information and analysis contained in reports provided by TPA 

are copyrighted and may not be duplicated or redistributed for any reason without the express written 

consent of TPA. The information in this communication is for institutional or sophisticated investors only.  

By accepting this communication, the recipient agrees not to forward, and/or copy the information to 

any other person, except as permitted, or required by law. TPA does not guarantee accuracy or 

completeness. TPA is a publisher of technical research and has no investment banking or advisory 

relationship with any company mentioned in any report.  Reports are neither a solicitation to buy nor an 

offer to sell securities. Past performance is in no way indicative of future results. Opinions expressed are 

subject to change without notice.  TPA will provide, upon request, the details of any past 

recommendations. TPA’s analysis and recommendations should not be used as the sole reason to buy or 

sell any security. TPA may compensate brokers and intermediaries for sales and marketing services. You 

understand and acknowledge that there is a very high degree of risk involved in trading securities and/or 

currencies. The Company, the authors, the publisher, and all affiliates of Company assume no 

responsibility or liability for your trading and investment results.  It should not be assumed that the 

methods, techniques, or indicators presented will be profitable or that they will not result in losses. 

Statements, data, and analysis made by TPA or in its publications, are made as of the date stated and 

are subject to change without notice. TPA and/or its officers and employees may, from time to time 

acquire, hold, or sell a position in the securities mentioned herein. Upon request, TPA will furnish specific 

information in this regard. TPA will not be held liable for losses caused by conditions and/or events that 

are beyond TPA’s control, including, but not limited to, war, strikes, natural disasters, new government 

restrictions, market fluctuations, and communications disruptions. 
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