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Replays. I’m happy to report that I will continue to do the Monday morning webinars 
because we are getting very good turnouts. We get even more viewers of the replays, which 
can be found here. 
  
Strategy I: A Very Brief History of Taper Tantrums. There have been four taper tantrums 
in the stock market since 2013 including the latest one. So far, it hasn’t been as severe as 
the previous three, but it has the potential to last well into 2022. The Fed backed off from 
tightening in response to the previous three tantrums. This time, the Fed may have no 
choice but to continue tightening monetary policy into next year because inflation is much 
more troublesome now than it was during the previous three episodes. 
  
The first tantrum was during the spring of 2013, when the index fell 5.8% (Fig. 1). The 
second occurred in late 2015 through early 2016, when the index fell 13.3%. The third was 
during the fall of 2018, when it fell 19.8%. 
  
The latest one is a work in progress. It started last week on Tuesday. Testifying before a 
Senate committee, Fed Chair Jerome Powell said he thinks reducing the pace of monthly 
bond buys can move quicker than the $15 billion-a-month schedule announced earlier this 
month. “At this point, the economy is very strong and inflationary pressures are higher, and 
it is therefore appropriate in my view to consider wrapping up the taper of our asset 
purchases … perhaps a few months sooner,” Powell said. “I expect that we will discuss that 
at our upcoming meeting.” 
  
The financial markets were shocked to hear that Powell is now in the same camp as other 
hawkish FOMC participants who’ve been suggesting a faster pace of tapering. The next 

 
Check out the accompanying chart collection. 
  
(1) Taper tantrums now and then. (2) Easier for the Fed to back off during past three tantrums than 
now. (3) A work in progress. (4) November’s CPI won’t help. (5) What is the yield curve telling us? (6) 
Sentiment indexes are bearish on balance, which is bullish. (7) Betting on earnings growth and 
liquidity. (8) The stock market equation. (9) Peak earnings growth will be followed by less earnings 
growth. (10) Growth-vs-Value rollercoaster driven by pandemic waves. (11) The death of Growth, 
Tech, and high-P/E stocks has been exaggerated. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgN3YW24KZVL6Mrwn4W3DDZG_3KKTNDW31t-6n8d7fP4W7f5_-v3RyS6nW36CXRs72jRD7W5r9Vn36d60yBW1Y4SLn4MFfKnW1s0-vC2w8304W5Ysm9G7w2pFTW5bZKsp21PVmhW2mn2ZH20YSQ2W3n7_0J7hg2-gW9gfhfF6NlMBfW16fxBv6WLrYBW1JzHJx3SYs4ZN7GBXw4Kd_t8VYMW182Rmw6cVGZ27k5t-z_4W4h392p528d6DW5ntMGs2slmslW1J3p2z3PQyzQW73bWqS11xQ2k3bS-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgT2KW5S6scX4sJKGqN6n_spTs8WBHN8lJWPWrsy2SW3vLSBt9749ryW50rGvV59N39RW69b5jt4f3bkqW5J3dyw2d-nVrVtwKP35WcBrCW4nl6Y5896qFzW8dm9Fb2p3V9LM1mwmzG6tgSW7T9tCj978LwZW22cDrG1vXDxMW1tnYqz6t_Z7MW5rVxFR3GbNH8W3kY_l74BwCpYVZQ7SH4NzSfxW5N4J0b8jRmF-W4c3Hg72w6Sp5V5HNgN5ZQfj4W5B417Y2ghH5gW4SJ69W4P_yHL3b0s1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWFdc96G-RqyW75XpCs9dmHs6W7dH9HJ4BN0V4N2L_pzf3q8_QV1-WJV7CgNv9W7ZYrV81pb_vSVvDrj01XKZ-rW7tQPJV3FHHNZW6--5km1VVmkBMwFtLPzcC9JW6CC9Cp2twslJW6C3pLz4NB1hVW1Hs0Jc3DWVxTW2CzFPH12hdrsW4s-Df99bNjxnW1dHqrc6QKXlBW1tBjqZ7qnYZtW4C500n5z4M70W2l9ZRr3Gm5DKW3S2TTC3Kvt8pW74bx-G3ts1ThN26w7N9brcDTVzBl6G8V8HrsVQrFpM8-KkzkW5h2TwP6GdF5rW4fw45-4QsTh4W287HBJ7HpQtW37-z1
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FOMC meeting will be held December 14-15. The committee will probably decide to double 
the pace of tapering from $15 billion per month to $30 billion per month, setting the stage for 
a rate hike before mid-2022. 
  
During the previous three tantrums, Fed officials were spooked by the stock market selloffs. 
They responded to these tantrums by backing off from their hawkish stance. Their dovish 
talk calmed the markets, allowing the bull market to continue. This time, Fed officials may 
be more spooked by the jump in inflation than by any tantrum in the financial markets. 
Consider the following related developments: 
  
(1) The FOMC undoubtedly will have a close look at November’s CPI report, which will be 
released on Friday. The index was up 6.2% y/y during October. It is likely to be higher in 
November, led by rising auto prices and rents (Fig. 2). While the price of crude oil dropped 
sharply during November, the retail price of gasoline continued to rise (Fig. 3 and Fig. 4). 
  
(2) On Friday, the 2-year US Treasury note yield rose to 0.60%, and the 12-month federal 
funds futures rose to 0.56% (Fig. 5). Both are clearly signaling two, and possibly three, 
25bps hikes in the federal funds rate next year. Keep in mind that this implies that the 
federal funds rate should end 2022 at either 0.50% or 0.75%—not exactly levels that would 
kill the bull market in stocks. 
  
(3) The yield-curve spread between the 10-year US Treasury and the 2-year US Treasury 
continues to narrow significantly (Fig. 6). It is down from a recent peak of 129bps on 
October 8 to 75bps on Friday. 
  
In our 2019 book The Yield Curve: What Is It Real Predicting?, Melissa and I concluded that 
narrowing yield-curve spreads tend to predict financial crises, which can morph into credit 
crises, which cause recessions. So the yield curve is currently suggesting that once the Fed 
starts to raise interest rates next year, something could break in the credit markets. 
Presumably, that could be a big threat to the bull market in stocks. 
  
Strategy II: Mounting Nervousness. Sentiment seems quite bearish in the stock market. 
The CBOE Equity Put/Call Ratio jumped to 0.74 on Friday, the highest reading since April 2, 
2020, when much of the economy was still in lockdown. It’s very unlikely that the 
government will try that response to the pandemic again. 
  
Sentiment in the stock market is neither overly bullish nor overly bearish according to the 
Bull/Bear Ratio compiled by Investors Intelligence (Fig. 7). It was 2.00 during the week of 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgTM4W3N-YBm1D2j51W6d2Y-73yc2VlW32bBn9397vSVW4wnkf73CwvYlV-BrfS4Z0LfpVLrmzP4k-h0pW2sXzzG5X_4XSW7bDhHt5_mT5wW4qq2Qw8gH9g0W12jk0S8kSQCNVRj5Xy60z89kVlzcpg8V3wHjW2sxKH14kF3KVN4BDPcVjf8Z7W29TBws83QYf_W79Pk5N1WHmvTW950g1w6BMfVfW5W5JZL1qFmF4W5v9h5X6nC6l_W9cQH6V2hSmskW8tMF_m3SPNKLW85MVGP1c00wj37_81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgRLCW632KS233r8pcW24T3bW4g9RJyW1KTp2N3SCJ-kN4Gg2l8dTwpWW98G1hZ2ZmqjdVHCb8-7m8hhHN4nzmcW4-9M8W8f5Kh52yv2FJN6Dy6Fhyv9KvW6cS_kC6Q3mMyVKvrL93cLJdDW6_sc6d3ghDXxN2gPn9wRZvnFW5hHVJN8TGYZJW97Pgq620vRryW7K-l723RRr6-W9768pg8CXVKfW6pbKgt6JPz4DW7GvC3C7NvRPMVsmRBc88QFsLVPqwrx520mzQN4V2YRzVZj1K354_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgYphW7VhJJZ7nHbd7W2_DsQS3Gm3d1W3RC4Yc3F9mCpN2LRGR8wgykRW8klJ-h5qGNXdW18WPjb6jC50rW4Gl5KP1N5x7TW77T3Gh1hq_CKW8SWLbH2FdGtSM7mWZwSckz7W4X6Nf35q6jnfW1zrRb64w6655N3LRndgGfHGXVjn9Ll8BvHrWW8Mh7WD5G57FKW7BM7Rh4rPQHmW3Gj-YB7Px31hW1RGC5J2nm8bKW8_gsth1GGSJSW47RD0B5VZ9wXW3X2Kwf1Q43sfW6rY0jL5qhh0r35-21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7Cg-XpVbkrJ06QfNFqN1kh_2Jr4XcXW5m36Bl9bR6t3W689j6J7fhXTMW1sthcv8KpRpkW4f18Pk8sMrd0W7x0zj25_LFVbW48smD-1rYwlgW8VPkLm6LMQCPW6CLNHb8NF5y-W2V1m_f6B3NhsW5lKcd83t_W7DW6frskY6PyYTbW5PCcb41PfpqqN5G6k72xnRt4W8Msdsp5gfKP8VwBYnF3D-39FVstJv36mKN2SW4DCmbT2WHvNnW1_pPsk7ZQLVVW77GcD71KYWGLW1RzWrt3rqx2y3f581
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgC9RW2tGwCH74FGdlW5gz7XN8tCLY0W5bS6hr8PnFFjW4vSl1-2kCbqbW4qdVc89m3wQ3W6ksNcZ5jK6MWN73rFfNLM93KW1vPn336dVtZWW3Pcbx-5rQ90_W4yqvF16mKgRHW2x9BD25pkMVdN7wtFzL8SzrnW8TZVnJ6KbhJLW8gwDKW610vLnW8shY8_6brTvXW7lXTKF5r-nc8N80s_qXcC72WN2VVcjVnWl9NW8pKwMq3HwK2bW1t_nWj4tsRPHVBCJyY32WXr_W8k30lk4p8dXn3p5l1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjp75nKwhV3Zsc37CgVkMW134b0q13Q_yXW8sfyY11N0kYBW4lQS9m4pkRHfW3gVt-p5nf_YpW3kbrc72qZF8MVkj1RN4dqQztW4b9z7w60GFM-W6H2KjC7RTClQVZhsyd63T2fdW1VhJKL1B_YTxW72Jdb02BVWPsW9cvRSY3nx72yW2Jq3tS790qjxN5FVh8Ly3vqmW6C6jr_71ZjnpW1qB_W_8NH9PGW25K0Jv1HbxNFW68Z5cP8_4XHGW8fcGYk9g-dJ-W1VhjX83kvj43W8N-Bm83K_dP7W8MBLyc1_vH3RW1k4t5v7G1xpQW3BCzlT4BKMbYN2P53Cgd0jf5W3dr5xT5Yd6DrW57mZHj6QcDsyW4X0N234nKz98W5xFLbw8h79cLW7cvbJf6YFg93W3nRRYS36Jy-bN3CqpTvG8HFxW39hRdR50PTdHW7Jb6w748mMtKW2jwKsb8x57vFN11vxkdbpgKVVwN1T64XN_jnW1tKxBk7js8Z8W9fDjSN82JB59W2yx3jW29BZDn3hRx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgMwwN14SdyD8f6m-W4vFmHg5yTbHbW5chYx48K41RQW7F2RWZ43-7fDW8bHdwg76C1hGW7YyKg11-FN7CW3F-z8q4k_jZmW4Hbzdq4mPf0QV38x7l8n34wNW7TBp1J5Hz5PsW87VByC1YjjglVQnrBC41590WN4-f4b6Gt94sW21F8sZ4j-XgXW1HT8jF26L6hqW74wNMk2vtr_LVHKKFc1drbKRN4RF_bbY0FcZVgrjDj3X6XQ1W2TV8J66n1rymW7mf6m_3ZYmHPW1jMKvN5v7mnH38Vw1
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November 30. Bullish readings tend to be around 3.00 and higher, while bearish ones tend 
to be around 1.00 and less. Contrarians tend to view overly bullish ratios as sell signals and 
overly bearish ones as buy signals. They don’t have much to work with when the ratio is 
2.00. 
  
The recent selloffs in US tech stocks, Chinese stocks, and cryptocurrencies suggest that 
investors are becoming more risk averse. That’s evidenced by the rally in the Treasury bond 
market too. 
  
From a contrarian perspective, on balance, these sentiment developments are more bullish 
than bearish for quality stocks, at least over the near term, in our opinion. SMidCaps are 
especially cheap relative to LargeCaps, as we discussed in yesterday’s Morning Briefing. 
  
Strategy III: Betting on Earnings Growth and Liquidity. There’s mounting chatter about 
a major correction or even a bear market now that the Fed is likely to tighten monetary 
policy at a faster pace in 2022. Joe and I are still in the bullish camp. As we noted 
yesterday, economic growth remains strong, and the outlook for earnings growth remains 
upbeat. We are concerned that the S&P 500’s valuation multiple continues to be elevated; 
however, it may remain so given that there is so much liquidity in the financial markets. 
Consider the following: 
  
(1) The stock market equation is simply P = P/E x E. The P/E is mostly cyclical and 
trendless. S&P 500 earnings (E) tends to grow along a 6% long-term trendline within a 
range of 5%-7% long-term growth (Fig. 8). That determines the trend growth rate in the S&P 
500 stock price index (Fig. 9). 
  
(2) The yearly percent change in the S&P 500 stock price index, on a monthly basis, is 
highly correlated with the y/y growth rate in S&P 500 earnings, on a quarterly basis (Fig. 10 
and Fig. 11). The growth rate in earnings undoubtedly peaked during Q2 at 88.5%. It fell to 
39.1% during Q3 and should be down to 19.0% during Q4, according to the analysts’ 
consensus. Next year’s quarterly growth rates are likely to be in the mid-single digits. 
  
(3) Bear markets are caused by recessions, which tend to be caused by credit crunches 
and/or soaring oil prices. Debbie and I don’t expect a recession in 2022. We do expect that 
the S&P 500 will rise at rates in the single digits in concert with earnings growth. 
  
Strategy IV: The Growth vs Value Rollercoaster. Growth stocks tend to outperform Value 
stocks during periods of relatively slow growth, when both inflation and interest rates are 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjp73q905V1-WJV7CgPGPVxNY4n2cxCVyN8cGkTlwKD4XVbSTnY10cXrbW1CXFL733b-SQW9cQ6vY8cth1HW7Ht0ms2vCxjHN9dDx6ccC6l1W8Pd6Pb4gv7S1W622-QD1vpH4TVq9_qL3RH6kHW1DhVQk5yw2KQW22lP5b91Lpp1W8Q7tYt6p1hspW66Q_s-3Pt6gKW5d3jcs7j0TD3W93_SbS77MqS9W7X7B0q9cVQ1ZW6mSdF23Ds0cCW8GHF4L3Dv-GpW760fGf8VW96kW1zM0sN8HnKyhVr64hh3cxFq7W5YlR317FX9BDW635kpD1l980k2lH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgXXgVZZmrx26yW5CW2CBkRk31WFJ1W16-6zY3j4zvxVVbXJS8B6kcBW87cz5Q6mJ2wYW3Fyvrl54Gf1QW2D7RpS3_l2gtVRqrPB88Z6rQW5hZ7Qv3DcPWSW90xWst90wDDPVcdrWb9dgg29W8dR9_D1QXCrSW5nVtjR2FQJTdW4cDkC_7YCyK0W8vsKfH3lj8ZxW47GDns1bNkNHW1W118j5XfyyTW3Rkhz12r6sPPW5NQGmW809CDSW2Zq45J4klGz7W6rwdj03wcz_tW7G8c5-1vsdxl389S1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgKjLW1d0j3r8X0Xp4W3z9CrJ2466p1W6MFXQm4H-BfVW4bMq_C8q1wMTW2m7Vt_4_Q_bPW5mxkgL6SnHTgW6fNSgc1j7SvQW4YZBjS2KXBvlW1k5pNV5JDftrW7WxCXL25cXvRDnGWHGKYfvW7GyRfr78xmqtW6LjtLJ7tPXJzN7vggDH4X1W_V4s6KM8w2LvTW6F-lw32Y7TCTW7QtBVl5h6YqRW3SpK7B6c5WBjN19Sy_nq0MpDW2dSxlD4S2pjXW8nm2Qs5d0sQ2W26dwrZ4B3M8V376_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgPyGW8qD9Y46j5nZdW6m3G3K6jlgpHW11zLpm8dZtvQW2YDCpL8wlsCMW6G2dtJ29L58VW991G9j7xLRfRW4NDQjt62t-gtW1YZkTT5HcRHzW7TQzRm5LKyBpW6W6Y4F5d-Kn7W9dtnJJ4cBs10W22Mb6L9gjrW0W61VxXZ1Z6QZgW7z385l76DB0QW9jTZ3F1xQl4TW3X8bxq3DzgTWW8Mp-3C9l2ldDW8_Cxdg90hy7bW4XJKcV9fFtYNW8516rb193NgYN550X9j8v2fVW93vqFx8Xq0jG3jJj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgNwjW1h8Qpf6CywDDVvwPT91fZlm5W1Lz1p28DwzjXV5_rS55wPNzSW3fh26G6xD9dKW2pd6Z67tjsDqW8j7TnD8_F7r9W1dBdSj3lvln1W3yHl7g6HWnKJN6hnWcmWn44pW40tQts6-YpdbW32C4BS5TQH_dVVkNxq744vytW2Q6Pqx2ptL21W6qf-lb4LP-tPW1nPqG98b9lfDW21FjZT49mZVfW5sxV9C66Jyq5W2WsCTb9jTYdNN737fpG85n33W7fWylk7QmQV5W7xM5g71pFSFf3bDJ1
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relatively low. Value is supposed to outperform when inflation and interest rates are rising. 
This playbook hasn’t been very helpful this year. Consider the following: 
  
(1) Growth has been the winner so far. Since the start of the latest bull run—i.e., after the 
market bottomed during March 23, 2020, through Friday’s close—the S&P 500 is up 
102.8%, led by a 122.3% increase in Growth; Value has lagged Growth with a gain of 
79.7% (Fig. 12). Since the S&P 500 rose to a record high of 4704.54 on November 18 
through Friday’s close, the S&P 500 is down 3.5%, with Growth down 4.1% and Value down 
2.8% since then. 
  
Since the start of the bull market on March 9, 2009, the S&P 500 is up 570.8% with Growth 
up 788.2% and Value up 376.9% (Fig. 13). 
  
(2) Sources of outperformance. The outperformance of Growth relative to Value has been 
fueled by faster forward earnings growth for Growth (Fig. 14). Without a doubt, even more 
important has been the spread between the forward P/Es of Growth versus Value. It 
widened from close to zero at the end of 2008 to 13.4 during the November 25 week this 
year (Fig. 15 and Fig. 16). That’s the highest since January 2001. 
  
(3) Rollercoaster ride. Since the pandemic started, Growth stocks have been viewed as the 
winners when lockdowns and social-distancing requirements weighed on Value stocks, 
which have been viewed as “reopening trades.” As a result, the waves of the pandemic 
have caused a rollercoaster ride for investors, which can been seen in the ratio of the stock 
price indexes for Growth to Value (Fig. 17). 
  
(4) Sector performance since the peak. Since the S&P 500‘s record peak on November 18 
through Friday’s close, there has been much chatter about the relative underperformance of 
Technology and other S&P 500 sectors with relatively high valuation multiples. After all, 
Growth stocks should underperform at times when inflation is heating up, which typically 
mean rising oil prices, a weakening dollar, and rising interest rates. 
  
The catch is that these conditions don’t currently prevail despite rising inflation. The federal 
funds rate will probably remain near zero through March, and the bond yield has been 
falling rather than rising lately. In addition, the price of oil has been weak, and the dollar has 
been strong lately. 
  
Furthermore, the performance derby of the S&P 500 and its sectors since November 8 
through Friday doesn’t confirm the conventional chatter. Here it is: Utilities (0.6%), 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgNYQW6PHp3J6Y88n6W7yNzcz8McLQhW3-BrTp1LhFlhW2vkpjR7JY7YQW3ZwstM1h-xF9V23KdG3nTzCWW3M404v3SmPhYW7X9cY23VdgZzW9hY1WS87T0xNW2hP7Yk8fGFDPV_FrWz2Z_tlbN4nm6J3DT0fSW3957By7rrGtyW43yVnH5hkbQ-W24FGR83ZwvtWN49fn9wSf9p3W76b29t23sPFBW5ylQD95nzDJhW40qpv54lxH_tW1FFZ_g4t7PHNW1PW49q1sJpZfW49n_Nb6BsPFC3gVh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgLKXN1t3ykd3TwFdVg5VYk6f45Z3W10jgJk4RrNjxN9fzdl41m0HlW1M5hMz467mw1W8Wpq9H19N9bHV3jCrl86VqQVW3chDZG1hp-4LW3VS9r81kWPSdN7sfpQ6KpW_VW6FJ2N12fYSg6W4JHXwW1fGKXvW5N7R-56tbsLWVRxFmJ54TNJVW8-BWqz2KL8nPW6-lz-m7ZBkQSW4jlSW47NSlktN864gnQkl1BhW7WYYMp76bBPVM8hMD0zGYHrW2R8bwg2PRH49W5Ft74Q3r7kP83gqN1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgJpDW8Z2ZWs5mgtZkW2zVfmK8D_cX0W8-Chfp42Qh0JN2nqY465RKtzW56s9HH4yqZl1W39-PjW1nk2d7W5fNkVy72SYm4W68X-yQ6pl7qnW1F2WPs6JbDXXW5vVt404YHpQWW167nrx4TfDY5W48g-sx1Hqc-CW2F5n-V79jZbjW8--PV_4rwYD6MpB8vBxyH8sW6BxTr77ZSY9KW1YGyBQ850SJwVFpT9n2dknNxN8rmL0Cwz1V2W5TG7KX9gJG2jW4yS_kP4wfdFZW2t-l5n21WLGb3nR81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgWHhN70068mMfbR7W7mvL-z7wG0sTW1wB7wj4TNDwCW52sM7945Qm8BW3-c0N92fMbNDW5T4VNL2ByxWqN6pypPB7MHsdVzBgMz89tPrLW1X4N5y8QGF9HW3Z0Cr_8pXpQWW23ZMnP4hYCyDW6693gy544k23W8vJS7P7qvq9NW35gnKM1hCV-3W7HN2JC6m-GMLW15jfGz6F38ghW2n-4Mp5CzrqYN50h3D0bLCRNW8SypFY24tjGgW6ZT1f68pmQYFW5mwNVF1XnYCYW8kQDdG6GtlK93bb41
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgTs-W497Vv78rr78xW968rVC84cGZbW31dh5D5j0ffQW8vh9nC6WtjttW1zCggX8Y128gW2P04xK7k9z8BW6Qx27k1bQ6dLVvjrZy1jjhPdN7FZkHb59j62W84NhGY7dGNHbW94-SDy4TMcldW5j1fc85yfzQCN8HDY5rXdqypN5-H42TXR7x2W1YYLrG33BjgWN4HwJmW6k--CW2BfTMD6jkLcxW3YDB_b23XN2yN61F1kFbJPm2VCnw133ydBCkN2xp3VzFYqY_W1_XTzq94v2rD3gWV1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgNMNVg5ljs32RRy8W22nSPV88G6hbW7nSL7187gpnJW9gyKp63pQTwvW5Ns56K4GWVbXW9lQpbH79FbMcW7tV5G827gD5QW8c3J7W1dGWZVW9h2WMJ35Bkh1W7Qqk0c8dD1D5W3qX3Ds3rtfvVW4b_x9r4Rp8lQW46JFj6445t3yW1t8ZlH7QBgC3VYs8LY15V9rDW5WgYK34dwX8VW52Rp_Z8tx24VW5-41zb2qBhpCW4ts80x1SVpkBW12lwm88KQLPdW6z3Q_F67Qt1QW6GnX5m7JBlJ23ljN1
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Consumer Staples (-1.0), Real Estate (-1.4), Health Care (-2.6), Information Technology (-
2.9), Energy (-3.1), S&P 500 (-3.5), Financials (-3.6), Materials (-3.8), Industrials (-3.9), 
Consumer Discretionary (-5.6), and Communication Services (-6.2). (See table.) 

 

Calendars 
  
US: Tues: Nonfarm Productivity & Unit Labor Costs -4.9%/8.3%; Trade Balance -$67.0b; 
Consumer Credit $26.0b; API Weekly Crude Oil Stocks. Wed: JOLTS; Small Business 
Optimism Index; MBA Mortgage Applications; Crude Oil Inventories. (Bloomberg estimates) 
  
Global: Tues: Eurozone GDP 2.2%q/q/3.7%y/y; Germany Industrial Production 0.8%; 
Germany ZEW Current Conditions & Expectations 5.0/25.3; UK Halifax House Price Index; 
Japan GDP 0.4%q/q/1.6%y/y. Wed: China CPI & PPI 2.5%/12.5% y/y; BOC Rate Decision 
0.25%; RBA Bulletin; Lowe. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Among these three indexes, all but MidCap 
had forward earnings at a record high last week. LargeCap’s was at a record high for a 10th 
straight week after dropping a hair below in late September due to Match’s addition to the 
index. MidCap’s improved to less than 0.1% below its record high three weeks earlier. 
SmallCap’s was at a record for a 13th week after dropping in early September for the first 
time in six months. In what has shaped up to be an extraordinary V-shaped recovery, 
LargeCap’s forward earnings has risen during 78 of the past 81 weeks, with the down 
weeks due to Tesla’s addition to the index last December, Amazon’s earnings shortfall in 
August, and Match’s addition to the index in late September. MidCap’s forward earnings is 
up in 75 of the past 79 weeks, and SmallCap’s posted 76 gains in the past 80 weeks. 
Forward earnings for these indexes had been on an uptrend from November 2019 until 
February 2020, before tumbling to a bottom by June 2020 due to the Covid-19 economic 
shutdown. LargeCap’s forward earnings has risen 57.0% from its lowest level since August 
2017; MidCap’s is now up 108.0% from its lowest level since May 2015; and SmallCap’s 
has soared 176.5% from its lowest point since August 2013. The yearly change in forward 
earnings soared to cyclical highs during 2018 due to the boost from the Tax Cuts and Jobs 
Act but began to tumble in October 2018 as y/y comparisons became more difficult. In the 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjp73q905V1-WJV7CgGnZN8_3Fz-wLqjyW6qyYs-41khXYW7lw8zd5hLN1XV1LBp0261ct-W7cvGxw5pTqcfW1g2BwT3zmjmXW2j0kJP8p3cntW6F8sFT941czHW7-cWVc6P2Y9qW6cRK_97HHcwfW1G7Xqn63Fnb7W2MbwPp2_6s3KW1xg1Bj3T3w9hW42YCWx5H7jymW7j0J4D1p0PsjW6ddzHr3CR62gW1xG1dH3wPr9bW6cmR6k8B1B1bW4R5kRn7xrslcW1lLSFv4NjCt_W7NMFz32DgMR-W1vCRhh5yskDBW6KGLV05FhkbYW7BPXH84LbzQk3kSW1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7Cg-k_W6xHQhZ8WFgbQW7SNCTp5wwC0tN2X-ps6jTHmlW99B41R5LyMSCN33SzrCWn5yyVZpW-z13MH3XVD2xT85QMcWVN25w47J8Y68pW2rXF42585ypXW3pcHFk4GScljW6Qkm621SFC79N67hkD4vtyZdTKmz-3MhVwXW8t2xr_5qbBt1M3h8YBw8r2dW5hYMz-1r2F6lVXS5zZ7skVLmW3lTqxG7vx5nmW8yXWsY2wKKSQW20qFCL92fph6VzXFWp1C2jc2W4t4VGW1tCWqK3nF-1
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latest week, the yearly rate of change in LargeCap’s forward earnings ticked down to 32.5% 
y/y in the latest week from 32.8%; and is down from a record-high 42.2% at the end of July. 
That’s up from -19.3% in May 2020, which was the lowest since October 2009. The yearly 
rate of change in MidCap’s forward earnings fell w/w to 50.5% y/y from 51.3%; that’s down 
from a record high of 78.8% at the end of May and compares to a record low of -32.7% in 
May 2020. SmallCap’s rate dropped to 68.0% y/y from 69.8%; it’s down from a record high 
of 124.2% in late June and up from a record low of -41.5% in June 2020. Companies have 
been beating consensus estimates quite handily since the Q2-2020 earnings season, 
causing analysts’ y/y earnings growth forecasts for 2021 to improve instead of decline as is 
typical. Here are the latest consensus earnings growth rates for 2021 and 2022: LargeCap 
(47.6%, 8.0%), MidCap (78.0, 8.2), and SmallCap (124.4, 13.1). 

S&P 500/400/600 Valuation (link): Valuations dropped across the board again for these 
three indexes last week. LargeCap’s forward P/E dropped 0.3pt w/w to 20.5. That’s down 
from a six-month high of 21.5 in early November and compares to an 11-month low of 20.3 
in early October. LargeCap’s forward P/E also compares to a 19-year high of 22.7 in early 
January and is up from 13.3 in March 2020, which was the lowest since March 2013. 
MidCap’s fell 0.5pt to a 20-month low of 15.7 and is down from a 13-week high of 17.1 five 
weeks ago. That compares to a seven-month high of 20.5 in early March and is 7.2pts 
below its record high of 22.9 in June 2020. SmallCap’s dropped 0.4pt to a 20-month low of 
14.4 and is down from a 13-week high of 16.1 five weeks earlier. It’s now down 12.3pts from 
its record high of 26.7 in early June 2020 when forward earnings was depressed. During 
March 2020, MidCap’s 10.7 and SmallCap’s 11.1 were their lowest readings since March 
2009. LargeCap’s forward P/E in February 2020—before Covid-19 decimated forward 
earnings—was 18.9, the highest level since June 2002. Of course, that high was still well 
below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares to the 
post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s 
P/E yet again last week, as it has been for most of the time since August 2018. In contrast, 
it was last solidly above LargeCap’s from April 2009 to August 2017; MidCap’s current 23% 
discount to LargeCap is its biggest since September 2000. SmallCap’s P/E was below 
LargeCap’s for a 68th week. That’s the longest stretch at a discount since 1999-2002; 
SmallCap’s current 30% reading is its biggest since April 2001. SmallCap’s P/E had been 
mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it 
was at a discount for a 25th straight week; SmallCap’s current 8% discount to MidCap’s is 
its biggest since July 2001. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings 
season—which came in substantially better than greatly reduced forecasts—analysts as a 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgP7lW6L5kdQ7TDF2ZW5sYJh85D9VLzW3bN-Zn5rKwtrW6c2kY63KbBNTW3DDKYM255p0ZW2lb3272xCkjfW2ppdJ29f-327W1S_94t6lYyPHN2SQZK87m24ZW5Fqj2g1fdLnTW16gFvs88rk0DW2lmWzc27yM6BW23nMJV1Xp8hJW3gCWGW1lmz6FW5SSFQ_4YSh3QW8lGFsG5kbkkLW3wMZ171yqFkvW50sFnc7NKTp3W6RwXV04pQvH7W336jKL7nHR8dW1hFp6G1sbCd7W4c0Kd77p78T13f6q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjp73q905V1-WJV7CgKyzN8fYgz-6XHmRW2gYW3Z5vqvqTMQyq_l4JGXwW5JQtwc5XHLdSW82GKGN43FQv_W62kKWq3RXJdXW4bcfxK5fGfsvW7HhhSZ11PTX2W3bf91c3WPGlqW6_7LKY7TYh-gW31Tq-82SmxFLW7GcS0J8R_h0WW64pl-X4YT0ttW2J98M84-PJ-pW2w-l6l7vwRKjW155ZBh8wdfqtW48jG603J9Q6yW684vP-51P46zN6xwyDtM5RM3W4X-tJS10r02vW83xqvY1PylLdW4jKydN4wCmtqW21L1kx9gyjhMW14C0Vh4kg1wC35BD1
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whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains endured even through the Q3 earnings warnings season, 
when forecasts typically decline. With just three companies left to report Q3 earnings, the 
S&P 500’s Q3-2021 blended earnings-per-share estimate/actual rose 6 cents w/w to 
$53.88. That represents a gain of 39.3% y/y on a frozen actual basis and a 42.3% y/y gain 
on a pro forma basis. Q3 marks the third straight quarter of double-digit percentage 
earnings growth, but is down from their respective growth rates of 88.5% and 96.3% in Q1- 
and Q2-2021. All 11 sectors again posted positive y/y earnings growth during Q3-2021. 
Here are the S&P 500 sectors’ latest earnings growth rates for Q4-2021 versus their 
blended Q3-2021 growth rates: Energy (over 10,000% in Q4-2021 versus 1,793.1% in Q3-
2021), Materials (63.0, 89.2), Industrials (51.4, 86.9), S&P 500 (21.7, 42.3), Health Care 
(19.3, 28.9), Real Estate (13.3, 34.5), Information Technology (15.0, 37.4), Communication 
Services (9.3, 35.5), Consumer Discretionary (6.4, 18.9), Financials (2.9, 36.0), Consumer 
Staples (1.7, 6.9), and Utilities (0.6, 10.3). 

 

Global Economic Indicators 
  
Germany Manufacturing Orders (link): “After incoming orders climbed to an all-time high 
in mid-2021, the index has lost more than 16 points in recent months,” the economy ministry 
noted. Factory orders posted its second big decline in three months, plunging 6.9% during 
October and 13.5% over the period, led by a decline in foreign orders. Foreign orders from 
outside the Eurozone recorded the biggest downfall, dropping 18.1% in October and 19.2% 
over the period, while orders from within the Eurozone sank 3.2% and 8.6% over the 
comparable periods. Domestic orders recovered 3.4% in October after a two-month plunge 
of 13.5%; these orders are 12.5% below June’s record high. Here’s a look at movements in 
domestic orders, along with orders from inside and outside the Eurozone, respectively, for 
the main industry groupings in October and during the three months through October: 
capital goods (+5.9%, -4.0%, -23.6% m/m & -16.2%, -10.2%, -24.4% since July), 
intermediate goods (+0.6, -3.8, -7.6 & -3.1, -9.0, -7.0), consumer durable goods (+2.4, +2.6, 
+4.6 & -18.6, +2.3, -19.7), and consumer nondurable goods (+4.8, +3.8, +5.7 & -9.0, +3.4, -
0.5).  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
  
Ed Yardeni, President & Chief Investment Strategist, 516-972-7683  
Debbie Johnson, Chief Economist, 480-664-1333  
Joe Abbott, Chief Quantitative Strategist, 732-497-5306  

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWk9ty553nDjW5Bd3F18l3JcRW3LfLlX4BN26vN6crjnS3q8_QV1-WJV7CgHbVW5Dwsmg2LPLJWW17BgRY4RKfVZW1Pp-Qf3N_L0-W1MtfVQ6FX-PDW8RGQkr2RzTlBW4smF6g2yNqY3W5-BG6R180xxqW75MG1f7j9m17W7B-RXW1vSms-W8-9Lrl7MlfkGW3xQZ0C1N7prgW9hkDqC3lxQ1qW4kN4Ft2Kh4r2VPxjYl998YmKW8p3GrF8hkGKsW7BJnlV3bnt18W5QGlj34QC9CvW14zxzx441FzWW2tw8xn86dWDFN1ZTYRVsGZGnW4hwNN_5V-gdVW1zhD7H5BPGjf36RV1
mailto:requests@yardeni.com
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