
 

 
 

 
MORNING BRIEFING 
January 3, 2022 
 
Happy 2022! 
 
 
 
 
 
 
 
 
 
 
 
 
 

YRI Webinar. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You will receive 
an email with the link to the webinar one hour before showtime. Replays are available here. 
  
Strategy I: Santa Delivered the Goods. At the end of last year, Santa outpunched the 
Grinch tag team of the rapidly spreading Omicron variant of Covid and the more hawkish 
variant of the Fed. The S&P 500 rose to a new record high of 4793.06 on Wednesday, 
December 29 (Fig. 1). On an intraday basis, it slightly exceeded our year-end target of 
4800. Consider the following: 
  
(1) Omicron takes charge of the pandemic. The number of new positive Covid results 
soared to 247,844 on December 29, based on the 10-day moving average, the highest 
since January 15, 2021 (Fig. 2). Hospitalizations rose to 74,235 on December 31, based on 
the 10-day moving average, the highest since October 1, 2021. 
  
Apparently, investors believe that Omicron, which is spreading like wildfire, may flame out 
sooner rather than later and provide widespread herd immunity. There are reports that 
Omicron, which tends to have milder symptoms than previous variants of Covid, may also 
provide immunity against its predecessors. (This potential upbeat outlook has been 
confirmed by a few of my doctor friends.) 
  
Investors were also relieved that President Joe Biden backed off from even suggesting that 
another round of social-distancing restrictions, especially lockdowns, would be mandated by 
the federal government. Instead, on Monday, December 27, he said: “Look, there is no 

 
Check out the accompanying chart collection. 
  
(1) Santa outpunched the two Grinches. (2) Omicron spreading like wildfire, and could burn out 
quickly. (3) Biden hands the pandemic back to state governors. (4) The Fed should be done tapering 
by March. (5) Whose afraid of 75bps? (6) Yield curve says don’t fight the bond market. (7) Santa’s 
earnings-led meltup. (8) Fewer kinks in supply chain. (9) Lots of booming economic indicators. (10) 
Plenty of liquidity, which is more liquid than it was before the pandemic. (11) The case against Volcker 
2.0. (12) Durable goods prices soaring after deflating for many years. (13) Rent inflation will remain 
troublesome. (14) Inflation may be peaking according to regional business surveys. (15) Movie review: 
“Being the Ricardos” (+ +). 
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Y59kQw3V7Wycr7CgPp2W8snNVk3ZyfnFW8ZDp8H4041vPW7WR9_44ZCYw5V30xpS5qCMldW2vKS488DFk1_W2Z7Fdz514Y_WVPdR2-75VRCtVklmwk3b2NzZW2k50PK8GZCCzW5hc4DG58zsfDW8wZQ9H7_-jb9W5PPrgr1KT4c8W32Xqx02XMwM6W9m3tDG49gTXNW1VT5-t1VpG0mW3fJSqQ4-_fJcW8bCtFg6SKb28W61kKCb8h-FKnW25XXm522whQ4W6nTSbP7Ch7wJW4sRv_t2Y5LP1W7snDDr4vxxJTW6cxdcc8KNxNtW6qXfcw63zG5hW8vCyJg7YxLp7N516lqsZW2HPW41LczQ289pwnW5v88741z16_yW1LBj3y2ZkQ-5W5P6njz27vW6KW45RkGT8y1n2xN2-m7SQzQVG4N3clMmKd2ld1W3npcW62XLsM0W46ZnzY2nnSL4W2fpzLS928vfRW1wsC2F2f9dSzW6Csw-f4mKfMDW6fY0cb4d_6_tW8WHRdv1gQ5wtW7zlZQS56dpPbW6zwNwH9lCB_CVSQhw22MBZccW9bRwlV6Y5rsYW2sw3l41r9_XZW6JbHDw9fZzw2N2qH_3SG4GwKW7WR6HJ7cX2BVW64v5JZ5jy06JW8lMcj01FL0m7W2tt6Nh8FFxX3W5VgFvx6ssDgfW1xPV-w86C7mfW4nxKg88tKk-cW6CdlzT2fwn8pW8-76qQ854MsNW1DQp_K2RCmhxW8vqyK41rQ6CwW23fFhy3q9zsTW1-YpcZ6yqZ4tN3stqWJY1Nk9W8z6v6c7p1xGyW1H_78L33JWD6W814hb65f5VG5W5T106y9c1C0yW9cslFc5k1jHjW5sWM3521fT_JW17FGtc6ptMNT2Pb1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgCGMW6z4KcN82jnB6N3YlSmKkSvJxW6HSfCh5B4JwfW8JYG9r1Jh_0ZW2FXW6S2VBrG-W16bp9z5jjqRKN5WCt6zMSbM5N9jS7wwSQ9j_W4HBHGw80lc8KW8mzpwt6BWdtcVzb9Cv62WJJJW44gyHg39l9ZmN3J5FtwpGbmvW77_yy4530LySW48t2Hd53DQFkW1JRdY59hGNrSW4NHsQx5BjLcsW787FqX2gJLd5N6xtmdx6-GBnW5RCvPD6rnK16W4vkc4Q3-jNhNW8P49tP75KY8B35hf1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgLjfW5nxTxJ70XGNcW3Sbylz1630fZW6sydKz6n0d0PW5r0wGc8-hzVdW2cY3Rr2jTfWZVZnxXp17DDfQW2Nr24v8mX0CtW6fF1Fq6DgSLdW5nLMnm1LZVTGW66PCcR7fzGFmW3Px2G_5Xz0LkW8b9RCn920LR3W1Nt3Cx4l7Wc2W5L5Ywv61m0pxW48fzjG6f6hNMW2dXj558p-2nPW42hyBr15Fh6qVfksXX1Vw2y9W3tTLXb2HTM1kW3-bBGQ1Kt5hwW4Y_64v34ZkJXW47Yvrg6rVYQK3cqX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9ZB3q90_V1-WJV7CgG7PW6BQw9R78NljWW1qCHRr51qmcbN3WMxz2Jd14DW4wTwwc1bkswPW3qVH_C2V64pjW7y66mf73QpH_W4WCd771pM7rQW45NpdH5rr2qrMFVqp7cXcNCW2DBjpt5Pk54cVRD5cg8ktlh3W20p7gt5vQTc2W2K_5kr6v8cM2W1jwg967SWz1xW4JDsLc99x__6W98qYy-3fCnv7W7HlmRW5Rg7BXMkxj6m6hK3lVMYK2B52H0K9W29x3NQ5s4HCVW6C5HHh4mRc6_W94dtWf6-9-WNW5xVjvZ1dXGmgW7jbWKg40Z6KzW1FKL0c13QbFfW3L_n3H1v9YgwVbHLfg8p_3jnW58jpgx1m_tHPW2lPJPw2s7QgmVxs5YV7HpnMn3cq11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9YJ5nKwhV3Zsc37Cg-FWW4-NJcs2cPNsjW3Hjsjj8pg_5gVMM5Mx1rCd8PW328nJk57QFP0W66xGWJ6n8jf8W6hd7WL5hWnp3W99dxXy5J2YvyW84klrL1KhB7HW5CdLCp30VcPSW5ZKqnR4DfMDKW8FbP4h5pxjxvW47yZC52hj3xHVMm4gX1qs2Q1W7qnCq11GW3rMW8sVVqF2JKGVFVqL_N_7D1rPGW5h4NCw2X2VWkN1BZ0m0sVtn_W9kLt-K1WLvvfW1tz14B527xTPW6Pv8hw4v5lJVW5Gwf027W1RGGN1Hv2jJxSwV8W8FvQ0q5tKJybW5YQP8N2mzW33W46gH_p5SlVYLW4P2B1L5ZhBb1W2_X2pS8Tp-MKW20Jrbc292cLZW3c8rPz3wBmkTW7z_pFj3zjPD_W31dHbQ8_X522W3c0ZZL8S9426W5RGlsr8t6yvzW7389Qq4YCG2DVBhnKL5YtBblW8vxVbR7xC8p6W2QcvTl9hpz1-W5p82S92n7trVW27jDXJ8ww_Dy315-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgM7kN1d9lWyv-2-fW3YFDHB4JFgCNW6zFm8d51rZVmN7vWmrsfrNvZVqf-kz1rm-LPW1TjBDk5TqCKWW4CR5_H3HMn6XW1Xfqby5K-Dv6W5ZpLJk4ghnNhW8f_XZC7H8cVTW40GdDw4p7KxxW5s7DpV8hnlgDVLLjkH4tBzk0W1GRGXp5l0sHRW3sCwBb8F683NW6t5szf76bycBW9h4G6f1bfHfQW4TVSrr13LMBsW2stbl190nWXhW8q7YGr69N833W8PX1gK8vW9cPW2Yttgy3LK_083fgh1
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federal solution. This gets solved at a state level.” That very same day, the Centers for 
Disease Control and Prevention (CDC) issued the following statement: “Given what we 
currently know about COVID-19 and the Omicron variant, CDC is shortening the 
recommended time for isolation from 10 days for people with COVID-19 to 5 days, if 
asymptomatic, followed by 5 days of wearing a mask when around others.” 
  
(2) The Fed hasn’t spooked the bond market so far. The December 15 statement of the 
FOMC announced that starting this month, the Fed’s purchases of Treasury and agency 
mortgage-backed securities will be reduced by $30 billion per month from $120 billion per 
month (which has been the pace since the start of 2021) to $90 billion this month, $60 
billion in February, $30 billion in March, and zero in April. 
  
The end of tapering will set the stage for three 25bps hikes in the federal funds rate over the 
rest of this year, according to the FOMC’s latest dot plot. At the end of last week, the two-
year US Treasury note yield was 0.73% and the 12-month federal funds rate futures was 
0.70%, confirming that investors are expecting to see a 0.75% federal funds rate a year 
from now (Fig. 3). 
  
At the end of last year, stock investors seemed remarkably calm about this outlook. That’s 
because the prospects of a federal funds rate only 75bps above zero later this year doesn’t 
seem like a showstopper for economic growth. Of course, much will depend on how the 
bond market reacts to tighter monetary policy. The 10-year US Treasury yield was 
remarkably subdued around 1.50% last year despite the jump in inflation (Fig. 4 and Fig. 5). 
  
At the start of 2021, Debbie and I were predicting 2.00% for the bond yield at year-end. It 
got as high as 1.74% on March 31. In mid-2021, we reeled in our year-end target to 1.50%. 
Now 2.00% is our year-end 2022 target. The yield-curve spreads between the 10-2 years 
and 5-2 years notes suggest that bond investors believe that a federal funds rate of 0.75% 
might be enough to slow down both inflation and economic growth (Fig. 6). For now, we are 
inclined to agree, though we admit we are doing so mostly because we don’t want to fight 
the bond market. 
  
(3) Santa’s earnings-led meltup. We started last year with a target of 4300 for the S&P 500 
price index. It got there well ahead of schedule on July 1. By mid-2021, we had raised that 
target to 4800. We reckon that the Santa Claus rally started early this year, i.e., well before 
Thanksgiving, when the index bottomed at 4300.46 on October 4. It is up 10.8% since then 
through the end of last year and up 113.0% from its March 18, 2020 bottom. Ho-ho-ho! 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Zh3q90JV1-WJV7CgFHBW67vCzl7DtFLKW5n3bqr4RPlXTW48K_tL1z-r7yW3hmvGd8P68rxW4Z7bJ_98yBMJW8TncZq1ljBnGW8SJV9q2x_QfcW7YDzv-3ZVpVGW6R-QQ84LnfK5W80mkf47HG4NvW718SsQ3Tr7BJW3sRHx867Mj7QW3Hr1r41QLQwpW4NRSy75NYcwMVHm1VM40BH00VpYBQh2fjP6jW4HzB2V7KWptCW99_Xjc2TqMJJW8tBT8B3kcHyDN7gRvmS8Jg_SW2G3-Wq2PGL6XW4YwhBJ6VXmrqW2h472Z9bjl-sW4N59Hm1CTstvW158Pdc7WpxVKW5PtTms5v2hcJVKDd694pxBpkVXlsvQ60wBPb35s11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Y_3q90pV1-WJV7CgHl4W6-VZvc2DLYkMW75084p5SWGxvW2Z8q3d4fQfTZW8d_zF62P_PjdW7yhyQ25fB2qfW6ShWH53LwsQ0W1y30hb8gvFWTW1GGqNT399Ny3W1LdGQ53JD72xW2XDJPZ79Q4F3W4291Pm1xcQZnVtY2Zz4fwHKNW5zZ7Gc6wJRX8W3Z2MYj2b7Js8W3WxVrQ2w-NGVN7T3GshZzZQRW60yWfn1rT2VPW5gszPt2DjYxZTdZxk5jYQznW1x6PQ784P-z3W4LQ-yX3y4LCXW1YbNXJ221-4SW9kQlYN6K02FlW3Sy5SJ26-N-5W7GWb_j1QZ2t7W30Symt1zhk3c3gK91
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Y_3q90pV1-WJV7CgG8WW7CmFXs5dJqw1W1F59077v6gtjW6Wx9DC1hbdHqW7mZ-186YwtDJW5t0zlR3C3JXYW8DYkb07R5gXzW1G1Z0D4jY4T-W6-G4XD2V7bG_W1FvW1w6D-hGwW8ZZk5k2b9BJwW7smqbn5fyP8_W7TPC-j1TtBYTW5WYhy73Tc8dJW1k9cHj5-QNnfW7DsttQ1841vNW3_1G_c5w8JsLVXq3tj5sy7CfW7ZNkB86JRptcW26BslM8f_QZhV662sp2-cCqsW6X__6931lj8cN4SpWnh5TZbvW3q_gdt2NC8PBW96rRz15DPYkWW1llX2y39gJs-W3PlbSt5vNk5H37bx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgPwzW7B-lmj7DwfqrW7rnBqH5g8ZlJW96h1086NcfwtW7-SKCD8gLhXXW6vPmPh8Rb80xVfR9-H2wY-rfW3kj-cv1xVmzpN6lkD_wHgzpCW82Lz0z7vsjkvW39vXxj3sBSP1W4YvPtd6cqyGSW7n2tCp6JlLDsW7JQbN15gpwyFW31wVPF8FL4Y-VCTzyX8zCGJ6W6Vt4z63Pc90WW656x508CxVcCW1kxxS88FD1TxW9b0ygb7zGD9XW5CpJgB1XXHnRW4HfnvF7fssN3W6FKFd52rNq2B33x31
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgWdzW8WXtXJ3h-Vz7W4HY30m3ZN_dQV4YsJs4smh3ZW8t_F5l3m2KK9V2Y-nk5FfJT0W4lbLKn4md5j3N2qrBK4kQBctW8z3Cx37lcGNNW8D6Kzb5kRYqYW9b5y-T4YyK0dW2fwWq83Jj-GJW41c2mM7sMJdVW3yhWy-4tJg66W36BV8r3g81WgW16J13g1ZjGG9W2_7KRj1hk-_vW96qV024X8Y79VSQwtd7nPftNW7QcNyF3hYW6cV3yWwZ62Q1n1W11FXZc1Ysgl0W55S_NM68MLr13c511
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7Cg-cfVgf9PY851GKXW6Mzc788nW_N8W8q31wG68dWXFW8Z6RBt3vnbH1N2YZWtZSysJ0VdDYQW6sc300W1Y5Kb611-ksYW4vXXn28LRR_5W7C8XkD8cDrbCMnvmcBmD08qW3JGtXX7PQKHRW9dSzfP2mRKRQVqz9rX4_CjLHW83qFrb6BGFP-W2KQsc34FFShKVWR7fB6Y0YFkW2v5_vx573VflW9ffSkM1jWPnbW2bckwt7PH1wbVqRGPK3pp2m8W58rLlB59v0PtVWS3L775B9Rn3jmm1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgRHHW66C_vb8Sd52kW8-8wCz3js10SN7xs48qXQcDDVfW4Gj9lzDrFW5mhctP8DyCRYW6-d3KB27lTt3W2zhTzk34Cg9jW2D1PkS7s9T_gN57l-KBGBjFnW4242ls1tfLZ6W793Hlp5tylWfW22q1nb6lqRxQW5gCcsB8wCxbnW1G0zCF2GX0QqW2j0Fqm1G94ZGN3J_WDrYhJnJVTKPBt4HtxxNW7mCw8g2-kk5DW7hkWwr42lb-DW41jBWy97LmVrN8SN7BHsFJhkVdd99q8Nnnl83fzH1
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The initial meltup from 2021’s bottom was led by an explosive jump in the forward P/E of the 
S&P 500 from 12.9 at the end of March 2020 to a high of 23.2 during September 2020. 
Since then, the meltup has been led by forward earnings, i.e., the time-weighted average of 
analysts’ consensus earnings estimates for this year and next. As shown by our Blue 
Angels framework, forward earnings continued to rise to a new record high during the 
December 28 week, while the forward P/E has remained surprisingly elevated in the 20.0-
22.0 range since mid-2021 (Fig. 7). 
  
The forward P/E of the S&P 500 has remained remarkably high, mostly because the 
valuation multiple of the S&P 500 Growth stock price index has been amazingly steady, at 
around 28.0 since mid-2020 (Fig. 8). That’s very unusual given the surge in the inflation rate 
and the increasingly hawkish stance of the Fed. We attribute that resilience to the ample 
liquidity provided by excessively stimulative monetary and fiscal policies since the start of 
the pandemic, as we discuss after the next section. 
  
US Economy I: 2021 Ended with a Bang. US economic growth ended 2021 with a boom. 
The boom might continue into this year if the Omicron variant of Covid continues to spread 
like wildfire, causing the fourth wave of the pandemic to peak within the next few weeks and 
resulting in widespread herd immunity, as we discussed in the first section. That would 
boost consumer spending, particularly on services. 
  
Another positive in the outlook is a prospective rebound in motor vehicle production (and 
sales), assuming that the shortage of semiconductor chips that has weighed on the auto 
industry eases. Inventory restocking of autos and other durable goods should also fuel 
economic growth. So should strong capital spending. Here are the latest booming 
indicators: 
  
(1) US consumers were born to shop. According to Mastercard SpendingPulseTM, holiday 
retail sales excluding automotive increased 8.5% y/y this holiday season, which ran from 
November 1 through December 24. Online sales grew 11.0%. Mastercard SpendingPulse 
measures in-store and online retail sales across all forms of payment. Of course, some of 
the increase was attributable to inflation. 
  
(2) Q4 real GDP boomed. In any event, the Atlanta Fed’s GDPNow model shows real GDP 
tracking at a booming annual rate of 7.6% (saar) during Q4, as of December 23. Real 
consumer spending is tracking at 5.5%, while real gross domestic investment growth is a 
whopping 16.9%. 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgHNwW7PV94k1xvbcsW25DNZw95DBhkW2XsM4_584x9_W6hCZ726YNndzVpQSZX2sgm3RW8xbN874gHGyBW1Dw5d38tL6gqW7LY4Zz7P_LKxW6N2yL81jT-NmW33WmFm4PyvSdW8lv6MN5SC3ZcW69LN646D-2gsW6fFkC57B6J9lW5Bfnnj4Xjj3fW5-_RML4CNGPwVm57Gw3TbM2pVdNKGz7w3-mPW4NhFn247rcVXW32Kqcs7Fc32NW72Z6f_7L6HQ9W3r20v04QM0gxW75C7v77M2lnd38_J1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgDyxW3v46NM1_c-3kW8PPVbG6-M149VVFcw859gTzNW6R6gvf953D6nW5VsgPg4hgvx9W5-GyT81R-1yXW12nGvs623zXmW5vTShG5tVP6nN4DYThSgrd-HW6RNlBv691_cVW1GWJBB5rFB_sW8XXGZh4fD_NpW2xtvYN8V-S7BW4CTnYJ4Z4PvzW1J9R-67YRpBsW1ksyqh8db9dgW1HS6Qw7sz_qlW7FNYwW6bWMdvW4cBKLX7Fq-TNW2Sr9f153RXXrW8gf2KG2mRm94N1ZqLtpC94mS37dj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Xw5nKv5V3Zsc37CgZngW3-6V1R35VrtgW6PZddL4KxybfW7NwbV62HG4_3W7KjP0z6hSh5MW538lrb3qHRZyW8g1PHc15h5BdW3BnYFy8rNlFxW9dTV2Y5MtHLGMMcxPlf0yzkW84vVVZ8fkf5xW7KNKDn4KFrVFW474vqB98611tW7Wm0R93nsn_NW6SGHjS5nGDPrW2W-wL45KjpP0W50nsqS7r0bGGW73JSY-45GwG2W5sRqLS7c-XTtW656cF47xrjxbN2t9vZVDQRkXW81yc-R8QR3VYV1wF8q3l8kYsVt2Kdg5GKCjwW5KJhpb6-Nc1NW6VFffP8BMYqxW7GdYPh6tXF99W5pxnPc96dKQ6W42JlFW6N4fzjW4Y08R15nXHMfW1pZcPT32DrKqVqhdWy5Lb0tgW7RVdZB7S-hCW33nG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9YJ3q905V1-WJV7CgCf1N2VPYh_j_j66W4m03lH6dSfqdW9ldxDp3bY-27VWDXJY1Y95rXW1tXzvJ6vPp67W8Pd6RV91GpqSW67yRZ_3CRwzVW15-bsP775tNhW2R5C022_LQHyW1BlMyR6gTWD8W7jkgmg3Fd9bjW6tS6zx7_dkGHW5K-qV21BTtDLW2l-10V3XSY1vW5RbnSQ4QYBKmW4lTlpJ1HybDtW2SPg-n2fXR8RW3C1gLC8Kx2NTW84GZFc6sRLrNW2mzvv920qF-XW48sFGS4l9m-5W4zWYB05kbWdgW5XM5Gb4nZWWTN1rP6d9ypncr36gb1
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(3) Fewer kinks in the supply chain. Supply-chain disruptions don’t seem to be a serious 
obstacle to growth. In any event, they seem to be receding. In the US, Debbie and I monitor 
the average of the unfilled orders and delivery times indexes of the regional business 
surveys conducted by five of the Federal Reserve Banks. This average index peaked at a 
record 27.3 during May (Fig. 9). It was down to 16.3 during December, the lowest reading 
since February. 
  
Over in Japan, auto production plunged during the summer and fall as a result of parts 
shortages. Output soared during November (Fig. 10). Toyota Motor Corp. last week said its 
global output had bounced back in November to just 1% below last year’s level. 
  
(4) Consumers were happier during the holidays. The Conference Board Consumer 
Confidence Index increased again in December after an upward revision in November. The 
Index now stands at 115.8, up from 111.9 in November (Fig. 11). The labor market remains 
strong, as 55.1% of consumers said jobs were “plentiful,” down from 55.5%—still a strong 
reading historically (Fig. 12). In addition, 25.1% of consumers expect more jobs to be 
available in the months ahead, up from 22.8%. 
  
Interestingly, concerns about inflation declined after hitting a 13-year high last month, as did 
concerns about Covid-19, despite reports of continued price increases and the emergence 
of the Omicron variant. 
  
(5) Purchasing managers remain upbeat. Markit’s flash US Composite PMI posted 56.9 in 
December, down slightly from 57.2 in November. Service-sector business activity (57.5) 
remained strong, with manufacturers (57.8) registering a slight downtick in the pace of 
expansion in production (Fig. 13). 
  
(6) CEOs are upbeat too. The Business Roundtable’s survey of CEOs shows that their 
confidence index rose to a record high of 123.5 during Q4 (Fig. 14). This series is a very 
good coincident indicator of the y/y growth rates of both nominal and real capital spending 
in GDP. Clearly, CEOs aren’t fretting much about supply-chain disruptions, labor shortages, 
or rising labor and commodity costs. Instead, they are likely to do what they can to 
overcome these challenges by spending more on productivity-enhancing capital equipment 
and technologies. We believe that they are rising to the challenges they face! 
  
US Economy II: More Liquid Liquidity. Why is the economy booming? Why are consumer 
and asset prices soaring? Since the start of the pandemic, fiscal and monetary policies 
have been flooding the economy and financial markets with unprecedented liquidity. Debbie 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgQVCW3Rk89y4bP0yqF6fw0NBnl4LW5RSQyg7Bhl0QW7QpZCV351CKHW246j081lpqNFW3NXc4s2FHcsXW5WKxyQ5rFDsyW8gft_87gSQrsW5Nlr6z2b_r5kW65hCZ55kvWd8W2zGrRk359p-pW7jx5yz6MjN_gW2gznNs73CrBhW20xB0M6z1wvRW367GgT7XFwvlVsmJ7V8syM-4N4jt_ndp_nmmW3_qKnh4MZNB_W5zvmSv8S0NGMW82_YZg5-dmVDW2ppmdd8s4djBW25r9Ff7FjSzp37RH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgFwsW8K4nRL6l_v78N1f8NHg54mbDV2CWTJ6K6SPlW1zzbqZ4JM-54W2fYb528BK_33W1Dh67G2dkMHBW93WnkN1Rb4dDN6wvd5hr9wKDN6rM5kCLdh3SW7D9YpZ2wbpQ-N6b91Xz4WFBKW7XsPBm5FyvM9W4SJqJn7PgY-XN63RXhLr_3k1W5N5Kzn3xf-ZhW4CmfNV4Yk0PPW3hLKzN3-M53VW62qKlb1gJsZdW2cpVYj45btNXW1c4mhX6ZTymfW6Ky7VF6nMxM3W1VtC227_B4XN3p921
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgF4fW3bNjMD6G_DD3N4Fdj6rlV1VDN8VJtTLSrKZ0W7VGx4K6sFfZ7VRrDfJ4PnG1wW3MTWfx1080ssW4_j3pX56hRcZW8DZDQ481XxfyW4HTNh_480BNFW6DNNsV9kw85PW9cWHm43JsBc6W3DZvGF2jV-JRW27tgd88fV9byW2GHDTp2k2rzYW5xcth46zXFrjW6ykJnJ7hgNwnVJlpLN5qQTVCW5z7PSb1yJVHKW1Wq5PB1C-QccW46LmTS5SwjWRW2GJwHH5_SLgrW5KMqgv5m9-Dt389w1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgLsYVfsPxt2T8nSVW7CP1733SzjftW2FHsxl12C5d9W7T3K_n25l2YKW578jKY8FyjKpW56Sj9y6TnXVyW7yQ-Yx6fJpZNW1YVt8m2ms7h_W3GMSN82tC4WxW45PvHt1tFfMyW3TWw9G2F19TlW8Y4VW_4twtDXN6FyvF6wdg3BN7BwYrgwVg9sW7XwrsD2T6BbyW4BGTJG6KTq0KW1_R1r96sSklyW85syr03vky1gW6cYqFF3G1rY0W7shdb46H2nGCW4lGxgw2-FnDTW47hcPF3mHXXp3lqj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgKG1W20vdGx2GRjNfW3dQ0PR3V_jd3W5JtMpq4k41PYW7ytS4s8knyVHW4z46ZW2Gz6fYW90ZW8k7wK4zQW5V57gn1TH78_W3ppM2l18pwWLW3pp4wC8JFM86W4ZS1y23VyClqW4LSxqT7zZvZ3W5QG_sS7ZkfhfW8t_W282ZFD2pW2rrBcY7S3FWSW1Gs6m_44RXT0W8nyCYk4p3sPtW1Q7-mb6lXVxhW79-tCr38qG_WW8Yt70611ZjYbW6DcRJX232N-fVGVDFh7gSgtrW7Rz3-72pB2Wc3gv01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgK49W4GlyXb4SzZDyW1MLtpW3SfhmWW7Wk5QF6wZW4TV4vshL8j39XWW1fl46R5pt8mQW9hV14K1zlQHcVf5B965r_MSNW8bl7yx3rSq3yVkwjYj2H-QfjVl-74g90t6bpVT4JHZ3Lgl4rW5L0Tw57zFv6mN2T44b5w4dXLN4y6Rc_V_3X8W3zrzJ61msH58W8cdsXD4w6ypKW6JrMYF5jp4F2VvNrZ26fXhyLW4njXm58y4hb3W42Vb9y7dVHwpW24zZvl6sTG8BW6CL9yM46rkxm2gM1
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and I aren’t worrying that the economy will fall off “fiscal and monetary cliffs” because there 
still is ample liquidity to keep the economy growing and to boost stock prices to new record 
highs in 2022. Consider the following: 
  
(1) Since February 2020 through November 2021, M2 is up $6.0 trillion to $21.4 trillion. M2 
is now equivalent to almost a year’s worth of nominal GDP. That’s a record. Leading the 
way higher has been M2’s demand deposit component, which is up $3.1 trillion over this 
same period to $4.8 trillion (Fig. 15). Demand deposits now account for 22.2% of M2, up 
from 10.5% during February 2020 (Fig. 16). The M2 measure of liquidity is the most liquid it 
has been since March 1975! 
  
(2) We estimate that the amount of excess liquidity resulting from pandemic stimulus 
policies is currently around $3.0 trillion. That’s the difference between the actual level of M2 
during November and our extrapolation of the pre-pandemic trend in M2. 
  
(3) Fiscal pandemic stimulus policies swelled the federal government deficit. In fiscal year 
2021, which ended on September 30, the federal budget deficit totaled nearly $2.8 trillion—
about $360 billion less than the deficit in 2020 but nearly triple the shortfall incurred in 2019, 
before the pandemic (Fig. 17). This reflected three rounds of “Economic Impact Payments” 
and lots of other relief and support programs. 
  
(4) The Fed’s balance sheet has expanded by almost $5.0 trillion since the start of the 
pandemic to a record $8.7 trillion at the end of last year (Fig. 18). Over the past 11 months 
through November, the Fed purchased $120 billion per month in bonds. It started to taper 
that pace during December but won’t stop this purchase program until March. 
  
The end of this program and the likely commencement of rate hiking by the Fed could 
cause the bull market in stocks to stall for a short while. However, there is ample liquidity 
left from all the rounds of pandemic stimulus to drive stock prices higher next year. The Fed 
is widely expected to raise the federal funds rate three times next year to 0.75%. That won’t 
be a surprise, and it’s only 75bps above zero. 
  
US Inflation: Volcker 2.0? We expect the PCED inflation rate, on a y/y basis, to range 
between 4.0%-5.0% through mid-2022 and to fall into the 3.0%-4.0% range during the 
second half of 2022 through all of 2023 (Fig. 19). We may have to raise these ranges given 
that the headline PCED inflation rate rose to 5.7% y/y during November. However, for now, 
we are sticking with them. 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgNcFW72grq55JdQsSW3KDwyG6sCJGwW56Vpwg13P-G-N1fbCsBQm3sgMZnRjVdmQcLW87yQ8d4lg7v1W7JmMbR7RlXtWN75-QMLTNK01W7NHY1J95xdydW2SX9Hf10fPVBN8wdfLj4HYj6W8j331G2wZ3JcW30L5Hv6VsHyQW1Dthv07HhybnN7NZJv22fhzlW2HCXq091kkg8W4r8Nhp2NyHN1W56RnWn8Qkm3DW3Vsskp8kgYg7N7N2FWL1WvkGW7B6NlW5czNcbW4jvQHy4v-qcJ392K1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgVXwW8hFdC-8jN62QW1QqYgk8Y_xn6W246c7W6rLXJ2N8kN_5VZRkcPN6FjMSxtCwN7W2mqgP13Z4zhCN61yFRsyhq3sW70rxL63rrJ3yW7x5lJs3xB-rJW2sqYSR6cQxGZW5f0qMx1HgM4nW4dG38T8zpf58V1Fkll8rb4gdW7mpzBK54BrXXW4-7npK56TLyTW8Zhr8S2DjkkGW19xvlL6XRNg8W3XxDbc4Njh3bW3mljlG8wLdNHW8nMfhn2fQWhlW205Qw43K85GrW68fCnN3s2DTx33_y1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgNkCVkqSw2550hkYVdrwQ06dL_yqW26zSbs6FF_7gN8KxnGW8LQ1jW1g1sB97XSD1mW5DgtrT7YCwp6W1DFyw25FBx6KN3q7VCVrW9qNW4_6G805blzYnN2SFmk2P0sy4W1R56vv60T_8fN6-LKCsZX5_NVCBQls6Q9zFyN787V8BC4XqFW9f5TSq3hnG5_W8qXVrg7lb1qkW1jHx9p6F0vrgN7VngCbfN8ySW5FFVN51PcS6bW3dC3r-2-Zs7hW3YBn881JFKylW91-cFH3QzYKJ3cRx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgCSqN7py6dcqXSD-V_pSc871SVRCW5ZnXRJ7TMlF3W5-Hxjg2h6cG6W5XrwR71H9BvNW69BcnV4VlX9fN1--_bXG1wq7W30p-2s4-N4YwW83vd0P10mrXDW9fMb9W7JTW4fM4-XtDnLTwZW8WY4m793M5TlW3d3HbZ2xtZw7V2LvHx2pyvRYW3V4vH23RbYzPW54Rq_D1lPNKSW41x-GD8rmDxMW5GhbVz8n6rnBW3fL91D8FS7k2W2PRWWH7CXCwSW6mHwK-5FJQDtW4VNWc54ZV3Hs3qhH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgJdxW9gJsfy8G3cytW6GV2957pwnhhW6S0fKl7TMlFRW8xgq2X2PwcgfW1052LQ6KHm4rN5rBmX3wfDXYVzJzMx6P2f0lW5Xwxkz2VhC_gW5K8jGR7DdXCxW3jYYzF8g2x1sN1CZmPGVdstJW2m9_g94wYqdHW8_drlG52w44XW6FF7qw33KLX-VP1z8d5d4Z81N6yQTS6DQ9lgVpK2Tr30YbjVN5GcK2_Pm3m-W5kFxtT2J3BjHN2hLThNvbGgYW59xZQ1193TPtW5PMNV08cKZcD3kpD1
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Our relatively optimistic outlook for inflation isn’t based on a Volcker 2.0 scenario, which 
would be pessimistic for the economy. In 1979 and 1980, Fed Chair Paul Volcker broke the 
back of the Great Inflation of the 1970s by letting the federal funds rate soar, thus triggering 
a severe recession. In our Roaring 2020s scenario, rebounding productivity growth should 
help to avert the kind of inflation problem that occurred during the 1970s, when productivity 
growth collapsed (Fig. 20). Here are some other disinflationary considerations: 
  
(1) Nondurable goods prices. The core PCED inflation rate at 4.7% y/y during November 
was still within our range. Food and energy are the main items in the nondurable goods 
component of the PCED, which rose 7.9% y/y during November, the highest reading since 
September 2008 (Fig. 21). It tends to be quite volatile along with food and energy prices. 
  
We aren’t expecting the kind of energy-led shock now as occurred twice during the 1970s. 
We are encouraged to see that US crude oil field production continues to recover (Fig. 22). 
We are also assuming, of course, that the worst of the pandemic will be over within the next 
couple of months, or even weeks. A prolongation of the pandemic in 2022 could disrupt the 
availability of workers in the food processing industry, which would exacerbate shortages 
and cause food prices to move even higher. 
  
(2) Durable goods prices. The current bout of inflation was triggered by a demand shock 
caused by excessively stimulative fiscal and monetary policies that, in turn, overwhelmed 
supplies. The resulting supply shock was especially intense in the markets for durable 
goods, which rose to 9.7% y/y during November, the highest pace since September 1980. 
  
Durable goods prices have been mostly falling since the mid-1990s. Lots of pent-up 
demand for durable goods has been satisfied since the end of last year’s lockdown during 
March and April. That’s not the case for autos, however, where production has been 
depressed by parts shortages. New and used car prices in the PCED rose 10.8% and 
54.0% y/y during November (Fig. 23). As noted above, the sharp rebound in Japanese auto 
production during November suggests that the auto industry’s parts shortage problem may 
be abating. 
  
(3) Services prices. In the PCED, services prices rose 4.3% y/y in November, the highest 
since February 1991. These admittedly are harder to forecast, especially in the medical 
care sector. We do know that historically PCED medical services prices have risen at a 
slower pace than CPI medical services prices (Fig. 24). That’s because the former includes 
prices that are influenced by government health care programs, while the latter reflects 
mostly out-of-pocket medical services expenses. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7Cg-yDW6GSBLq3K5qTzW80tNbS6zzlBkW5Wxz-_752nC4W838ygq5SmWbkW27nvPR823kcQW4dSy8s2zxTbfW69Swh32vPbx7W5NbtlQ1S7H_XW3cwGZg5jQmGlW6Wd90w1MHfV-W4Mc7LG935FJyW8NLbNJ87C7qLN32S7K7czprwW7blKTt3R3tNJW2S1s5-7Bw0HJW5VH4C57xgqGWV138d_3b9Qr3W3jYKxp4fV1_CW6qJ-d55d718xW9jWzGj50sRSHW2CbVVt8bPWngW1Wns5G2MLMNb3jZ21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgTcpW8cB-yf5c7C40VD35j81rZ8KzW2VLw2g6DD_GRW8YpZHC16yx8rVYWhN426NmK0W2qZCBr26msj9Vn0CvT8NNpCMW1RM9pd7nSGjyW1DMYxZ422XtSW8B_Ljw6ZJPzpW4BWqjm14B44YN6kynW6HpYT6W2CVVrQ8vw6-qW6yRRyp3GFPZnN6PKNks-zY7dVhJH724WnPn3N6TkWr3ybKXTVQC6Mv89CpNZW2Nxtvj69cQNSW3m9L058Qy5SZW6SdG956ycBsKW60XdvG39djWg38zl1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgCH2VQFYlh1R5QKBW4Srs454bkdccW1xL7Zk2L2M4DW6M3SdV54Tk1FW8SQS9r7KSCT_W7gB02T8z8m7_N4lmGHcRzVrzW2qSdgw96848QN8mDqV_p6GZ9W2sSZWD62q7KLW1T2VL04WB6HdW7pw7478qy6m1W4R8VXY4-Fp70W892Bwm617VFTW2t_Y81452s0HW2jnL2v11tmSNV-nYjy3pJm2wW7T6rMV5hBBw5W1pcQPs7Q55qTW4BwRFp5f5Dx7N8ZRB6rtGPwMW2sZrWx3fS65834Kr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgZVWW3VFx758rz_lbW97dy9j2Tzv2SN3J16ztLTX54W3tHzxR2hQ_6kW68C-Zf2XShDJW8TWzPC61v1C1W29HHZc1GP3ZwW38NBY97p6tqWW1vqV7l1RRlC2N4-Hw88QVbXgW99W0qX8-C7ypW3HtbH645fZpLVLkgHj5MPK0_W2f0SXM2BG1VPN2S0pMlLGc6fN3HbnjQdm_t7N3Y00-kwMdV1W6fMtgG5W4pS5VLpWgQ1lXrKzW1H10r3273B8zW6rVx4b26XwnLW1w00_K7lTMnK3cNP1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgGXHW3WWTsm6YSFgVW50pYWQ7r9mN1W3RWdjC6DQ7v4N3GwMRytB2tVW6SRcWc2_bDG5W5Ns0kn5L6Rx4W4J4Z1z4-V9XSW4kYZlK8PHV7qW6-ypKz4zKSXdW2_H6Wv1g9jX_W6K0HZW8w1XchW2J_tPg4v70jpW7KNJ1s3mLXrLW8Jyw5X5V-bkrW3rpDDy3FRTKsW9kS5Kj3qGZNpW2dLswj1QW_P7VnZnzg4Y1QKlW8cSzq074nH5fW8HDn_X17gS1BW1wQ4_l8zj_KVW6c5ydW1MN7jh3pMc1
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Less hard to predict is rent inflation. Over the past 12 months through November, rent of 
shelter in the PCED rose 3.4%, with tenant-occupied rent up 3.0%, owners’ equivalent rent 
up 3.5%, and lodging away from home up 25.5% (Fig. 25). Given that the new median 
single-family home price has soared 25.6% since February 2020 through November 2021, it 
is likely that rent inflation will be moving higher. 
  
(4) Supply chains. Also helping to bring inflation down should be fewer supply-chain 
disruptions. As noted above, the five Fed regional business surveys are showing that these 
problems may have peaked. These five surveys also show that in the past few months 
through December, prices-paid and prices-received indexes remained at or near previous 
record highs but have stopped climbing (Fig. 26). We are expecting to see them mostly 
decline in 2022. 
  
Movie. “Being the Ricardos” (+ +) (link) is about one week in the life of Lucille Ball and Desi 
Arnaz, whose sitcom I Love Lucy aired on CBS for six years from 1951 to 1957. It was the 
most-watched show in the US in four of its six seasons. Their company Desilu Productions 
also produced The Dick Van Dyke Show, The Untouchables, Mission: Impossible, and Star 
Trek. However, their marriage was tumultuous, and they split in 1960. They managed their 
business much better than their marriage. Ironically, Lucy was falsely accused of being a 
communist even though she was married to Desi, who was a fierce anti-Marxist after 
communists forced his aristocratic family to flee Cuba. Nicole Kidman is great as Lucy; her 
performance should earn her an Oscar nomination. Javier Bardem does a good job of 
playing Desi. 

 

Calendars 
  
US: Mon: IHS Markit M-PMI 57.8; Construction Spending 0.6%. Tues: ISM M-PMI & Price 
Index 60.2/85.5; Job Openings; Motor Vehicle Sales; OPEC Meeting. (Bloomberg 
estimates) 
  
Global: Mon: Eurozone, Germany, France, Italy, and Spain M-PMIs 
58.0/57.9/54.9/61.5/56.2; China Caixin M-PMI 50.0; RBA Interest Rate Decision 0.10%. 
Tues: Germany Retail Sales -0/5%m/m/-2.0%y/y; Germany Unemployment Change & 
Unemployment Rate -15k/5.3%; France CPI 2.8% y/y; UK M-PMI 57.6. (Bloomberg 
estimates) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgYDZW2dD-v_6xp2WqW4bw7zl5Z6lMJW2wTD4q2WSw7qW9d_-p86PyP0bW1Xzhjk1QxwklW2-PGL77xThCHN6p4BS6LzkSKW2mvVbF2jKrK9W5-mvGM8q1bbqW4D-x6K5clTDCW4Rc_B09jSy_VW5gMF3G1j6nvcW8hgkgr2Vd6CzV_xM_32_Nmh8W2dSLkn5bLvMyW4QHCFN2KYPg9W80sHLN2nkDvNW2SGCBv8G10ylN2wJQJ_DWcKYW6R4WKH6Xp8w7W1scF_r2T_v_7N5pR-lZ3xj223fW81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgFx2VfwBFg8lr1xfW4jq71-5x616mW5JscBw2xc4hJW94DX6L5Tg1b8W28Mb5S6Jt8XcW19Z66z8MZlLfW2Q7mB18m5Np4VsLMrQ8whDM7W6p1QcZ4dbWXRW4fJ6Z63PzrSGW94kCbx5qsG-xW1yLysR6M_r2hN5q7j3MVGz1wW5c0nq87xY9FGN8wYzyvZx_QpW7Y9Qrf29NYqfVWSnLG27pFS0N1DD2cj1nTYvW9002s77ZmrByN19Q9nhBlnhHW7FdM3b4qRZpKN6RDLH9sgJCK3p-d1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgQ8kW5L7gYD1nkSsTW1XnFd17qSP8qN2d_bN2f3S4YW8qCJ758W-k-TW373t3s4LpdG3W827wr82PRVYJW3yxB4S8x5C7fW2vxD065dM76lW414C-T6KzXPJW7zR00L12VSmzW4drb346DlBMnW66MTFt6q0q4FW3DYSmW7y47VRV8PgK-5JjVFVW1ygf0X3Wxnc6W4QVNxG951js9W31fB6h93rFq_Vhgkm62Mqw0LW6gkp1729kNGDW5Mh8ZZ7n_59CW5rrnRx335350W1jQdzK6sLVTY31sq1
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Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index rise 0.7% 
and end the year 0.6% below its record high on December 27. The index ranked 31st of the 
49 global stock markets we follow in a week when 39 of the 49 countries rose in US dollar 
terms and the AC World ex-US index gained 0.9%. Switzerland and Taiwan also traded at a 
record high in dollar terms during the week. BRIC was the best-performing region last week 
with a gain of 1.5%, followed by EM Latin America (1.4%), EMU (1.3), EM Asia (1.1), and 
EM Eastern Europe (1.0). EMEA was the biggest underperformer, albeit with a gain of 
0.2%, followed by EAFE (0.9). Jordan was the best-performing country last week, rising 
4.6%, followed by Malaysia (3.9), Hungary (3.5), Poland (3.2), and India (2.9). Among the 
21 countries that underperformed the AC World ex-US MSCI last week, Turkey fared the 
worst with a decline of 14.2%, followed by the Philippines (-2.6), Argentina (-2.0), Korea (-
1.8), and Sri Lanka (-1.6). In December, the US MSCI rose 3.8% for its ninth monthly gain 
of the year. The US MSCI ranked 28/49 in December as the AC World ex-US index 
outperformed with a gain of 4.0%. Forty-one of the 49 countries moved higher in December 
as most regions rose. Sri Lanka was the best performer, with a gain of 16.8%, followed by 
Mexico (12.9), the Czech Republic (12.8), Ireland (9.3), and Switzerland (7.8). The worst-
performing countries in December: Chile (-9.3), Pakistan (-4.7), Russia (-3.2), China (-3.2), 
and Hungary (-3.1). EMU rose 6.0% in December, ahead of EAFE (5.1), EM Latin America 
(4.6), and the AC World ex-US (4.0). EM Eastern Europe (-1.4) was December’s worst-
performing region, followed by BRIC (-1.2), EM Asia (1.3), and EMEA (1.4). During 2021, 
the US MSCI ranked an outstanding 4/49 for the year, with its 25.2% gain well ahead of the 
AC World ex-US (5.5) and beating all regions as 34 of the 49 countries rose for the year. 
EMEA was the best performing region with a gain of 19.7%, ahead of EM Eastern Europe 
(12.9), EMU (11.7), and EAFE (8.8). The laggards: EM Latin America (-13.1), BRIC (-13.0), 
and EM Asia (-6.6). The best country performers for 2021: the Czech Republic (49.3), 
Austria (37.5), the Netherlands (26.0), the US (25.2), and India (25.1). The worst-performing 
countries: Turkey (-31.2), Pakistan (-30.0), Brazil (-23.5), China (-22.8), and Peru (-21.7). 

S&P 1500/500/400/600 Performance (link): MidCap’s 1.7% gain last week easily bested 
the increases for SmallCap (1.0%) and LargeCap (0.9). LargeCap ended the year 0.6% 
below its record high on December 29. MidCap ended 2.4% below its record high on 
November 16, and SmallCap was 4.4% below its November 8 record high. Twenty-nine of 
the 33 sectors rose last week compared to all 33 rising a week earlier. LargeCap Real 
Estate rose 3.7% and was the best performer for the week, followed by SmallCap Utilities 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgBXnW6Bc81G8Sv5ZPW3rZZBN4YKB8xW5nvc_Q65sP9YW7SBVxt63XTnzW4C2Gb27G74xGW7jnnqb3Kp6w3W7V296C6fdTjnW2trZG15PKqzdW7FV-774dWshCW8YjQgL3fy90SW2l1_qN360_5JN3n03Pk2p4CwW2VsXxl5M9-7fVgQNZk4fZNNNW3vKtPC4JSnzJW52kMd22F-PbJW5zvSkK56h0k0W5_VNns38CHNPW2D1w3V3bMTm7W7d_rhy6r5KPtW7VH2vw4hg4rRW3S5zC53gPpqD3pHT1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgFXpW5PwThg2xYq2pM1p5CpVw9hQW254Pb23kNhFMN2CM0Qrf-mTlW3xzxnt71NRnsVfh14R20hxTNW5GZF7w8yhQkkW5ZkJH59bq0n7W3RdF-V5JBjhBW6c250F5qmLL0Vr_zKX2ll0KGW1b56TP2MY2V6VsLwrY77YDmKW25QhJ458f0DjW2fq8PP23fsjDW2Yd-H-1CMBq2W4Z9gBG7Dc5XcN7fVWvdB0z5rW4m7-M15RGFpZW3JyJGl3tGy5DW1NNYDX1ZrF5xW8QjzpM2r0nLN34Mj1
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(3.1), MidCap Consumer Staples (2.9), SmallCap Real Estate (2.8), and MidCap Materials 
(2.7). SmallCap Communication Services was the biggest underperformer last week with a 
decline of 2.5%, followed by SmallCap Health Care (-1.1), SmallCap Energy (-1.0), 
LargeCap Communication Services (-0.8), and MidCap Health Care (0.2). During 
December, MidCap rose 4.9% and was slightly ahead of the 4.4% gains for LargeCap and 
SmallCap. Thirty-one of the 33 sectors rose in December compared to just four rising in 
November. December’s best performers: SmallCap Utilities (12.4), MidCap Utilities (10.1), 
LargeCap Consumer Staples (10.0), LargeCap Real Estate (9.7), and LargeCap Utilities 
(9.4). December’s biggest laggards: SmallCap Energy (-0.9), LargeCap Consumer 
Discretionary (-0.3), MidCap Consumer Discretionary (1.3), SmallCap Consumer 
Discretionary (1.4), and SmallCap Communication Services (1.7). In terms of 2021’s 
performance, all three indexes ended the year with gains; LargeCap was up by 26.9%, 
followed by SmallCap’s 25.3% rise and MidCap’s 23.2% gain. Thirty-two of the 33 sectors 
were positive in 2021, up from 18 rising during 2020. Energy dominated the best-performing 
sectors in 2021: MidCap Energy (62.7), SmallCap Energy (59.2), LargeCap Energy (47.7), 
LargeCap Real Estate (42.5), and SmallCap Consumer Discretionary (36.6). MidCap 
Communication Services (-3.9) was the only sector to fall in 2021, followed by these 
underperformers: SmallCap Health Care (5.8), MidCap Consumer Staples (9.2), MidCap 
Health Care (11.2), and MidCap Tech (13.3). 

S&P 500 Sectors and Industries Performance (link): Ten of the 11 S&P 500 sectors rose 
last week, and seven outperformed the composite index’s 0.9% gain. That compares to a 
2.3% gain for the S&P 500 a week earlier, when all 11 sectors rose and four outperformed 
the index. Real Estate’s 3.7% gain made it the best performer of the week, ahead of Utilities 
(2.6%), Materials (2.6), Consumer Staples (2.5), Industrials (1.9), Health Care (1.1), and 
Energy (1.0). The worst performers: Communication Services (-0.8), Consumer 
Discretionary (0.4), Tech (0.5), and Financials (0.5). The S&P 500 rose 4.4% in December 
as ten sectors moved higher and six beat the broader index. That compares to just two 
rising in November, when three beat the S&P 500’s 0.8% decline. The leading sectors in 
December: Consumer Staples (10.0), Real Estate (9.7), Utilities (9.4), Health Care (8.8), 
Materials (7.3), and Industrials (5.2). December’s laggards: Consumer Discretionary (-0.3), 
Communication Services (2.5), Energy (2.9), Financials (3.1), and Tech (3.3). During 2020, 
the S&P 500 soared 26.9% as all 11 sectors moved higher and four outperformed the index. 
The best performers in 2021: Energy (47.7), Real Estate (42.5), Tech (33.5), and Financials 
(32.5). The seven underperformers: Utilities (14.0), Consumer Staples (15.6), Industrials 
(19.4), Communication Services (20.5), Consumer Discretionary (23.7), Health Care (24.2), 
and Materials (25.0).  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgKK2N5Q2hX-n1vXvW5S9Xhw3w3DQfW2gPJ6R7LVQf7W7rb_bm9fdXBSN67_bd3v27DxVqxXTX6zjZZkW87r-dB4SmqjlW6t3LWP6cnSJ-W8cn-39100MvmW1887WV1w9ynyVQnvLV39TKhdW8pw7N89jhJ3wV7qyts6qLD54W7hFqtt3C3vVkW3m1yz133Zs5bW4kFVgX6CRDhTW5WZSmC4RwzqbW62m57_7d73WsW3RgN6w1xq8LDN92np66MkFtmW3d0wK53mgzHjW2hKhCm81PTVd3f9D1
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S&P 500 Technical Indicators (link): The S&P 500 rose 0.9% last week and improved 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma). 
The index remained above its 50-dma for a fourth week after dropping below in early 
December for the first time in eight weeks, and was above its 200-dma for a 79th straight 
week. The S&P 500’s 50-dma moved higher for a 12th week after falling for two weeks in 
early October. The index improved to 2.5% above its rising 50-dma from 1.9% above a 
week earlier and an eight-week low of 0.2% below in early December. That compares to a 
27-week high of 4.9% in early November and an 11-month low of 2.0% below in early 
October. The index had been mostly trading above its 50-dma since late April 2020; in June 
2020, it was 11.7% above, which was the highest since its record high of 14.0% in May 
2009. That compares to 27.7% below on March 23, 2020—its lowest reading since it was 
29.7% below on Black Monday, October 19, 1987. The price index was above its 200-dma 
for a 79th week last week, and improved to 8.7% above its rising 200-dma from 8.0% above 
a week earlier. That’s up from an 11-month low of 5.0% at the beginning of October and 
below its nine-week high of 10.8% in early November. That also compares to 17.0% above 
in December 2020, which was the highest since November 2009 and up from the 26.6% 
below registered on March 23—the lowest reading since March 2009. At its worst levels of 
the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on October 10, 
2008 and 39.6% below its 200-dma on November 11, 2008. 

S&P 500 Sectors Technical Indicators (link): Nine of the 11 S&P 500 sectors traded 
above their 50-dmas, up from seven a week earlier; that compares to all 11 above during 
the first half of November. Communication Services and Industrials moved back above in 
the latest week, leaving only two sectors below their 50-dma: Energy and Financials. That 
compares to just two sectors above in early October. Nine sectors now have a rising 50-
dma, up from eight a week earlier as Communication Services turned higher. Energy and 
Financials are the only sectors with a falling 50-dma. Looking at the more stable longer-term 
200-dmas, all 11 sectors were above that measure for a second straight week.  
Communication Services and Industrials had reversed higher a week earlier. For 
perspective, back in April 2020, just one sector (Health Care) was trading above its 200-
dma. Notably, Energy’s 200-dma finally turned higher in mid-December 2020 after mostly 
falling since October 2018.  

 

US Economic Indicators 
  
Consumer Confidence (link): “Economic Expansion Likely to Continue into 2022, Despite 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgDndN2ZpHjgb5nrlW63Fv2c4bCDWjW5987Lk2c0QwCW3Xl4375h8_ZHW6xKV-F8btBHtW5b4-804xcQlSW29hH6-6Q9kd7W6zQ0Wl50r_DfW63cJ_P91HtKTN39zrJBCT9fJW68X-5R9fF0HrW26TmDN35J72HW37Ts_x6jkpNyW5cmxYt73FQwwW6JG0zh2GrRfZW1WLrdr7RJQd0W2k-_6y4ywP53W45r5-j4tXwpsW8sBnk77myhbVW6tqXyP2YYn88VcSZCY7b1PYDW9kDHw-1K4YsJ2bB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgFyqW7S84F93zl0ldVmxsm092XgSXW476Qbh1Z2W0TW179VpG4s6-xqW5SvfB15lnzqCW5sYTng8kDSQWW99qC3R4Lk2_CW5Rnz7M8-Cv-_W95qdgf4DvYV4W49758d3vdb0WW2cR6SM7Vnrp-W8wPSjg5jGJJBW7vnPMT703fK7W7HXb582tpPg-VhSVh22YKSGNW4zTD9c5TfnQwVmm3017Lt1BRW5XLZhW3kMGzQW3KmGXS51bRMxW7d6tFF8RMQnwMNWybd_hvQvW6tCwDq7QlT-53bq01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgNhfW2LKNN52xwPqVW9bjfYf5k2X_WW2Dy31G8jlpzyN91SYWHjyS9TW916_Gx7H8lkpW7mQDYS4lsb_LW4crHpG6_fF88W57Cv778r90MlW6mGN-y2vxn1GW8B32P71LqTc5W3fc5Fl7f5v9pW5mtR022dk3SfW3w5fcM2-4QvRW6KP5tX3GkMqWW74yYBh2LNQkWW4Y6vWL3F4J7DW8b7LrY4nz4SWVJTmdq3Hbn2mW1c3ny_2XCK5qW2S04hy3PphtkW4JGtNM1MM20LW223HHF4vLhBM3lpM1
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Serious Headwinds” was the heading of December’s Conference Board report. Consumer 
confidence climbed for the third successive month in December, by 3.9 points m/m and 6.0 
points over the period, to a five-month high of 115.8, boosted by gains in the expectations 
component of 6.7 points and 10.2 points over the comparable periods—to 96.9. The present 
situation measure was basically flat over the final three months of 2021, finishing the year at 
a relatively high level of 144.1 in December, though below its recent high of 159.6 in June. 
According to December’s report, “Concerns about inflation declined after hitting a 13-year 
high last month [November] as did concerns about Covid-19, despite reports of continued 
price increases and the emergence of the Omicron variant. Looking ahead to 2022, both 
confidence and consumer spending will continue to face headwinds from rising prices and 
an expected winter surge of the pandemic.” Consumers’ appraisal of current business 
conditions improved in December as the percentage saying conditions are good (to 19.9% 
from 17.9%) rose for the first time in six months and the percentage saying conditions are 
bad (26.8 from 27.3) fell for the first time in six months. Meanwhile, consumers’ assessment 
of the labor market was only slightly less favorable: The percentage saying jobs are plentiful 
(55.1 from 55.5) slipped slightly, though remained just south of September’s record high of 
56.5%, while the percentage saying jobs are hard to get (12.5 from 10.8) wasn’t far from its 
record low of 9.6% recorded during July 2000. Meanwhile, the percentage of consumers 
expecting business conditions to improve (26.7% from 25.6%) over the next six months 
continued to move up from recent lows, while the percentage that expects conditions to 
worsen (17.9 from 19.6) continued to fall from recent highs. Consumers were also more 
optimistic about the short-term labor market outlook, with the percentage expecting jobs to 
be more available (25.1 from 22.8) moving up for the second time in three months and the 
percentage expecting fewer jobs (14.8 from 19.0) sinking to an eight-month low. 

Regional Prices Paid & Received Measures (link): Prices-paid and -received data for 
December from the Philadelphia, New York, Richmond, Kansas City, and Dallas Federal 
Reserve Bank districts show inflationary pressures have likely peaked. The Philadelphia, 
New York, Kansas City, and Dallas measures are diffusion indexes, while Richmond’s 
measures are average annualized inflation rates (which we multiply by 10 for easier 
comparison to the other regional measures). The average of the five regions shows the 
prices-paid (to 85.1 from 86.8) measure eased for the third month since reaching a record 
high of 88.7 in September; by region, prices-paid measures in the Philadelphia (66.1 from 
80.0), Dallas (66.2 from 82.1), and Kansas City (to 73.0 from 77.0) areas have slowed 
considerably from their recent highs, while Richmond’s (139.8 from 111.9) has rebounded 
back toward September’s record pace of 140.1 and New York’s (80.2 from 83.0) gauge has 
held below its record high of 83.5 in May. The prices-received measure (to 52.6 from 55.0) 
eased for the third month since reaching a record high of 58.3 in August, with New York’s 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/MW4kvXsw2McV59Pt14x3h11W3Jh9SL4CRsQTN1n_9Yp3q8_QV1-WJV7CgG8FW8y8tCH4PfSRJW6XnNCc6rGzzLVTb2lz5JYNHZW40CZ095KKVP3W8F8zct6n8KclW2b2QG157m3-3W3qd65P6Bk0BLW3m64Hr4TVdngW6yhD0r5MGlNzW3XF7qV8Ktpq_N3nbSWZQm917W10rzvW47gXC2W65k8nr1F_BfgN927Z-MQS_KJW12xjJc63w2YdW6pJQhr3ZnJM7N76f8NXVQSDQW2QzYcy8Bv-GpW7f0vNc4v0q4yW7-kbPW30322zVngQqv7HlxTrW9lLdWq7Knm8Q3lpm1
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prices-received (to 44.6 from 50.8) gauge easing from November’s record high and 
Philadelphia’s (50.4 from 62.9) from November’s cyclical high. Prices-received measures in 
the Dallas (42.3 from 42.2) and Kansas City (43.0 from 50.0) regions slowed from their 
record highs of 49.8 and 61.0 during October and August, respectively. Meanwhile, 
Richmond’s (82.6 from 69.1) gauge rebounded back toward its record high of 94.2 in 
October.  

Pending Home Sales (link): “There was less pending home sales action this time around, 
which I would ascribe to low housing supply, but also to buyers being hesitant about home 
prices,” said Lawrence Yun, NAR's chief economist. “While I expect neither a price 
reduction, nor another year of record-pace price gains, the market will see more inventory in 
2022 and that will help some consumers with affordability.” The Pending Home Sales Index 
(which tracks sales when a contract is signed, but the transaction has not yet closed) 
contracted 2.2% in November to 122.4, after rebounding 7.5% in October; these sales were 
2.7% below last November’s level. In every region, sales declined on a month-to-month 
basis in November. Sales in the Midwest did eke out a slight year-over-year gain—the only 
region to do so—though that region posted the sharpest monthly decline. Here’s a regional 
look at pending home sales in November: Northeast (-0.1% m/m & -8.5% y/y), South (-0.7 & 
-1.3), West (-2.2 & -4.6), and Midwest (-6.3 & +0.2). Yun notes that supply-chain disruptions 
and labor shortages have also been drags on housing activity, and warns the countrywide 
surge in the Omicron variant of Covid poses another risk for the housing market.  
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