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US Economy: Is Inflation Peaking Already? Last year, during his November 3 and 
December 15 press conferences, Fed Chair Jerome Powell conceded that inflation was 
more persistent and less transitory than he had expected. Some contrarians immediately 
concluded that inflation might turn out to be even more persistent and problematic than 
Powell acknowledged. The alternative contrarian bet is that inflation will turn out to be 
relatively transitory after all. Debbie and I are taking this bet. 
  
Needless to say, we were pleased to see that the prices-paid index in December’s M-PMI 
survey fell to 68.2 from the cyclical high reading of 92.1 during June (Fig. 1). Nevertheless, 
this is the 16th month in a row that the index has been above 60%. The survey’s press 
release stated: “Aluminum; corrugate and packaging materials; electrical and electronic 
components; energy; lumber; freight; and some steels continue to remain at elevated prices 
due to product scarcity amongst high demand. A [prices-paid] Index above 52.7 percent, 
over time, is generally consistent with an increase in the Bureau of Labor Statistics (BLS) 
Producer Price Index for Intermediate Materials.” 
  
Pandemic: Is Covid Peaking Already? Will the rapidly spreading Omicron variant of Covid 
mark the end of the pandemic? Stock investors certainly seem to think so given that the 
S&P 500 rose to yet another new record high on Monday, the first trading day of the new 
year. We agree with them. In any event, while the pandemic may not be over as soon as 
many of us hope, we certainly are learning to live with it. Consider the following: 
  
(1) Omicron is the fastest-spreading virus known to humankind. Barely a month after its 
detection in southern Africa, it was already dominant in countries around the world, and 

 
Check out the accompanying chart collection. 
  
(1) Powell’s pivot on inflation puts contrarians on alert. (2) Alternative bets. (3) M-PMI prices-paid 
index recedes. (4) Omicron and done? (5) The fastest-spreading virus on record. (6) The wild 
brushfire analogy for optimists. (7) Milder symptoms. (8) Herd immunity, here we come? (9) Cases 
soaring in US and Europe. (10) The Magnificent 8 were magnificent again in 2021. They might be 
again in 2022. (11) Growth isn’t cheap. (12) Rearranging the deck chairs on the USS FOMC. (13) 
Biden likely to choose more progressives to fill Fed vacancies. (14) Meet Sarah Raskin. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD3q90pV1-WJV7CgHsnW1rb29W8GmVjzW59kgHc8g26HlW82wm-857H3FYW5twN3b2cZvN3W4tJv653kBZjQW5kdsHS2x5zQZW5Z_f0t8nKWT3W5qyHJV5gB_FHW1PYdd44SG5YPW2CK3P-3yZtHKW8ZTg6J1td7msW313hQL43wgt2VYcFYC2SJ3pFN8NvJdHZjrV1W25LrDQ74092wN6cm7QkJx2t8W6Qg9mG2-_ScTW46F6q-4QSR-pW71Dv6K4mZ50ZW7BW2pZ2BkhwGW4Rg-dy2989hkN6YF3CCTNdtgW9fFbW_3LHjLNW7vKPBt5Jqg8kW71jV4T7FqYQ1W25kXwX1yC12g3hZZ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD3q90pV1-WJV7CgX-vW97SbLH8_7T84W2dlVV17nbg5SN5cRvdF9MtYTW56NlKz1QwYCvW1X8Fwr3fnV4CW3-l7Pf6zbgmQN4rJHFZsYKdCM8xxygMry0HW41lVcn71DHbMW7_ZnpK4zQdYTW4Zn1gy8CkyCGW6mdtxL7f5BT_W4-1VZ66RsWFQW17rG7w6ymc_wW7p2DHM3btZszW5hNzlq1n7KS3W4RgZDK6szcyLW7JpGBv82JymbW75FH9f3b0cjLW4XDs5l8sYxP1N8FMrzXFf_l8W5QW_RW7dTp1_W7YMf992jQr1TN8w6hsFyVn_2VCGhcc8Lh9HgDFZv95cF5G3cml1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgMR9W7YrZLS6VbMkRW2XFrCC1XlyncW2YH8z13jgtB_V3cZNV8--f7tN12plP0B5t4LW6SrRXq9bWScyVq2T5R3DBGfRW5TfN0P39Wd4mV1NLYL6tw2q2W2_Lv104f67fWN7f8vxlPnC3lW3dt3jW7jnBB1W5vmhp52P6VP0W6hW4yv189s1JW23YDn34-Rk2zW3JTdqQ75dd1DW3-0XkQ4J0ZP1W3FCBf-68SbNVW4VMntl8Y7Ff4W2yTzWv20C0pdN1-mKytRdhMFW4PmfX_3jjFy-3bZz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Jc3q90_V1-WJV7CgBwKW4Gqd-B8cffYBN28nMNxrwj2cW3TrrNS3-1M4tW2DbK6x6hxCyZW74Y-vm2K-VhKW8r4t8R6gC00sW3fkSMC1p3PxnW80v4XW95CmbtW7RbQlx6-5WDlW26pCqJ4VMQ7TW5gNwzP7JK_1KN4MkzlT1Klm1W62Wrll6-z8b1W3J1n1t96wdVHW1pnsRM6LG4hFW8c-_Tq66dxfGW2y_53Z1-VTHgW4x6lrH3vc9mDW8Qddqv56p4gQW2tt50s7vm2jSW7krZKS1klVRNVlVm887TjmNHW71lsJ97fLDQSW7gNk-t7x2nw1W7P9BYy4GTWGGW8P8lY_2TS_cBW74tSnH2ZNvwMN5RVJ5lb35VxW7p7JWV5wstzbVL4YLj3KtBm32jn1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Jc3q90_V1-WJV7CgBwKW4Gqd-B8cffYBN28nMNxrwj2cW3TrrNS3-1M4tW2DbK6x6hxCyZW74Y-vm2K-VhKW8r4t8R6gC00sW3fkSMC1p3PxnW80v4XW95CmbtW7RbQlx6-5WDlW26pCqJ4VMQ7TW5gNwzP7JK_1KN4MkzlT1Klm1W62Wrll6-z8b1W3J1n1t96wdVHW1pnsRM6LG4hFW8c-_Tq66dxfGW2y_53Z1-VTHgW4x6lrH3vc9mDW8Qddqv56p4gQW2tt50s7vm2jSW7krZKS1klVRNVlVm887TjmNHW71lsJ97fLDQSW7gNk-t7x2nw1W7P9BYy4GTWGGW8P8lY_2TS_cBW74tSnH2ZNvwMN5RVJ5lb35VxW7p7JWV5wstzbVL4YLj3KtBm32jn1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWG6RC7DP6c3W5pqd6_7PLfv4W3Dl4Sm4CX3q0N8_nRFX3q8_QV1-WJV7CgS9nW7RgpHv5dck0mW2Tck7j3t69mlW3WG8Fb560LCGW83c7NL84_Ql9W8x6xHl47qp5NW50S70z4lWv6cW2wHCng7PZ6TCW2QdjQQ4Dgb01W12B20d6nkYSxW50hdGK1S8jvxW3zM7b83Nc58GVGT30h7TlMQVW6mHdkC2szw1tW1KSVZr2CJ0GgW6Vsg5l3FtswxW8Gb66J87XZVYW5Dn9L34vJJ82W5Cmn924CMBcPW1Hmjxb5b7LxHW73Knq-7nZvQ1W1gSR-w8b5SmNW6mbbcg7BRTF_32jP1
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there have been more cases than ever before. According to an infectious disease expert at 
Massachusetts General Hospital quoted in a January 3 El País article, one case of measles 
would cause 15 cases within 12 days. One case of Omicron would give rise to another six in 
four days, 36 in eight days, and 216 in 12 days. With current conditions, a simple 
exponential growth model would show 14 million people infected in 60 days from a single 
case, compared to 760,000 with measles in a population with no specific defenses, 
according to the epidemiologist. 
  
(2) Omicron is capable of infecting people who’ve been inoculated with Covid vaccines, but 
the vaccines still prevent serious disease, as confirmed by a recent study by two Dutch 
virologists mentioned in the El País article. By one estimate, the new variant is 25% less 
severe than the Delta variant, identified in India a year ago, in people who have not been 
vaccinated or previously infected. 
  
Six preliminary studies suggest that Omicron is able to invade the upper respiratory tract 
more easily than Delta but is less effective at infecting the lungs. That would explain its 
higher contagiousness and lower mortality. One very small study, published on December 
27, suggests that Omicron infection protects against Delta infection. 
  
(3) Investors are clearly hoping that Omicron will set the stage for the pandemic to turn 
endemic. In combination with vaccinations, it might lead to enough herd immunity so that 
the pandemic ends the way wild brushfires stop spreading. Some immunologists expect that 
the human immune systems will continue to get better at recognizing and fighting back. The 
hope is that Covid becomes more like the common cold or the seasonal flu. 
  
(4) Meanwhile, the wildfire is raging. In the US, the number of new cases rose to a new 
record high at the end of last year, slightly exceeding last year’s peak (Fig. 2). 
Hospitalizations remain below the peaks of the previous two waves, but they are rising. 
  
In Europe, new cases are off the charts, well surpassing previous peaks (Fig. 3 and Fig. 4). 
Hospitalizations remain well below previous peaks, but are also rising (Fig. 5 and Fig. 6). 
  
The Mag-8: Will They Remain Magnificent in 2022? On Monday, Apple became the first 
company to cross the $3.0 trillion market capitalization mark, even if for only a moment. 
Bloomberg reported that the tech giant will be launching lots of new products in 2022. Also 
on Monday, Tesla shares soared 13.5% on news that the company delivered 308,600 cars 
during Q4, as compared to analysts’ expectations of 263,000 units. The market 
capitalization of Apple and Tesla rose to $2,986 billion and $1,205 billion, respectively, on 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HX3q90JV1-WJV7CgzNbW9cwqgq1hvp0jN8XyT6PwQQksW2-yLp34QlGFhW3PltLT75bdx-Vn19wx5Y_2pZW2bL-R28yS-92VGYk8k4xJB_4VNTq2D93YtF_N6_SD82Y1BYvW9j6gf8804dp3W5Mlrg_1xr033W2_Pz496KjGStW8kjtCN4H3F4cW8D8twk2ZfjR9W1jbPJx2mMXK0W7Gfp7D1QvK7yW2MZbKt65PdG1W7rn6jb3bLDvJW6f550G9hyJjbN6H8rGn9zk6-N2F8pQ1vd53SW5zqtJX5zPrpzW106v4y4DTPvBVJ1Ptf2cRxfFW1RjchC7ZxVXvW7zgdC95cmbt1N8t23vJTxJ38W4m4L0p5MBN4y3nm91
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgMQNW6yssL55K_4BjW60HwN533QTtXW91fdZc6ZnJYLW6YXWgy4nZQm4W2-gtCJ1FJnRFW3yCkpK3Wk5zZW26Kvy86723CHW8VzsCQ5lyc49W2VnZT22-wnF1W5NlV_s2bWjGXW2mJ2lH6pqfJ-W72FKmm4mXL6vW7VrfCC8yycRlW5QTJ6T5CG3FHW4n0zTq4s3llPW1dHM0t8hqfnfW7d-BQ_1k8QcPW6Sk17M46wf9yW8ZT0H2801D6MW8P174r8vlmNfW3yr21w8wkPzsW19srQz1T919133yt1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgStPW2fLvzl7lq1_0W7g0kw_73lQrgW2B0KpC2zxHc8W658bhr86PQvPW431PdF92TrHpW12WKVw2jmSZFW8Tq4VF380fFnW8HxRC72Q7BY0W5DyZyK6R4b81W7Cmlt94_hb3kVxxcZt4CFdY5W6Fj0sZ51TrT3W2pX_wy6mmL04W1SfMNt6dt778W4mW2_Y6N8DwlW3db77R71Pgb-W2749Sw38WZtTN65ggNtmTTYhVMG2dt7SjjytW34P9CG5SQYVtVSwLNG1Nm2FzW5YSx1F8m8dHf3mxG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgDZ3W7X-Ylr5NhN06VBwl9w6LhF4BVj6mD_6JyrP5W6VM4p194BRTvW7lw7F61BV97nW6KlY_f8ZyBHdN50KBhZY58Y1W1BWMxx12Krc4N7BckNc_dJMsW7PqrN56XrTYpW7yQ3mc1HTNTcW5jBQcK6ML7xxW4VFB8d2VbW9KW2fyBBT5djx9vW3kJbgX2HPbcwN3n1HGcc33qxW6mS-KM3CyBmTW80ZK8B9lZ6V_W86N6kH3Pd5JQW2ZQyMM3vKj2-N4XKJmLZ9cSdW53Jylf7VLDW535HN1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgVQ8W8T3mpT8KWQ7lN2Vfv_9kTkpvW9fZHtf8_z-NfW61bVnw7TljbfW1lVtw74jVLHjW2gtKNc1m89NZVvRY647V-XMQW3rC3x_4SlhSqW1BjGBy1B1yhBW2Ys15z516GQ_W1yTRjl3z_mtyVDV0Cz4TMmwyW8nHByV3DpcZWVJhrJn8lcYDyW7ggCMJ5VrrP9W7Jq2Vd2Nd4lrW1QvT_H4mkP7hW3VRTfQ1RGJ5BW4m3gRH3dSKFlW6MJ-mg8dhZ26W9g6Tlz63qylwW2jBj8G3B9lYP3dr91
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgGQBW2hXmn_4F8Wg3W1hkbT45GddF8W56F3_H93s3ldW8Rt0r03hD9fPW6NPmNF6ZNCJCW6tQGqV4bYTmmW8b-9cQ8-jCxcN7BdhWYG2flzW68q7MT5_WzSzV3ZMQz224cWjW7xt_JW62RlMGVlBCld70frVVVJy1k_60zwQNW371_B36CL_2rW6MC6yj7w0SbYW3NH56M3RV6FfW87xZwm3RY03xW5SHzqf5Dz90xW3NycCZ9cw2LKW22T-914TW1dlW2N91tZ170gYlW4801BZ2P4flM3drq1
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Monday. 
  
The two companies are in our Magnificent 8 composite of the MegaCap stocks in the S&P 
500. The Mag-8 are Alphabet (Google), Amazon, Apple, Meta (Facebook), Microsoft, 
Netflix, NVIDIA, and Tesla. For quite some time, Joe and I have been chronicling the 
dramatic impact that they have had on the S&P 500. Here’s an update: 
  
(1) The Mag-8’s market capitalization rose to a record $12.1 trillion at the end of last year, 
up from $1.2 trillion at the start of 2013 (Fig. 7). They accounted for 25.7% of the market 
cap of the S&P 500 at the end of last year, up from 7.3% at the start of 2013 (Fig. 8). 
  
(2) The market cap of the S&P 500 was up 222.1% from the start of 2013 through the end 
of 2021 (Fig. 9). Over this same period, the market cap of the S&P 500 excluding the Mag-8 
was up 158.2%. In other words, these eight stocks have accounted for 29% of the market 
cap gain in the S&P 500 since the start of 2013. 
  
(3) The Mag-8 are all in the S&P 500 Growth index. However, they are not all in the S&P 
500 Information Technology sector. Only Apple, Microsoft, and Nvidia are in this sector, and 
they accounted for 52% of its market cap at the end of last year. Alphabet, Meta, and Netflix 
are in the Communication Services sector and accounted for 47% of its market cap at the 
end of last year. Amazon and Tesla are in the Consumer Discretionary sector and 
accounted for 44% of the sector’s market cap at the end of last year. 
  
(4) Here were the market capitalizations of the individual Mag-8 stocks at the end of last 
year: Apple ($2,913 billion), Microsoft ($2,525 billion), Alphabet ($1,921 billion), Amazon 
($1,691 billion), Tesla ($1,061 billion), Facebook ($936 billion), and Nvidia ($735 billion). 
  
(5) At the end of last year, the industry analysts who follow these stocks projected that their 
revenues and earnings will increase 14.8% and 9.7% over the next 12 months. Those are 
relatively high growth rates, but they are realistic (Fig. 10). 
  
The Mag-8’s forward profit margin at the end of last year was 20.4% with Amazon and 
27.8% without Amazon (Fig. 11). The forward profit margin of the S&P 500 was 13.2% with 
the Mag-8 and 12.5% without them. 
  
(6) Needless to say, the Mag-8 stocks aren’t cheap. Their collective forward P/E was 33.8 at 
the end of last year compared to 21.3 and 18.6 for the S&P 500 with and without them (Fig. 
12). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgBytW75RrXn1FY1_JW3Zqn125Q-4z8W1Bttws65HSgNW645r9B1ZMYKqW3-Ws8M7Hcp9yW5KQ5p92Ydj0JW54yZTP5zZ6sNW2WcPRw8RTnZFW1BsjXL2lNVVGW4dBVPL5V2YGTW7pVtQC6X8n0KW7jcM9x8HCwJ1W2TDt1Q3Bjb7jW1jQ7_t2ZxkB0VSLDwj38sSb6W4X9Z7v1zZ1mPW7YK76Q7fGqgLVfGY6Q7g0y40N6-PSFc2dBzGW1t5mMr3zNdL4VFH6N-1PSnjWW2K0B1P86m3G-317B1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgXqbW8Byb048wltmRVsmVpL6TLVFjW19gmm81lvcvHVp0_Z49l3JbHN4tpRXkc6Wg7W3d21WW7p3HhZVfskgj456FRCW5tzzy41Yxxm7W2xDn4B1gXXdVW86HGFV3x34jgW8Qzpqb67HVM2W7P9pCB6mMh1JW2nQg7M75w69SW8wgPTm1dhbP4W4dzs5q1Lt93KW5WJwyJ8tz1thW2MrS0P3HH6JWW17P1gC35vqqrVYFlkt8TcWyWVYtN_Z1hXmQSW4WfJlM1PbzYCW5tN3jM5mfQNn337Q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgBw3W2Kq4RT8WctKQW216pJd1xFGsfVRMyYN881NxbW1RqSmc3HXQxxW5_nrw_8WYgGgW13WNkx26b351W6q4jB23J4KwKW5_CQkL491D_6W77Xz5m8RnNSZW2rpxQT44YCNpVb9_RV844dzzW5RB6_r3_NqDGW553DQC4-C-zvW8TpW717mg3YkW156-0W51TZGjW5jCblQ90VZsXW752nJs85KsSRF5X1TbLvMTTVRx7lX3DrS_MVXRYCV8DxW-xW1z__gN2sdTbkVcdSHx59w2b-3gmF1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgYGVW7X7hCX6xmcwgW4p0dX13SG3KQW6hzW9-9k8z3yW5qcnS04P7gfQW1fjYVY7fg7gHW9l5Z538PyxldV7wdNy7PY2TjW30Q_XK6vH-BMW4YDLr61Zp1dzW4HzN-l8Wt-6MN5d9f-HcLcDSW45zD0V2Vft8hW3hDhWq1M9B_1W7crBMn8l_D9_W7_vsyx6Ln0Z_W5W6D0B7mVdZCW7f6fJ04htmg6W5wFJys73vRpGW5zmnNg2chvk1W1r7lNd4TwtwfW7qkshF7fKMGWW7t8_Rt2xFjFQ3ftf1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgTt6W4ClBTh1lfFxZW7jwyrk1syfB4W4Xbwfr7F7vBBW2MmgSx6-TPMMW6m1WXK1Q68y2W2TrLNN7kfJ6BW82RwpB4jmb8MW5l-jkt3h2JNmW92YRBf58VRzDW10-H3k3Pc5qLVSgxTt69XltDW1ZDq124QB0CQW8f32C02sPS-tV66L9R4_pZvVW3tLkHN6v2r2FW6jCD2K7yq-wkW1cqfKY7hfpWNW53kQt98y_h-qW7QxlGh84-hfFW1xD23s1zvfTyW2hs57D7W2sd7VH_x6w4g-RBr3bW11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgJ3vW6_GQM-6cfQ06W3CblHr58C11sW20Ftht7p3Dr6W3GLy-88SmPZ0W8QZlwt70S-LtW42XC6D2CpcHNW6fKwZp7rhcQtVCFBpb8VKFhgW2N59874j998tW8QlxTH9791w2W7M0LyD70JN4pW49YGQs2X-J-DW55THJ67_cP4fW4tSyX95Kb9l8W14trDL3lz3b-VrG4pp572H_3W2ZH9kj3d_lhHW7wWBpk5CmxQBW7QgXMY4TpmbjW1LRv-J8gNtHxN1TlSn8JNZ06W5sxlxC7HcYZM39zZ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgJ3vW6_GQM-6cfQ06W3CblHr58C11sW20Ftht7p3Dr6W3GLy-88SmPZ0W8QZlwt70S-LtW42XC6D2CpcHNW6fKwZp7rhcQtVCFBpb8VKFhgW2N59874j998tW8QlxTH9791w2W7M0LyD70JN4pW49YGQs2X-J-DW55THJ67_cP4fW4tSyX95Kb9l8W14trDL3lz3b-VrG4pp572H_3W2ZH9kj3d_lhHW7wWBpk5CmxQBW7QgXMY4TpmbjW1LRv-J8gNtHxN1TlSn8JNZ06W5sxlxC7HcYZM39zZ1
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FOMC: Which Fed Heads Rotate? It’s time for the annual member rotation of the 19-seat 
Federal Open Market Committee (FOMC). On January 25 and 26, the FOMC will gather for 
its first monetary policy meeting of the new year. The presiding Fed governors and the 
president of the New York Federal Reserve Bank (FRB) will retain their permanent voting 
status on the FOMC. However, as is annual tradition, the four rotating regional FRB 
presidents with FOMC voting rights will be replaced with new ones, though all 12 of the 
regional FRB presidents will continue to participate in the FOMC meetings. 
  
In the past, the FOMC started to tighten monetary policy when the committee judged that 
inflationary pressures were starting to heat up. Such anticipatory moves didn’t happen at 
the Fed this time around for a couple of reasons. As we’ve often discussed, the August 
2020 update of the FOMC’s overriding “Statement on Longer-Run Goals and Monetary 
Policy Strategy” put the employment goal ahead of inflation. Additionally, the Fed has 
adopted a new approach to targeting inflation, which favors overshooting its long-standing 
goal of 2.0% annually to make up for previous inflation misses, a strategy dubbed “Flexible 
Average Inflation Targeting” (FAIT). We call it “FAITH,” tacking on an “H” for “hope” at the 
end. 
  
The Fed had “hoped” that they could bring inflation back under control after letting it run 
wild, but that strategy hasn’t been working out so well. As a result, most current Fed 
officials, including those FRB presidents who are rotating in as voters, have shifted to the 
hawkish view that policy needs to tighten to curb inflation now. However, the hawks may be 
muted if US President Joe Biden nominates more “dovish” progressive-leaning counterparts 
to the open Fed governors’ seats, as we expect he’ll do at some point. The President has 
expressed his commitment “to improving the diversity in the Board’s composition,” but failed 
to make nominations in early December as previously intended. 
  
Biden did make good on his word to nominate a Fed chair by the end of last year, 
renominating incumbent Fed Chair Jerome Powell. Under Powell’s continued leadership, 
tightening likely will remain the course of policy for 2022. The rapid spread of the Omicron 
variant could slow things down a bit, but the latest Fed consensus is that it’s time to end the 
Fed’s period of easy monetary policy and raise interest rates. Consider the following: 
  
(1) New voting Fed heads. New to the voting block for 2021—but not new to their roles as 
FRB presidents—are James Bullard (St. Louis, 2008), Esther George (Kansas City, 2011), 
Loretta Mester (Cleveland, 2014), and whomever is appointed to the open president’s post 
in Boston. Kenneth Montgomery is the Boston FRB’s interim president, succeeding former 
Boston FRB President Eric Rosengren. “According to Fed practice, Philadelphia Fed 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H15nKv_V3Zsc37CgLmGW1z0H2665DtdqW5NXTqj4JnHp_W3VFVY81HCw48N5h8PXgcB8pMW75mKRL1Km63pW6qft3d754y18W3Vk_l52N-mmMW67Tn5N27_9qfW2QLD8w4kSNTCW5vp1sg3qGW1zW4TLkNl70BS0SN364p5hXMQK-VSMRDt2N8g_hN1KHwBLPzLtJW1nG8cB8V7g6TW28T74P6G66GHW23-ggQ3KrBVcW4q0Ldl5xhB92W4L2jBK3Xjp_bW8k_PdV1NnvwwW489_Jw3STjxgW97xt-v9lsTVkW3NcGH79781fjW2SnJnn4GZ-M8W4_01Zf4HFfJPW4kNn_98SXb9GW55vnkZ93rw5BW1ydyfR34XkxHW4D_HyF4hVJg8MtGKlmx_LK_W1Kfpnb3hHZK9N6kKz0hQgTPzW5lM2l35rzb3JVXMw3W5Xn2FqW3KX6M04b2Y9pW3721rV2fn5NcW4jHlFp3jJmkdW1ShwRr5vK_9Z3qpD1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H15nKv_V3Zsc37CgLmGW1z0H2665DtdqW5NXTqj4JnHp_W3VFVY81HCw48N5h8PXgcB8pMW75mKRL1Km63pW6qft3d754y18W3Vk_l52N-mmMW67Tn5N27_9qfW2QLD8w4kSNTCW5vp1sg3qGW1zW4TLkNl70BS0SN364p5hXMQK-VSMRDt2N8g_hN1KHwBLPzLtJW1nG8cB8V7g6TW28T74P6G66GHW23-ggQ3KrBVcW4q0Ldl5xhB92W4L2jBK3Xjp_bW8k_PdV1NnvwwW489_Jw3STjxgW97xt-v9lsTVkW3NcGH79781fjW2SnJnn4GZ-M8W4_01Zf4HFfJPW4kNn_98SXb9GW55vnkZ93rw5BW1ydyfR34XkxHW4D_HyF4hVJg8MtGKlmx_LK_W1Kfpnb3hHZK9N6kKz0hQgTPzW5lM2l35rzb3JVXMw3W5Xn2FqW3KX6M04b2Y9pW3721rV2fn5NcW4jHlFp3jJmkdW1ShwRr5vK_9Z3qpD1
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President Patrick Harker, generally viewed as a centrist on monetary policy, will likely 
substitute for the Boston leader as an FOMC voter until the Boston Fed has a new 
president,” reported the WSJ. 
  
(2) Vacant Fed heads. In addition, US President Joe Biden likely will have three out of 
seven Fed board governors to appoint. Those include the open seat left by Randal Quarles 
during 2021 and the one that Richard Clarida, vice chair of the FRB, is expected to vacate 
when his term ends at the end of January. The Fed board has operated with at least one 
open slot for the past eight years. Quarles’ seat is particularly important because it includes 
the double duty of Fed governor and the lead bank supervisory role at the Fed. Rosengren’s 
and Quarles’ resignations were announced in 2021 amid controversy over their trading 
activities at the height of the pandemic. Clarida was also accused of misconduct. Dallas 
FRB President Robert S. Kaplan also left his position as a result of the controversy, but the 
Dallas president doesn’t vote during 2022 anyway. 
  
(3) Hawkish Fed heads. During a December 3 speech, Bullard noted: “The FOMC at 
upcoming meetings may want to consider removing accommodation at a faster pace.” In a 
November 5 speech, George stated: “It is also clear that the risk of a prolonged period of 
elevated inflation has increased. The argument for patience in the face of these inflation 
pressures has diminished.” In a December 1 Bloomberg interview, Mester said: “I do think 
that we have to be in a position that if we need to raise rates a couple of times next year, 
we’re able to do that.” This hawkish chorus of voters rotating in is likely to be joined by Fed 
Governor Christopher Waller, who turned heads when he said in a December 17 speech: 
“Turning to inflation, it is alarmingly high, persistent, and has broadened to affect more 
categories of goods and services, compared with earlier this year.” 
  
(4) Dovish Fed head candidates. Nevertheless, the pack of hawks could be muted if, as we 
expect, Biden nominates more dovish counterparts into the open governor seats. The WSJ 
reported on Friday that Biden could appoint former Fed Governor Sarah Bloom Raskin to 
the supervisory role and Michigan State University Professor Lisa Cook and Davidson 
College Professor Philip Jefferson to the other two Fed governor positions. 
  
Treasury Secretary Janet Yellen reportedly had considered Raskin to head the US 
Treasury’s new climate hub. In Raskin’s former role as deputy Treasury secretary in the 
Obama administration, following when she worked alongside Yellen as a Fed governor, 
Raskin warned in interviews and speeches that US regulators must do more to strengthen 
the financial system’s resilience to climate risks. 
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5G75nKv5V3Zsc37CgL55W2cqvjy7vmGrVW1XK2qX7zFMN1W3Fd58T1L3B57V2FhH96WdV-sN2gjR7cW3tl8VsQDtG4-_5WpVtjSmM7FHpbtW3rB-rY2PgcdcN4M38VJSMcJzW4V7Fbz7Hc4kxN8d7dlv42lZDW3cLrDY6YS-MPW6MrLPn3LBs9VW2Txx9H51H9RvW2RyYgX8MBWWgW51YHPR5Tbdn3W4yWQpf1L-P1XW649NS77ZQHYRVXKYlG4XjHrRW6rZDvd210N_9W1V4hZ46ChXhBW2hdxzp9b19hwVNgg_x2_7GvwW6hKsZH1HY7XpW7W2kCh5NDfHfW1kM7Yq5NkdVqVpgZtX3bgSX4W5NmRpj6cyr9bW5sgvBT5pxLdKV3HlJ-7kQvf0MjWSFMg9RqQW5hJQJy22dcTB3h6q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HX3q90JV1-WJV7CgXF9W1KwdYM5CQS0fW2QJx0N1R849sW135wXw6VYw57W7Yvz_z70BBgKW7-QrBg2TZL73W4pbTv54PlKytW7yYwZV4X9L9ZW6dVV683VdKd_W8ttJ2x7-spmTW3gtckc88wcKCW3TDyJh47kRRDV_RWXn5NwQ0_W7VDgT28qRtqcW7mFWG42H508pW5yf4C48zbYVWW32hN_R2g3y6ZW97Cvv_1YCpZMW9kXQH14NYg3GW4h5LJW7g-1jNW6rH8Fp2HwHN2W4fSD1W3RHwspVdYJw_4LGZMbN6jDB7RjB6hmN2QHw9486LVHW3bSJL42B6m1_W98sybs9lTYg2N6T5lBMpFW70W4JRZz67qdZ7L31511
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Gr5nKvpV3Zsc37CgBfVW9jFM2p4k9fJfV_8bFH1kHGRSW5-CbGm7tqjSbW2SM3Sg8r4ycdW2wrSPC8Tysp2N5XVChP5RLzfW8tyMXb7vFYtPW64MLbv5c-nw8W1Q2rMS54-YqkW3K0rx44TGXNJW8yMyF_2VBLCqW751FHr2Y90fHW5_tzrV5Q47LrN3ffM9yYyctlW7zGjHZ3tgmKbW1J-qrQ55csm5W7KBvXy417BY1W6Jz6R74tlGDTW5HKqDZ59CWWtW6sDPLb51Y-wRW2b0R8j6LKSR1W94CQPt6jn4sRW1djLkB3L9n4zW1vHR1181BmnmVskLl7179wyxW5zpMx42165QlN4QwbF_f7TRMW8Bcbmr4g1jGWW4B0KB48GDD7YVRtqsG1GrV1HW1cqYX273vL4rW7DCBhS5-dgRWW47zTgz6J0X1XN6p7M-HRSV7-3kz-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HX3q90JV1-WJV7Cg-nCW3F10v12Rnzm8W6dbV9_4Q5Y2sW43b6jT3LV7FWW9k8Hg_69mR55W75Jl2h67kPBKW2vRBD_3wjn7rW5y3G_65pbMLYW4VZWTv4KG3j4N3jpCSC4MMfXW1Wt8MD1Tb7sDW94NrNF7SWdB1W7_hK7P9l5gbwW6xYd_P3GnzTPW3HllSk6c-zF-W2npHHq8YKkPRW38WCJw1l_vPlW5rVrvw310-B7VhllQF2J6cqGN7jm3NrBb4xHW9chgpN3dkKH6W57Y18X26vsVfW8-S7J02tKF1lV8sfsV19C4pvW7XGqRg2X8RkYW1BLx1X4Zt7CKW3x5l0w3Jm86HW7fSxs01m_9fyW7CR1C257XvT637nx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Gr5nKvpV3Zsc37CgND0W6dM-Ty398cB2N7XR7hbZGQwJW60ZtXl1Z46GxW6MfWTW7hghfJN83plTLnsr5_W3bmNNK2Z7xStN3FBN3HYxhPRW7hHb951f2DMnW19jN2l65bWhkW76K9ZS6ky_xKW3yLK1418md6vW379Kky315NdTW74jrYn9dxxStW1l1W_02gQTwbVJFt9Q3hl2dkW2m4XTv3J1XYnW2X_FXf8z6zRDW889kx-4S5CssW42vF3f7S52CHW5Gk2Dc2FnQl8W2nFJlX3y10KXW60zMPV1Tk-1bW7Wldww70wQRBW9jPTK_3JZlxwW3fVwvS2C-LwjW4zj7Sl5K_mccW609WQY7mhl42W6Qc48H94zNpRW849-MN2Z1NjrW6w021p5_0Lm4W2vBCF23yDBwXW8C8xNN6SwwmrW1_z79y5SYk63W1sccKP1J4L9D2VR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD3q90pV1-WJV7CgVb2VfDFJ24P0lBfW3vrlSj9dzDp1W3V48595wBKlyW6Cg-Kr3hcM_SW3lhFw375lFbyN4DT9DKXgbmGW5ytzhk8jC614W7Jk_0p4HgD77W7bjc7-64RCjxW8XwQCY2z9vzWW33vbHG35V63-W1WNzSt7_C8yxW1hFs2N4zPC3NW7_M_wN45K16LW37TVrx9j1QWkW11PX8N7sBBZWW1dDRLM28xCTJW6Y6W5G9kb9ZXW8WsXq_2wl6hsN3KsTszsyCP_W2pjvtp8vZNPmW13fTLh3jwll7W5L8p503642WXW3Ds6FM4JzT26W8h8_wq2F4J77W674ZMn3HFdLt37qC1
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(5) Fed-head-in-chief. Controversially, Biden announced his intent to nominate Fed Chair 
Powell for an additional four-year term November 22 as well as to nominate Fed Governor 
Lael Brainard as vice chair. That followed accusations of the previously mentioned ethics 
violations, which didn’t involve Powell personally but did occur on his watch. 
  
Senator Elizabeth Warren (D-MA) blasted the Fed chair at a hearing in October, calling him 
a “dangerous man to head up the Fed.” Warren has opposed Powell’s perceived relaxed 
view on bank supervision. Biden said that he picked Powell because he “provided steady 
leadership during an unprecedently challenging period,” communicating respect for the 
Fed’s political independence. Brainard reportedly had been considered as a replacement to 
Powell but ended up with the nod as vice chair. Biden’s expected pick for the supervisory 
role, Raskin, is expected to appease Warren. 
  
In any event, the leader of the Fed heads is heading toward tightening. In a December 15, 
press conference, Powell said: “We’re in a position where we’re ending our taper by March, 
in two meetings, and we’ll be in a position to raise interest rates as and when we think it’s 
appropriate.” The Fed also signaled that it likely will raise interest rates by about 75 basis 
points before the end of 2022 in its latest Summary of Economic Projections. Each of the 18 
officials submitting expectations saw rates rising in 2022, and most of them saw three 
0.25ppt increases. 

 

Calendars 
  
US: Wed: ADP Employment 390k; MBA Mortgage Applications; FOMC Minutes. Thurs: 
Initial & Continuous Jobless Claims 200k/1.72m; ISM NM-PMI 71.0; Factory Orders 1.4%; 
Trade Balance -$74.8b; Natural Gas Storage. (Bloomberg estimates) 
  
Global: 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. Thurs: Germany Factory Orders 2.1%; 
Germany CPI 0.4%m/m/5.1%y/y; UK C-PMI & NM-PMI 53.2/53.2; Japan Household 
Spending -0.6%; Schnabel. (Bloomberg estimates) 
  

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD5nKwBV3Zsc37CgRrQW8WGmJ08Jh7GTN1M69GTbsLgjW3q545B73XmC6W7Yqgtm38qMY2N6-2jQdsY4xtW66XJXD357GBvW2rdkPD71Xrk0W1rnJLH81pvtcW2gTbXZ2yxDvcW9kXhG65m8PfpW6qrGg06YlLfkW66zdjL7X2dbvW57pk6X31XwwmW7BMQTz6mzmJbW9kQ5Lt1msBWVW7q8J0x2RL-5kW6mLpTK3TqHDqW7P73SV3fMp5GW3HfJKw5D66wzW3JXBXT8s4RmgN1T9zj15cyFkW2HM2nr4XFhqKW5DjhDH619kVHW5ppDTw6qK1BQW3jgrz_6TKrD1W2dcH9_47cjDRW7NWxNP5zXS7bW8T3Z1c5blfkwW4f9ss_8K_llNW5c0Z266w2MpRW61_GHJ1_KYR_W10NY4F1j9T0lN37Y0cSN6Mz6W3gQGZC5tSP8NN8MCW9YJkFZ2W3klPXs8NWXTbW8qK7jy7X2sJ6W46bg0C60bs63W90Nfl19h5_87W2gYB3p58LXFKW37b2gn7jBpq4W6g_LR-1z4gqh3mt11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD3q90pV1-WJV7CgKY7W6Qlw458xSwPLW49TMZ_11jsn_W3W0mK35xy-YJV-Cxvn8jQxhLW28sGwL5JXnfCW3tf8lT8H0_SdW56QLkL4W351gW8Qk3Z-9lc3Q1W2vmfC91wYNJHW9jC9pD1thz_qW6-m4hR7TzphrW2xJYcr4HwwLhW33y5ld8bMZcVW5Xfxbw6HrM9xW1bp06_5b5LX2V7vg601mhg3gN811pxXBSL5JW4zWLdd4d7WMvW8D-wlX8nFM7fW58rD_R1tc5QYW33kRYd3jgPGHW5yHykv3QTTzCW1FNd7k2F0cNlW27m9R85hTFpSW3N_zcl1jktJ0N7SzFtQ56JlS35-t1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5HD3q90pV1-WJV7CgQ-YW313JzT3QxgcVW1KmLnJ7hMWzcW5RqFp_5WGBWFN35Zds5R82-0W4c3TKz9clBWVW8FWbSF6tf-LZW8STCHv3sSflmW2HFfz-5HmfhjW79114z3YYwl1W8HrH5-67fY-TW2vQG1c8KBlBRVhPQvd1lyc3xW1L2RQC8hwBrgVrJfy-4j4ss_W79FKJG8CNPfPW35DxHw8tN-6dW2HW7FM12K6VGN8GKn6ZZh674W730LYD7gPD1KW8YVY6n1V02BcW6dnRC05vKgXNW60TFm44rjgzYW7kFcnB7s9qqkW1PHDjj8mhCLNW6vhX6_3t0jv1W4MV8ZD2ch1sY3q7l1
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Strategy Indicators 
  
S&P 500 Q4 Earnings Trend vs. Past Quarters (link): With the December-quarter books 
closed, the current Q4-2021 earnings forecast of $51.15 per share has risen 0.1% since the 
quarter’s start. While that’s a slowdown from the 3.3%, 7.2%, and 5.7% gains over 
comparable weeks during Q3-2021, Q2-2021, and Q1-2021, respectively, the increase 
indicates there will be another strong earnings surprise hook. The gain in the Q4 forecast 
marks a record-high sixth straight quarter that consensus forecasts rose throughout the 
quarter and is well above the average three-month decline of 4.2% for all quarters since Q1-
2000. Analysts expect Q4 earnings will rise 20.1% y/y, but we think y/y growth will be 29.1% 
to earnings of about $55.00 per share. That’s above the $53.89 reported for Q3, but the y/y 
growth rate will slow markedly from 39.3% during Q3. Q4-2021 should mark the sixth 
straight positive surprise for the S&P 500 and its 50th in the past 51 quarters. The Q4 
earnings forecast rose during the quarter for five of the 11 S&P 500 sectors, down from 
eight of the 11 sectors improving before the Q3 earnings season. Here’s how much the Q4 
earnings forecast changed for the sectors over the course of Q4: Energy (43.1%), Real 
Estate (2.9), Financials (2.8), Materials (0.8), Information Technology (0.5), S&P 500 (0.1), 
Utilities (-1.5), Communication Services (-1.6), Consumer Staples (-1.9), Health Care (-2.7), 
Industrials (-10.5), and Consumer Discretionary (-14.4). 

 

US Economic Indicators 
  
Construction Spending (link): Total construction spending reached yet another record 
high in November, posting only one decline since June 2020. Total spending edged up 
0.4%, matching October’s gain, slowing from gains of 1.0% in each of the prior two months. 
It has increased a whopping 13.3% since bottoming in mid-2020. Private construction 
spending led the recovery, also reaching a new record high, as residential investment 
spending made the record books. Meanwhile, nonresidential spending remains on an 
upward trend, climbing to within 9.4% of its record high recorded in January 2020, just 
before the pandemic hit. Within residential investment, single-family (1.2%) and home-
improvement (0.9) spending continued to climb in November, with the former at a new 
cyclical high and the latter at a new record high. Multi-family (-0.3) spending dipped a bit, 
but was only fractionally below its record high reached during July. In the meantime, public 
construction spending slipped 0.2% in November, after a 4.3% rebound during the four 
months through October, and is 6.0% below its record high recorded during March 2020.  

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Hk3q905V1-WJV7CgWYqW6wgs7Q3Jxr59W5hfRyz1RXDYRW2hQ_hT8hZVZ8N4KMxSKnpJDzW75C96_6Qql88W6cgyny80hGPyW3FZHmC9jCx0DW1pKX8y5vNbGwW6R5BQq8Jm6TJMg9tpT_bvC4VLNjyF7Dxd-kW4kpfcl4sP9RBW105-G378QtBdW4M8FVX1TSbjbW3hptF77p1_ZWVV-TRt8KBfH9W2ZLdy46pQRrVW3HjTgt1k0GRkW8_W2Tt8nQMl2W3YqmPJ82FQ_yW2xP3085xmztPN775f5jCNTxvVS-srL8dbD7mW829VKX23HNVl3gC_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgTNdW2Q17kX7djJ_LVT2cwL5HdymSVfbQJg8C2StKW8jVy_C2tZZlgW77-Rbg6YCnnsN33FG1tTnBP8N3R2gXXgpGh-W1vpc__34f4WLW6gKTSZ95t20bW7vBHGN71CVcBW8p-MD683cn4mW6kQGTb8mRFmPW8V8wS84vg62LW4GRXqH4rTgyRW62S3f73BrdpsW198bzG31CM18W7gtNGz8glWS0W6ymHFp591MPJW3Bz7kw25_Qm7W8DL8FD93VtJhW7KjSMV6X7bGhW7qHzc79lgyFt37py1
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Global Economic Indicators 
  
Global Manufacturing PMIs (link): Global manufacturing activity ended 2021 on an up 
note, with growth in output, new orders, and employment all accelerating, while business 
confidence remained optimistic. The report notes that while the manufacturing sector 
continued to be troubled by price inflation and supply-chain pressures, there were at least 
tentative signs that these were beginning to ease. The JP Morgan Global M-PMI posted a 
reading of 54.2 for the third month in December, as the M-PMI for emerging economies (to 
51.7 from 51.2) accelerated a bit last month and the M-PMI for developed economies (56.6 
from 56.9) eased a bit. Of the 30 countries for which data are available for December, 
growth expanded in 26 countries—with 14 of those nations showing slower growth than in 
November, while China returned to growth. Meanwhile, four countries (Brazil, Thailand, 
Mexico, and Myanmar) contracted during the month. Here’s a country ranking of December 
M-PMIs from highest to lowest: Italy (62.0), Czech Republic (59.1), Greece (59.0), 
Netherlands (58.7), Austria (58.7), Ireland (58.3), EUROZONE (58.0), UK (57.9), US (57.7), 
Australia (57.7), Germany (57.4), Canada (56.5), Spain (56.2), Poland (56.1), France (55.6), 
India (55.5), Taiwan (55.5), Japan (54.3), WORLD (54.2), Indonesia (53.5), Colombia 
(53.1), Malaysia (52.8), Vietnam (52.5), Turkey (52.1), South Korea (51.9), Philippines 
(51.7), Russia (51.6), China (50.9), Brazil (49.8), Thailand (49.5), Mexico (49.4), and 
Myanmar (49.0). 

US Manufacturing PMIs (link): Manufacturing activity in December remained robust, 
though below recent highs, according to both M-PMI measures, while price pressures also 
eased in both surveys. December’s ISM M-PMI edged down to 58.7 from 61.1 during 
November; it was at 64.7 in March, which was the best reading since 1983. The new orders 
(to 60.4 from 61.5) measure remained slightly above 60.0, while the production (59.2 from 
61.5) measure slipped just below 60.0. The orders and production gauges were at cyclical 
highs of 68.0 and 68.1, respectively, during March. Meanwhile, the employment (54.2 from 
53.3) gauge moved further above the breakeven point of 50.0, after slipping below in 
August (49.0), recording the fastest pace of hiring since April. The supplier deliveries (64.9 
from 72.2) component of the M-PMI dropped below 70.0 after three months above, as 
supply constraints are starting to ease, while the inventories (54.7 from 56.8) measure 
shows inventories continued to accumulate at a fairly steady pace. ISM’s price (68.2 from 
82.4) index eased noticeably in December, slowing further from June’s 92.1—which was the 
fastest since summer 1979. Looking at IHS Markit’s M-PMI, it slowed for the fifth month 
since reaching a record-high 63.4 in July, slumping to a 12-month low of 57.7 in December, 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5Hk3q905V1-WJV7CgP17W2GQYP48z_YHqW8LGlZQ8VC7-wW6hb1Gz2JS9fyW8Sl1b-3GDFbJW11kpQG3RcXLxN1wclR_dDj-GW43nPbB4hLpTzW6jcsP539jSq2W4QGCbV1SwF73W3z1cDF6990vxW1RK8Jw8gtvNGW3R5nRW1K7xh8W3nDhqX4cgBp_W8VGRBw8pcZY6W4d8-6P72FvTmVks1Gx1JTdzXN5ShX9kn7Nd2W3J3YvC4Nr7LrW4mJQTl8zwnGkW2QBryf5QhK8yW77Yr3V8vqM3mW357fL075DpHXW6pkj7W8CV6X1V5WnNZ5l0g0t3hPt1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVVmF-8_j9g3N62-6CjK-0FVW7TctdS4CX7gPN9cd5H13q8_QV1-WJV7CgQscW8H1ms32JTrZjN1_6lJ58HYVpW2KXzNk4B8Z58W4X-Pj-1qg0BQN6dH9lwn3rFTW8v5PcD6kC9qRW8R9sQG4BnDktN456P3NJW8zWVHGvlJ1dFmC7W6qmxt94xQFDDW9dhSv25BxvxRW32nFpd2r23SKW2sJBNG5WD24cW2qjnH67CtMRjV78ZzF7C9kSwW8LJV9V8_km6QW5-1K7b8BQSyYW1y_LSq6D_TvgW1sRmX72QGk_pW39nh0M2ZtH4jW5Mq-qq1ZfkBFW3TLV2d2VZ2_038Z21
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as material shortages and supplier delays dragged on. While shortages remained, the end 
of 2021 saw some signs that cost pressures have eased, with the rate of input price inflation 
slowing to a six-month low from November’s record high. 
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