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Bonds Have More Fun with Old People 
 
 
 
 
 
 
 
 
 
 
 

Bulletin Board. Don’t forget to listen to replays of Dr. Ed’s Monday webinars if you miss the 
live events. A few of our accounts who are influential alumni of their alma maters have 
joined my effort to promote my latest book In Praise of Profits! among college and business 
students to enlighten them about entrepreneurial capitalism. Let me know if you would like 
to join our campaign. You can download a complimentary copy of the book here. 
  
Bonds I: Back to Normal In 2022? Among the biggest surprises in 2021 was the bond 
market. Lots of the traditional drivers of the 10-year US Treasury bond yield strongly 
suggested that the yield should rise to at least 2.00%, if not 2.50%. Yet last year’s high was 
1.74% on March 31 (Fig. 1). It’s been mostly hovering around 1.50% since then even 
though inflation has turned out to be higher and more persistent than widely expected (Fig. 
2). 
  
The Fed has responded to that inflation surprise by moving faster to taper its bond-
purchasing program, setting the stage for as many as three rate hikes this year and sooner 
rather than later. Reflecting these rising expectations for rate hikes, the spread between the 
2-year Treasury note yield and the federal funds target rate has widened from near zero 
during the first half of 2021 to 61bps at the end of last year (Fig. 3 and Fig. 4). 
  
At the beginning of last year, Debbie and I predicted that the bond yield would rise to 2.00% 
by the end of the year. That forecast seemed to be on track during the first three months of 
the year. But then the yield fell and fluctuated around 1.50% the rest of last year. In mid-
2021, we reeled in our year-end target to 1.50%. Now 2.00% is our year-end 2022 target. 
We won’t rule out 2.50%, which is still quite low relative to our 3%-4% inflation forecast for 

 

Check out the accompanying chart collection. 
  
(1) Enlightening students about “entrepreneurial capitalism.” (2) Will bond market conundrum persist 
in 2022? (3) Two-year Treasury note anticipating three rate hikes this year. (4) Gravitational pull of 
near-zero yields in Germany and Japan. (5) Bearish indicators for bonds remain bearish. (6) Age 
Wave remains bullish for bonds. (7) Chronic labor shortages should stimulate productivity. (8) Bond 
funds had record inflows in 2021! (9) Will the worst S&P 500 industries in 2021 be among the best in 
2022? (10) Last year was another good year for Stay Home investors. So should be 2022. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgPsVW4Ykhrc3tK1CTW1b25DC3XssLFW1s9YyK2NWvhvW893dXl8vqSs6VYgH336jCB2GV89LTz25rPZsN5hlZYJpwbHxW3x-hSC4X8mmYW7qWGT-95JSm_W3_X4lM7mPrJcW6M8jX_1hQHY3MVYtNCrY3rdN6bw7X6HXtPJW4CX-GZ3ywG_QW6Q-8pS8ppWPrVSXfp33W61lGN2TDbjCklMHnW2bFd-S392PC8W7ylWXH25kGntVvTZvS8YQR86W6Hr3yf5JS4FDW2-5BPC8F-dwH3ghM1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hk33q905V1-WJV7CgVwhW1n3WFX4CLd_SW3zK6Sr8S8TtwMG905L60lvsW8qx5ny6x3SCfW15Mfhh6FBkN3W6YYcnG15RQGGW7DP2nB6-LsytVMPw222zxfQCW16sPnl3BzQZBW6sZKp6257JwRN6hml_FWP3sWW6FtT193kFYDmW1SCZVm5tFsR_W27jFPR7sYDmqW1wmvft4CNsQGW1NNSS35DtsNpW4JH4d899L3qbW5g76XS29bF-YW623XW_7k6fyVW4lxZ583JpSZGW2LJNd46Zw0CLW6D_wsp7Fq67DVMszTD2sMQGFW5Rw6Zp88yR8h2rs1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgXy1W5MGdgV3Z0rWtW3C1D5_2tYF6gW2RWgdZ2H6XB1W58Ql1m3xhYk1W8fG8qg2-73xBW3mf9Hd3mlWyDV5NYlz4P8zplW7x9whj80tWjSW10CgWN2kf02PW7DJY0Y33mwy6W476RkQ3MBXMVW4r57909hjM1qW1cBpcd3FQT6rW40XVNT4h9_CnW2sy6gj5-m6HmW5rQc8P5zGZy8W4cC7hn6k8MgPVRzd1N4P5SpnN4WQCT_Z4cncW535FYL8fNthDMX7WMtNgc9FN16QGPtbL8sT326Z1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgHvBW7MxRgx5BkfBjN1CmrdpW4p22N8qN5ddbrb81W7KW4sc43hwrkW5cRdr_35fTvzVNj_lv2mBBB1W5DcWWP8tvPkWW43X2rT1M_D8NVVybyS2pkZTSW7tSFB_4V5v6mW5Vf0-k1-btZfW8dTP5l6G7j_rW2f_4Nm7w7fN2N6cbMGszVXFtW4WmZSv8frl3SW5r9L137mp5cXW6gV71J3yB8B4W1xRFGJ13nFM1W6cB0hm9h0g-1W79wZjQ6hcYsXW7-RLHr4B-xTXW73x9hb2hkfcz3g9d1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgHvBW7MxRgx5BkfBjN1CmrdpW4p22N8qN5ddbrb81W7KW4sc43hwrkW5cRdr_35fTvzVNj_lv2mBBB1W5DcWWP8tvPkWW43X2rT1M_D8NVVybyS2pkZTSW7tSFB_4V5v6mW5Vf0-k1-btZfW8dTP5l6G7j_rW2f_4Nm7w7fN2N6cbMGszVXFtW4WmZSv8frl3SW5r9L137mp5cXW6gV71J3yB8B4W1xRFGJ13nFM1W6cB0hm9h0g-1W79wZjQ6hcYsXW7-RLHr4B-xTXW73x9hb2hkfcz3g9d1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgYGFN1SLrlNJ8dpTN2VJ4rPc0w8gN5ZltgdYHhLnW413C_T5WprVxW6VM1B36n1cQZW8Chg0z3LM1zBW8Pd_7G8jlS2-W5JLtpB79WH83W8WWlL78m_pghN32GrLl3G2GNW5G2_db4C2M7_W1V06vS2JDtyKW3GS-XP2tvh7pW5MHBSv6zyNbVW3ZFlXf6Hft0CW2D--CC4CTfv2VjzFmy6V6h4DW63w4mT3n0R78W3vf2-D6KQBWmW7jk9nm69Xp48W27vl-Q8QR1jfN6tlQPCPS6xJ3kn61
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgJq6W1_PvHx6QV4FJW9gTwf64sDgZ1W6TZyx-3S4rYjW6LBtzq48cP_CN7_DXCpMDPTBMW62j8Sf87nW9jkhkr3FXrlCW4Z7KZj5dRLK_W8wMffs57SpJ2V3HfN23vL_Z6MnLVPrtktDbMPkYlnV7CCKW8fH4kR5PN8Q-N4sB1p9Lj9FFW2_Yrlw4cBr99W3YJJyD2__75lW92n0Cw1m-SDCW8_D-PN3yF2brW831Lmx67srCfW3d_Mc96l4f9xW7n7mN-1cr6VgW5fXGKH17SKFH3cfJ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWWKqs8jd1wqW34Lmdx3_QFk9W58c1_74CTYwyN4Hzmf33q8_QV1-WJV7CgFXCW709K6j8NBvnVW6pB8V-1hKD7MW44_9Tc3VCq5mV9HjTd5XGC10W7DkF_M8Qn_9DW8Bgn6r2yjHnSN7nwS6_PQp61N7qHLMgCcc0_W1pX1D54ds3B-W5dTL4_3vX4JJW7wHGX088mw-lW110BHr23gZYKVh9qQf72_gfMN3dJVZcsXrJnW5FrFhy4mmL58W7rdFRb86QdjzW5gNsq73XNlxsW1YJBXH4kTTspW63F0s95-yPRbW8YdpbP6zJhy7W3_C07N2VYy2tW3jb8Sc8ghPBb3qpW1
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the second half of this year, as we discussed on Monday. 
  
When the bond yield went off track over the second half of 2021, we posited that massive 
bond purchases by the Fed and commercial banks might explain why bond yields remained 
low (Fig. 5). However, the yield remained around 1.50% through the end of 2021 even after 
the Fed announced its tapering program on November 3 and accelerated the tapering 
schedule on December 15. Then again, the yield started the new year off by rising to 
1.64%. 
  
Another possibility is that near-zero 10-year government bond yields in Germany and Japan 
are providing some gravitational pull on US bond yields (Fig. 6). We are coming around to 
believe that perhaps the best explanation for the abnormal behavior of the bond market 
might be the Age Wave. Consider the following: 
  
(1) Bearish economic indicators. The most bearish indicators for the bond market have 
been all the uniformly ugly inflation statistics. For example, last year, the y/y CPI inflation 
rate rose above 2.0% during March. By November, it was up to 6.8%. The copper-to-gold 
price ratio has been hovering around 2.50% since late April of last year (Fig. 7). The V-
shaped recovery in the M-PMI since summer 2020 should have been more bearish for 
bonds as well last year (Fig. 8). 
  
(2) Bullish geriatric demographics. In my book Predicting the Markets (2018), I recounted 
explaining during the 1980s why a strong correlation might exist between the “Age Wave” 
and both inflation and the bond yield. The Age Wave is the percentage of 16- to 34-year-old 
people in the labor force (16 and older). It rose from 37% during 1962, when the oldest 
Baby Boomers turned 16, to peak at 51% during 1980, when the youngest ones turned 16. 
The oldest of them turned 65 during 2011, and the youngest will do so in 2029. The Age 
Wave percentage fell to a low of 35%–36% from 2011 through 2021 (Fig. 9). 
  
Currently, the Age Wave explains why the bond yield has remained so subdued (Fig. 10). It 
also suggests that the recent flare up in the inflation rate should subside (Fig. 11). 
  
The growth rate in the civilian noninstitutional working-age population (based on the y/y 
percent change in the 12-month average) fell to 0.4% during November—the lowest since 
the early 1950s (Fig. 12). The labor force was flat on the same basis. We expect that 
business managers will continue to respond to chronic labor shortages by boosting their 
spending on productivity-enhancing capital equipment and technologies. That should help 
to moderate inflation and keep a lid on bond yields. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjt9kQw3V7Wycr7CgShKN1k02H_kXllbW1FyLqq8ppC6DW9k8Cmk4SjhtwW4r8Xw77SK3_kW3k9dRM3ClrknW7P48Yh93qNc1W5dzFtj2KJRL4W5v9nDR5m0dZVN78J9qzbLskWVHsGkd90VjwkW13-x1y6Q4tfdW1y0k6G858YYKN3pcPBgQSmkRVDWt5n43Vwt6W7Xs3yF6tl85zW1WB22C2SRVZnW210BbD5khBllW7KtXMK6Bn8qfW56x_hm8v50c1V35Hkx52dLgSW8n0vmv6DPRFFW5vHYjm4mlBtqN5Fp6546wP0WW8mHchg4Zn2dbTrWXb53GPNCW3L7Mqz4FPd3xN35Z9g-fbvN4W4Ht0032n9H-TW1zfCKN6H9Ql5W48_r7L8gV24YN3Py04psrF7_W7hykhQ61lCJzW3DfmzK7lTR9mW3wwqQT1qzHyPW4m_KbC3NbjrpW2fZ-TT8WqpJBW5Xk1hF2WMTHqW1wksJb6W8N_qW1WfFnn1rDM51W7x0_ns74Nj8-W7--9kn2QnYW-W82P4-p2vzPNGW5dHMLx6pnqqMW32z-BT4sRSB_V3YLgb6s1_jhN4sS0YYJQ6MHW1X1jTb2LQj32W3JVD0r7dspfcW5SMvYj3H7MkXW3-J6Dx5d3s-0W5KxBCh94Rh46W2L3_c98fRdFVW5MQHjG4gg-kZW5CyqJq4DSTMbW659cXz1Xc3P-W51ykKX1pJTm9VJs1Z-40ksh0W47r0b13twb0JW2-0T3Q6Qx_BhW4FJ37z1xlwF7N2fbrhGSx-bDW73NKXH5vhD01W7RpBYc3R866fW7_WSBp5xHCtRW7Dm1pm3FJk9VW1s5-vV6-3Mk3W1Mds-K2LxVWJN3cXGDVnrgcy3m801
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgV2mW2wt4mX6yh7wbW7hlNlD2Kt10hW1k0S9M5TKTlQW5jnkn81gf4rmW5dl01h7-NJZYVZDq115khvMcW4dGmNr8D5Xk9W7H3ZVC7kYqqlW1j62Sr8kKXTLW5Dy-d93-DDvtW32hs_h9cx3dnVdfXSh4j4PMTN2mWxMdwTB2hW34RkVC56H_lgW7WCLP15ZWKFJN8R5-RQ5ffxCW4D9-V63RJGMTW513VV848DbB2W4kZgWJ7YHXvRW3gW7bT3JbyYwW2NTvmK6KhFvjVW_61G8qF93V36kN1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgZRpV8jpDy93Z_LzW75tRyQ3WYkq3W2NhJ5W5KL4CNN27TrZJllj7TW1GqkxS79gFP7W3n3GLk2yztWnV5Z5Db1jfLZLW4p49PG3pK5FzW5yXMBL5HCdVkW6jzpwK2m9VTBW3YRljD51rDvXN9chQh8yvnKvW3ZNsQL2-rZk7W79FZLC8sj05yN6Sq9xt-_tytW81VJvW2Dy9TSW2x0N5c5YDnHTN5MmsVNTCSZWW6vvPMG51m4dZW39S_9p7MqJX3V_2yYK8lZ78tW8_pKbX67Cw-33f5x1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgV8dW2HrGw27lHssXW2l31825qv3GpW8cWTtV5YgQncW4LCdny90Lbq7Vw7nKQ4Sf9pQVSTh5T6sbhJBW19NVWK6Wv3jHW65d7dQ5p07-jW7_tq1j56BZRvV3tSMn1_hKP0W9dwDJ281WgqWW3Mzp4w4pP0XvVGSgdX2kzkdBW6177042wtqjGW1Kpstp5Z5KCBW8_rg696xFZHMVkqLWm5ZGfymN8nk42KbQfPYN2JQB3pHPzS4W2WQGP42_4jK3W2PWW7Z2rYPP9W2Tx-mR7dCdSm35bP1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hkG3q90JV1-WJV7CgT1SV3n05q4CYzkVW7fXQfK6tfN_MW624bl12r513FW2gMypd47064xN16r-kLnYNW6W8Zh_tx4BYm7TW6Fs1VT1JTmznW6Rwpq9649pbhW3FYMH59hrG9BW1BF15W7lGG9SV15H0L5_lJK9V-NV4n7YkDMCW4wgRB-4KMbBFW6qvzbb69tqCmVtYCGh6kr3rtW8FwKFq4W7D0WN25frPXwyH6TW2n9MkV6Sf1jtW1rdgC53CnsFfW4j32rY2JCCk3V6B1Wm46wsnGW4R852q1v_qTPW5J8hPd1bzh_wW8bpNHS39RB_QN8h2P6NMxK_PW4_LSmD2fNW5hW4v30tm6vYrqwW88YcDV8lgtvl34351
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgCS5N8PlRDk5G5rSN7w7wvPTfW_VW9kMVqv4jlnkZW4mJFr36TjB1fW72VzJk8PGckDW1Vd2PW1z6QLzW5ccs6D36WVSSW7drSM26PdpYVW8BXwcn1dRbBxW5XSQBl1blmq-W2G7Xmv6MfF_vV9yK0P9dx0WZW8QjzKS5TtkbjW51CSh68RcD3_W1SpMlW1Fy4v3W8Z8NXK6SQxckW81TW_F2QVDpgW2yfYbh4YsgXGN1lz6cLZVJ4qW64FQB17mKzJPW3PBV3w95FFXwW8BG1Lw2J9m_93d6J1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgKjGW2wNrC68WB6wPW3LLfTB30bcDzW3Slhtt6C1MF6W54X2GB5t4Wf7W1_dNlD4M0Xd8W55XFZd8G_Db0W5ylXxh7j_FVYW8wsXMJ4P-1T4W2f260M8Fgc75W6Z16T38V6qBvVrZsFn7_Tlw0W6cYd0S8sTXk2W7Bsb_P6rQ99BW7c_8Y446RmBYW9fXk3h5tr-5PW6z_pKL6gQ9BZW5nF1-P1khxRMW6tKLq-7-jKGSW2xvqXF7fk_rqW6bjnDB8MsFxRW1BwW6M4jSz1zW55cXwQ6t2FRL31QB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgRV7Vl5sH96HDxgrW5mXLcq4_M-x2W65pQHv4fY38bW6DcG6G63pcpSW2qbXnV8qHf1QVb-9TZ8jn7KdW5rlFtZ4vc2gVW1pLwTv3jJgrLW47TZH9162GkKW9gRqbK5rYrnwW4DwnPt8W_Lt2N6f6jRCV8PrrW7pq3sL5M3kfQW28ff1h777Y3NW5p85bn7Cymj_W3HBJwP5PmkBcW3tSwrj6B8xS2W2ybTQh4GtVFJW6DTdTx1FzCHHW3Yzgb34pqhQGW46r3Xs6BlpXXW8gjD8752pTLc3mqJ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgGrMN95BlChTf8ZbVRJ4vx1fR9HDW2LVtH17kg3s5W71tZM17wjYS7W7Q08dl4dHMCzW4sfBC_7JjlBwN4cM5p5SLHp3W89GSKF37mYFTW1f7CDN84sfcFW4vfQdG2cVcjLW3WfD4S1sbFsdW89Wdgs3JB-DtW4BML_m3T3SQsW9k-1yj28Wl8sW7t9ZBM7XBCmSW1Qb5yH61ddWyW6BCGgf97ZtLtW2WrB2m2KfnxLW5T507g84Wl0jW4sZ4Gd3PmWs4W4Df7D44k5Qx7Vh32TJ6yK9Bg3dtW1
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Bonds II: More Bullish Demographic Trends. From an Age Wave perspective, the most 
bullish demographic trends in the world for bonds have been unfolding in Japan for several 
years. The country’s population has been falling over the past 10 years (Fig. 13). Deaths 
have exceeded live births since July 2007 (Fig. 14). Over the past 12 months through July, 
deaths in Japan exceeded births by 504,000. The population of people 14 years old or 
younger has dropped from 24.7 million at the end of 1988 to 15.5 million at the end of 2021. 
The labor force there has been essentially flat since the late 1990s. The 10-year Japanese 
government bond yield has been hovering around zero since late 2016.  
  
The US seems to be following Japan down the same demographic path: 
  
(1) As noted above, US population growth is close to zero. Live births still exceed deaths, 
though barely owing to Covid (Fig. 15). Deaths should decline as the pandemic abates. But 
births have been in a downtrend since they peaked at a record 4.33 million, on a 12-month 
basis, during February 2008. They were down to 3.58 million during June 2021. 
  
(2) One of the reasons that Americans are having fewer babies is that they are getting 
married later in life. The median age at first marriage during 2020 was 30.5 years old for 
men and 28.1 years old for women (Fig. 16). Both are record highs. The median age of the 
population rose to a record high of 38.3 years during 2020 (Fig. 17). 
  
(3) As a result, the percent of the working-age population that is single, was 51.3% in 
November, holding near September’s record 51.5%, with never married people at 32.3% 
and 19.1% accounting for all other singles (Fig. 18). 
  
And what do older folks like to do with their spare change? Some invest in stocks and real 
estate. The big surprise is that even though bond yields are historically low, they like to 
invest in bonds. How else to explain the record inflows into bond mutual funds and ETFs 
during 2021 (Fig. 19)? 
  
Stocks I: Best and Worst S&P 500 Industries in 2021. We start every year by singing 
“Auld Lang Syne,” which is Scottish for “days gone by.” As we start 2022, let’s review which 
sectors and industries led and especially lagged the S&P 500 in 2021, as some of the latter 
might make good possible contrarian bets for this year. 
  
Here is the performance derby of the 11 sectors of the S&P 500 during 2021: Energy 
(47.7%), Real Estate (42.5), Information Technology (33.4), Financials (32.5), S&P 500 
(26.9), Materials (25.0), Health Care (24.2), Consumer Discretionary (23.7), Communication 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgQPKW4-HkTz3y0_BZW6cFC9H5_8nZFW8Mgp0k1jsH71Vfb6nl5gDtdCW2l38PB4sh4HWV7x5PR8C9-MzW6h2BVm1ftRrwW7ymZJ_1VL5k5W3R57j98fTlyPW5kmpy94fZK3tW3Vnc3H8JCyTFVyHSrc1XkjvdW88JT9F29SjnTW35BBWk6mKdW4W1PQTr66h3r57W96msy78C6gpwW5FN0XD81rh-MW7TFXMp2NlJ2JW3MJJNb7T7gGjW7z6ms-83Z8hTW19vMLg2pttgPW3g5v2w3YvdP_3g701
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgT0qW4Csp6t9766PrW9kyXrD1MxtLlVmqmFY5MkzhnW5YG3xj91ZP6JVpVxfc5cS35yW7kmb52127nVFW4PfJsV2bBBwWW6_SnKg7vc79_W1gkkpK57vXkyW46j1Gc1LpnVKW2BRxPP6r638MW6S4gYf5KQtsBW1QvRNN9ljGBHW7w6_4g3q51dfW5TFsXg3mJq6jW97l6Vk80Nj2yN8xLjcS6xchRW5Z5Jxl4vn949W4p2CRc5Z28DYW8ck8mg1qt_8TW5Fv6qt8YykymW3dpbSS2fR4pS3bkS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgBNLW68SXCD3tN4WhN3RVpQvq4zNJW6P25MD8VhK63VQt_5V3g2cMfN5ltDx4bHWJ5W8wp9Kq6Fm1X5N4pTstSHWlffW5Dv5Bp7YcTx8W7TWk0C6zCZg2W7JmTC52JVhpkW1wp_vH10XqrhW1xlN8C4c0-_xW3NdtDW95zGY8W77ygky1Y9bcSW7qT6Gz7-jLNkW10djP_25YW_0W6tGSwW2TLtm8W8ktlpP4jSZLJN3s35FP1CpsRW3hPjX18ML-F9W5fwLn27Qpr8nW2wMszG2MKDyd32Lp1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgBvGW3RX1g865xqcWW8mw_fl7_39MJW5m87Lh1lnlgZW8xsH9m7yc1QQN89rqtZrV_MHW1l01411wKwGLW19TNjG5X43NRW4dtGpq8BPr42W5Qp3Kv3yvF0fW2r9Wjt4HRcvkW5GBsWx5dZs_tW7MTD_k4_9k3YW6tFkNp5yCwKcW2qKsS41ggG3MW2QH74V5WFbLpW4zJJCZ1GlB2HW50BZ095_D7vGW37JSP76V4WsxW3_-pvm1KVrTvW1xRrzn95jkcTW7RCzCT1c3tvPW1QWZ5F4T9w6933Kz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgBS9W3RXbHH6x1g7jW6P0phk36nTqmW8F6r-w5vNQpBW7ThW5q216B4DW5w-qLH5WSZk7W101f_b8x-BKnW6tCcnM3_QhkSW129vn_4DNRrMW48TMfg69BVvCVrw9CS8rg1HhW7y353Y755zmyW70QbMC1z87ynN4Gzc-dCK96-W48QzND1_1FHzW188Mrf98gl33W1LdRZz42vnq0W76hp6d47ZM3_W5TChG16xRs64W5mtbXH2SbvnwW46vl6483ZRQlW3268P85V0x79W77JvR744zRQp31yw1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgT7lW4CLZLk3vrFg4M_2ZykGt5zbW3PgmKq4g6QvjW1GgLz886DqGVVmMTbC4DDl_-W52VG4L59VQGcW8-pLfy4jy2QLN1BwJ-6tjZQgN2Vs0gLtSGl3Vxm1lB8HZRCgW2p-HNd7vqLfsW5qnL7G5zPZdWW5KRWr21mnXH1W41JLyW3rL4TlW6VXFD_9lcW3_W28RC9Z2nyL2nW3hvf1D63KcYxW94sX202DH2zqW6QqPgH45fCQgW6ZMwzj7cWwY2W7DzS--39MHVfN8P2Pn_r2_pb3nR01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgCkNW69YYDF8CqGfTW8PvbqJ9dR6ZgW29Ybmx950p7mW5DwgcW822zzPVFKg_83jvnnlW74S5ZB25hp9-N55KrxR-j_VYW3hm5bw8s41T5W5rWvM96M7_yXW1ZN7_b1qfllwW4GBx_J537qySW1GdSsB2syTq0VMr6WC23rdfKW1LTXDb3ZsxW_N52Y1WNz9rFRW51Fg7482zmM9W4N_7VB9jpPq3V2nZy64t4GFpW8tvCyR4_hmrbW2ksZq15-h0h0N4tY_tbdKyKSW3XZQXG6hHrP83k7H1
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Services (20.5), Industrials (19.4), Consumer Staples (15.6), and Utilities (14.0). Now here 
are the best- and worst-performing industries in each sector (see our 2021 performance 
derby tables for the S&P 500 and its sectors and industries): 
  
(1) Consumer Discretionary: Automotive Retail (58.4%) & Casinos & Gaming (-11.7%) 
(2) Consumer Staples: Food Retail (42.5) & Brewers (2.6) 
(3) Energy: Exploration & Production (81.4) & Equipment & Services (25.4) 
(4) Communication Services: Interactive Media & Services (46.8) & Interactive Home 
Entertainment (-19.9) 
(5) Financials: Investment Banking & Brokerage (48.9) & Property & Casualty Insurance 
(15.6) 
(6) Health Care: Health Care Facilities (43.9) & Biotechnology (9.3) 
(7) Industrials: Human Resource & Employment Services (78.5) & Airlines (-1.8) 
(8) Information Technology: Semiconductor Equipment (56.6) & Data Processing & 
Outsourced Services (-4.7) 
(9) Materials: Steel (114.6) & Commodity Chemicals (1.6) 
(10) Real Estate: Real Estate Services (73.0), Hotel & Resort REITs (18.9) 
(11) Utilities: Water Utilities (23.1) & Independent Power Producers & Energy Traders (3.4) 
  
Will the first come in last and the last come in first during 2022? Plausible arguments can be 
made for this to happen in some of the sectors. 
  
Stocks II: The Best in the World in 2021. Joe and I have been recommending 
overweighting the US in global equity portfolios almost since the start of the bull market in 
2009. So far, so good. Here is the performance derby of the major MSCI stock price 
indexes in local currencies and in US dollars since March 9, 2009 through the end of last 
year: US (611.8%), Japan (182.8, 142.8), Emerging Markets (179.5, 153.9), EMU (177.9, 
150.0), and UK (98.8, 95.8) (Fig. 20 and Fig. 21). 
  
Here is the comparable performance derby for 2021: US (25.2), EMU (20.1, 11.7), UK 
(15.0, 13.9), Japan (11.4, -0.1), and Emerging Markets (-2.3, -4.6). (See our 2021 
performance derby tables for the MSCI global market indexes.) 
  
The outperformance of the US is attributable to several of the S&P 500 sectors. Here is the 
performance derby for the 11 sectors of the S&P 500 from March 9, 2009 through the end 
of last year: Information Technology (1,430.6%), Consumer Discretionary (1,181.2), 
Financials (676.0), Real Estate (631.1), S&P 500 (604.5), Industrials (573.8), Health Care 
(549.1), Materials (423.5), Utilities (219.6), Communication Services (203.6), and Energy 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgPQTN21p8DdgmVznW6b1Lzs6MBgCmN6N1vBWChMsxW1pk9HF3WC5V2W7DRXBF4C5gNSW29cjn71HM7QgN2fYrK9pHlZPW6kGbKj5M3CvzW1Sk6sL3WS9RtTvt-X2Bv6p8W9dF7WK7BKG0nW1YcpXZ9l_8fxW6yFxB83x0x3DW5djmNC35QVYPW2GQZlk68cSKHW36Bsnv1h982QN6mXpmw-5cLhW4HFMzr39BrDCW1YVLxn2Zs3z4W13D9k46KrSZvN6wtdk0H-Y4fW7DhWCT99mNpN349Q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgByJW8DymBB5wS-rZW8LdXMC6W-z-KW5p3lcr4jSBtSW4kfMM63DblCgW4Lw-B96-NKhXW2D9wGK4xp05WW90bKsw8Wd_83W7BXq1h42V-nWW6gjYW38KZyBrW8vj5c06hy41NV9Xcmh3dq4K4W44P9mk10p8pHVVbkp44XZkP2W6bVHcm4bCSYgV9QbCf1S8tnwN5w0gNtSVqGFW17kflf8qv1nVW6cJdwn60ZjbsV4jRQS4J8LcJV1Y7MV42wn0nW53gjmw8MJ_KQVXt-w33Js4KZ3q2C1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgQ8RN24jYSxcxhLHW5FPxsk5bd3C_N4YxZfJ-S-34W3nYvQ635JYJ2W1NPkvG1fm0sRVxjZD05lSzM4W47y5DQ389_5dW7sHYs36KxCrYW9dSvx_5R_LV_MC0NLQ-VbBNVMwtfj85lqcQW2pHgMg6KRyK3W7nJNCR1_zq9vW2nzzD53FsYftN1CRLKVhqyn0W11-wk727vgv1W1y4kNB3hjgmkW8dFvkN7x34YjN1mJrYvpPJYxW6k_GZ58JcglQW561Txq1qXt1sW2CGplz2Hk8md37l61
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hk33q905V1-WJV7CgTQfW5X6GzT14rVCvW95Sm4k20HM-wW7FGJYG2nsDsjW3-06tC5vZz5cN5QNlfKkCF0mVNYDyY1w3Q8KW6bwv0x42BZDHW803ZkX3xmvpQW2FLjT-4C3sSGW5dZQMd57Dys7W1QhFCs3BH-dCW1Tk1n36R81vQW2SQ3G718vm75W6-kmnX8Mr1R-Vy1scN2F_PsDW9cHywV9fTnBKW57BC0J2NmhbSW1jTZ_m6s6y0BVnFQpc5kHvd3W37vWCQ8TXRP5W7vk6hY4hsdWlW5dnf178pRqQwW4j9gYx5h6YCPW3n28gp8Pp6_k31XZ1
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(36.0) (Fig. 22 and Fig. 23). 
  
During 2021, in local currency, the global winner among the 56 MSCI stock price indexes 
we monitor was the Czech Republic with a 52.0% gain, while the biggest global loser was 
China (-22.7%). Contrarians are recommending overweighting China this year. At the risk of 
never going to China again, I think it’s clear that the Chinese Communist Party has been 
turning increasingly totalitarian, which is extremely bad news for China’s people and for 
foreign investors. 

 

Calendars 
  
US: Tues: ISM M-PMI & Price Index 60.2/85.5; Job Openings; Motor Vehicle Sales; OPEC 
Meeting. Wed: ADP Employment 390k; MBA Mortgage Applications; FOMC Minutes. 
(Bloomberg estimates) 
  
Global: 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. Wed: 
Eurozone, Germany & France C-PMIs 53.4/50.0/55.6; Eurozone, Germany, France, Italy, 
and Spain NM-PMIs 53.3/48.4/57.1/53.7/57.5; France Consumer Confidence 98; Italy CPI; 
Japan Household Confidence. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Two of these three indexes had forward 
earnings at record highs last week. LargeCap’s was back up to a record high after dropping 
a week earlier due to index changes. MidCap’s was at a record high for a fourth straight 
week after dropping 0.1% below at the end of November. SmallCap’s was out of record-
high territory for a second week, but remains just 0.6% below due to index changes. In what 
has shaped up to be an extraordinary V-shaped recovery, LargeCap’s forward earnings has 
risen during 80 of the past 84 weeks, with the down weeks due to Tesla’s addition to the 
index in December 2020, Amazon’s earnings shortfall in August, and index changes in late 
December and September. MidCap’s forward earnings is up in 78 of the past 82 weeks, and 
SmallCap’s posted 78 gains in the past 83 weeks. Forward earnings for these indexes had 
been on an uptrend from November 2019 until February 2020, before tumbling to a bottom 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgG3jW47RtDL8vfQ6GW7fMBTR2G2-vFMwH7pyrzRqbW5lh-sf6l9zwNN3tnZqbVLKV3W2HJxBQ5h2ktQW7zFc3T28P9h9W1MM4D43W2C0hW8sDMTC93_fh0Vfk0hz5nrHSnW2xQ_5s4Pf2TwW2YS5MY4dbgdZW6j7Wm56Bl_cpW6QXqhY4FWJc-N55bsr6jqGDxW8T6q9x44L_3WVXvTG280qg2rW3pyHsl5Rx3w7VXWXW42bfdrQN8--THsY4X3QVtg77Y5dsJGkW3xCpbw43tbq_3pD31
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgJ-cVxbsdC2B-rrzW50TCZj5lvXxCVWGvMk8KBpdnW3GRtMH2ktpXnW63Q4MX2SZjNbW6PsHZs1SH_JtW2xjlYz8qfXYMW4pWMgD1X5nJgVbrXD0848dzmW7L1m9q32zJ5yW72bZ486pk1k6W1kFZMK70QtN3N4wJQClPf6s3W4qPr4J8dTYRPW17yTS-5p_FTfW2gy1yP8jZsdxW2nM0lW63x7yrW5vqcT_8v24z-W8JV-S21x-qFJW6J1Z4B3n3MW1W6W0xps8nzRm6W8H3c9j1CCcFJ2gF1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgCNgW8RrHXQ9l9XCnW90qS4Y1rq6dsW8wxdRX4vN41RW1vkSwG608BX9N9g68c652hzCW4tZv-y5zxt01W8wWKXl2zmnTMMbNy-jTwYsjVj2zwj40lWpVN8fjzTfPT_mFW42V3yX1LH6wcW7Rlb-z3xQ4MrVl6Yy22_B9N8W5TwVt51h11vwW9621gF4XxHkqVcMly68JflYgW6VY-VL2Gsh6cW6WVpLk3ZkMb9N2t4QxmPh3_6N5pHWvK5lFfwW9bgBS06ZPjndW3DXDtm7ZNzNB3jbJ1
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by June 2020 due to the Covid-19 economic shutdown. LargeCap’s forward earnings has 
risen 58.2% from its lowest level since August 2017; MidCap’s is now up 115.0% from its 
lowest level since May 2015; and SmallCap’s has soared 176.4% 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 latest week, the yearly rate of change in 
LargeCap’s forward earnings ticked up to 33.4% y/y in the latest week from 33.2%; but 
that’s 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 rose w/w to 52.2% y/y from 51.0%; 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 59.9% y/y from 60.0%; 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 (47.4%, 8.4%), 
MidCap (83.8, 7.7), and SmallCap (120.5, 14.0). 

S&P 500/400/600 Valuation (link): Valuations ticked up across the board for these three 
indexes last week. LargeCap’s forward P/E rose 0.1pt w/w to an eight-week high of 21.4. 
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 rose 0.2pt to 16.0, but remains near mid-December’s 20-month low of 15.7 
and is down from a 13-week high of 17.1 in early November. 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 increased 0.2pt to a six-week high of 15.1, but also remains near mid-
December’s 20-month low of 14.4 and is down from a 13-week high of 16.1 in early 
November. It’s now down 11.6pts 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 24% discount to LargeCap is its biggest since September 
2000. SmallCap’s P/E was below LargeCap’s for a 71st week. That’s the longest stretch at 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVD0_M5l_CNLW4q0DkM8W4fMdW3X6sTS4CT_5wN5q1hjN3q8_QV1-WJV7CgLz9W6Tjvr65Ds4-XW2MF3s667mDsNW11m0TM7sF6jvW8Yy7HM8B1Q_GW7_B8cl9jphlzW56C5VR2RblgFW218bjg8Bz9bwW5LGTZj1BcffGW5RphCG4wYH6yW6KQJwg1_q00ZW7cbmcc4TF7LxVq9Cyg2Gn5VtN1ybPsYCgG0dVSpNnT8D0RPnW4pP3bf7MbGhtW8Ld5PZ7crqPdN1WRjNXhkpKyW68VsFG6MMbynW1HRsRd6d1zybN3Xws991fDZyW3nJXwW1sTXV_W2LCDbV6ZWF2q3n891
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a discount since 1999-2002; SmallCap’s current 29% reading is near 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 28th straight week; 
SmallCap’s current 6% discount to MidCap’s is near 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 
whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains are enduring even through the current Q4 earnings 
warnings season, when forecasts typically decline. The S&P 500’s Q4-2021 earnings-per-
share estimate ticked down 1 cent w/w to $51.15, but is up from $51.08 at the beginning of 
the quarter. That $51.15 estimate represents a gain of 20.1% y/y on a frozen actual basis 
and a 42.6% y/y gain on a pro forma basis. Q4 is on pace to mark the fourth straight quarter 
of double-digit percentage earnings growth, but is down from its respective growth rates of 
39.3% in Q3, 88.5% in Q2, and 96.3% in Q1. All 11 sectors are expected to post positive y/y 
earnings growth for a third straight quarter during Q4-2021, but double-digit growth is 
expected for only six sectors; that’s down from 10 sectors doing so during Q3. 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 1,798.0% in Q3-2021), Materials 
(64.1, 89.1), Industrials (51.4, 88.4), S&P 500 (22.3, 42.6), Health Care (19.1, 29.0), Real 
Estate (13.8, 34.4), Information Technology (15.9, 38.2), Communication Services (9.6, 
35.6), Consumer Discretionary (7.2, 19.4), Financials (2.9, 35.9), Consumer Staples (2.3, 
7.4), and Utilities (0.7, 10.3). 
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