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YRI Webinar. Join Dr. Ed’s live Q&A webinar on Tuesday at 11 a.m. EST. You will receive 
an email with the link to the webinar one hour before showtime. Replays are available here. 
Dr. Ed’s presentation lasts about 15 minutes with another 15 minutes for Q&A. 
  
Strategy I: The Valuation Question. Joe and I have been receiving lots of follow-up 
questions about our ongoing analysis of the MegaCap-8, i.e., the eight stocks in the S&P 
500 with the highest market capitalization. We are frequently asked about the impact of their 
elevated valuation multiples on the S&P 500. They certainly have had a significant impact. 
The question is whether their high valuations are reminiscent of the tech bubble of 1999 or 
not. The answer is yes and no. There are similarities, but there are important differences 
too. Consider the following: 
  
(1) Quarterly Buffett Ratio. One of the most alarming valuation metrics is the Buffett Ratio 
showing the market cap of all US equities (excluding foreign issues) divided by nominal 
GNP (Fig. 1). Another similar ratio is the market cap of the S&P 500 divided by S&P 500 
revenues. Both are quarterly series and track each other very closely. They both peaked 
just below 2.0% during 2000 just before the tech bubble burst, triggering significant bear 
markets in the S&P 500 and the Nasdaq, led by plunging tech stock prices. 
  
During Q3-2021, both ratios were in record-high territory at 2.9 and 2.7, respectively. Both 
most likely rose close to 3.0% during Q4. We will know the exact numbers when Q4 
nominal GDP is released on January 27. 
  

 
Check out the accompanying chart collection. 
  
(1) The valuation question, especially about the MegaCap-8. (2) Buffett Ratio off the charts. (3) 
Forward P/S well exceeds forward P/E because forward profit margin has been rising to new record 
highs. (4) MegaCap-8 forward P/S and forward P/E are elevated, but so are their margins relative to 
the rest of S&P 500. (5) Only three MegaCap-8 stocks are in tech sector of S&P 500. (6) Record 
worldwide demand for semiconductors. (7) US computer output at record high. (8) A whiff of 
stagflation last week. (9) Omicron less lethal, but spreads faster and disrupts business. (10) Retail 
sales weakness should be offset by inventory restocking. (11) Durable goods inflation not likely to 
persist, while rent inflation could do so. (12) Movie review: “Ray Donovan: The Movie” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQh9kQw3V7Wycr7CgM6DW3-HhB83CYs6sW70M8rM8wYL6yW4zdGZD7KT8dJW7FjG9F427nHZW3wBm8W8-b7sMW5QLRNg8PxbQgW54Nj_21W7TR4W67Xp_b3dQhpcW4_jcjv3JYCF0W8VDZ3C3xXVJ8W1fK0K08st3hzN9322hh9Gg5nW5JN9Qd6Dzx7SW7H79JH25h8cqW7RPYhh1V0XFKW8FVr_x4SFHM5W9222_7892T41VnnW-x7_wl0cW4cjsGL3hLp4NW8p4_MG1xZD0DW3nqJJm7vgSH-W3mlYHC8tW-KzW8ytD1B7-2k8DW32hKR61B0zkkV6tKMf7rwgdQW3HyJfC78XZlbW3SBnbh2yv7kxW3x6vjm674_6wN6N6MVtzHqssW3zMdM765mF6nW2k4M-q7w2G9dW3pQchn7TWnHtW1Dlzm44Sb_7WSDRQ1lzqfYW9hMQJY2g-mlrW8hL4gW7w6BCBW2W35nX6k1my8W8jYs7y22f4TNW7x7t762QhtlTW3SpDPn7k9RDTW8LFd6R32lN-mVkmHtk1cdn4rW32BK-94v290-W7NW6Cv71QhslW1SCZ_41vh5wLW2QkH6R225m_TW6H_Xnz3-PrkqVC9zVq1-LyHhW7DqlcG957yl_W8Nzb3-40cc5pW5hzmJm8WSxsNW5mz53F7yt46DW2qxXdV5Z6B_BW5fVM8P37V29LW7Znzxk2Q1n64W4RwbG35s_2RVW6K-fJb3XLqmrW4mr4-k4b-sLtW1Nn-Qv5pXc6zW904xm17Xyr91W7SCLws6RVP2XW13KXhp5R2fN0W2_2W2F8FqGyWV1c9nD5z7XnbW3Cfbf-4G1J_nW6BLN4N6ZgDJhVK9VQR653KM9W9gkGSw4mRVXy2tg1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgXPkW53_S4m4LPwVYW4_R7Ks7xnTncW5M-9hy8dH_fTW4TDcrk43rZb7W8xjKfc6lrt_SW3lXt6Y3HFPrDW3wC5fg6yBB_3N9cG2yF50_7BVmdggn2nm-dqW3LZp4P8GBmbnW7kQD3G4bnN2DW1wb9vn5bB408W4K_0qH1BbSnLMdsg5Q_dJRwW4dxQYl47m8qqTFHHD2B4ZZfW4PGb6f78cFnNVKJKJF1nmJDlW3ld5M51HXCk6W6QbLdY68yS4fW7Y_yfY3Bz1ZkN7J7LRgrmp2C38pq1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VW3pK490Y4BCN5HXslP30ptlW5r_q0D4DqvtDN8mSy4N3q8_QV1-WJV7CgHlYW1VhvRh3GNHRxW3FFn5-4XK2gFW3Ftf173kG5mrN4LB2QwxjZQPW1vQgP44blR7RW7Ckj9P9kh36MN5n31zbF7f1JW957xc72kXx6zW79TLPj5yvS6TW7-0J5T8MDBGQW97qjqL1JFML4W7cMw8c8drT1ZN152ww0q4wC6N6VR_gmKhmxfW62BF0S4YHXd9W7hq4Cw144F04N3p2LrbCYFg4W6mjk956YSyKJW37cqsS47jb4CW3Hf8Y461NZvTW5--R-p5BTjXVW3FPb7j7kMr_P3mP21
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(2) Weekly Buffett Ratio. Joe and I found that the weekly price-to-sales ratio (P/S)—i.e., the 
S&P 500’s stock price index divided by its forward revenues—tracks the quarterly P/S ratio 
very closely. (“Forward revenues” is the time-weighted average of analysts’ consensus 
revenues estimates for this year and next.) The weekly P/S series was at 2.8 during the 
January 14 week, well above the 2.0 peak on the quarterly P/S ratio hit during Q4-1999. 
  
(3) Weekly P/S versus P/E. Not surprisingly, the weekly forward P/E of the S&P 500 has 
been highly correlated with the comparable P/S ratio since the start of the latter series in 
2004. However, they’ve increasingly diverged since mid-2020. The forward P/E rose to a 
post-pandemic high of 23.6 during the September 2, 2020 week. It was down to 20.9 last 
week. Both readings are below the record high of 24.5 set during July 1999. Nevertheless, 
the recent readings remain high on a historical basis, instilling fears of a bubble that could 
be followed by a bear market. 
  
By the way, the reason that the weekly forward P/E and forward P/S have diverged is that 
the forward profit margin (i.e., the imputed margin we derive from forward earnings and 
revenues) has been rising to record highs since the start of the pandemic, so earnings have 
been rising faster than revenues (Fig. 2). That should ease some concern about the record 
highs in the P/S ratio. 
  
(4) MegaCap-8 valuation. I asked Joe to construct weekly MegaCap-8 forward P/S and 
forward P/E ratios. The available data since 2013, after Facebook went public on May 18, 
2012, show that their P/S ratio rose from about 2.7 at the start of the period to 6.6 during the 
January 14 week of this year (Fig. 3). During that week, the P/S of the S&P 500 was 2.8 
with the MegaCap-8 and 2.3 without them. 
  
During the January 14 week, the forward P/E of the MegaCap-8 was 32.3, and the forward 
P/E of the S&P 500 was 21.1 with them and 18.7 without them (Fig. 4). 
  
(5) Forward profit margin comparisons. Again, the rapidly rising forward profit margin of the 
MegaCap-8 explains why their forward P/S has trended higher since mid-2020, while their 
forward P/E has trended lower. Here are the relevant forward profit margins during the 
January 14 week: MegaCap-8 (20.4%), S&P 500 (13.3), and S&P 500 ex-MegaCap-8 
(12.5). By the way, the margin of the MegaCap-8 excluding Amazon is 27.8 (Fig. 5). 
  
Here are the latest forward profit margins for each of the MegaCap-8 stocks: Nvidia 
(41.2%), Microsoft (35.7), Meta (Facebook) (29.3), Alphabet (Google) (27.8), Apple (25.6), 
Netflix (17.6), Tesla (13.1), and Amazon (4.8). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgYSnW5VVJ6S7t_jZhW15qHh39ccv2WW68j3nq1kwxWdW7LLbvq17TvFNVzQ4_X9gqX1GVXtjQw5QTQzCW25b_Z72CmntwW2F0M1W3XSpyWW4l_PVK7txT3tW8h4Fn347g8zdW115Pfy6G_f3DW5WgQ418nG4MZTh27k26YTb0W523PhK8XjyKjW9fsYfT4YShGcW9gWzjs2VTxK0W4w3RRX25-SGQW4cZmgs3zQptJW735kzh34YKf4W1-7-WF1QVQ4WW8gc9_j6nsMWlW8rnxzq3yQ45633sz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgzZhW6h0NCW13vCk1N4dZ9TfmlWczW4rjYTT2pjSGLW6g3bTn4c8rr1W5H2qWS3YTcbqW8NKKjX51TSm5W965Gj_2cHtKzW11WLtH51p9tYW58HqfC3t3hWVN6hFkJWsjBNsW1QJDkX3BlwcXW4RjJMt1XnSCgW7W0Lmn7mHRLzW93sBZ56-hT9rW5wtmln6X8S-7W4RhNHG5QHWgPN3TqZ2D40_bxW5BRDw118qGyMW6sbDbs3HxBt2W3tbGwV41l-9SMKXtwZJWMcRW8JTK8-29lk3G32gg1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgTbRW7M_jLw5JSM-sF8qLvJDyCDXW8WxfXg6c8PSfW6TJCJq5ccKp9W4K2v9T8bSLK2VFWGSZ3FdNcxW8XBrcN1vrzhvW65B1Rx4-4Tb6W8BxC3r63Yb1RW2Bl05Z5jz95_W3hptw072nJBLVd9dKR6YVC6tW37-WWb2qrt5vW88W6SY8Dzn70W3kCB3C1fjd6dW14gFRr8snnpcW5FdQmz286PgsW8RPGFD7dyh_yW8TVz2M1DvbyzW4qzLpD2R99_rW68cCz13clJ8BW1BxlSB5jj89G35JS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgVHfW8XrHyt6jSprlVD83NS7bDQ5CW3y8sgT4Gsxg9W5tqnkZ8Zm6qXW1-Q7SR70QHd8W2t6Y4X6sBMpxW3dCWyc7QYYZWN5jr0ZwNlGd3W4qD00k2hZ5XHV9nN2m2yf866V64rT81TxnYyW8gqrWq62fJKFW7bV4bQ4jZPXqW4c43JG9lY9V6W22q-jz6Lqt6vW3PkVv_45xtHQW2HzDq21fY6nPW1Mkbjz7X9gpvW6M2KsV313R15W8b25ZK69S2j0W84m1fJ1S6hhPW2WZnXn1YpVJ33kj51
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Strategy II: The Case for Tech. Only three of the MegaCap-8 stocks actually are in the 
S&P 500 Information Technology sector—Apple, Microsoft, and Nvidia. They currently 
account for 52% of the sector’s market cap. Accounting for 46% of the Communication 
Services sector are Alphabet, Meta, and Netflix. Amazon and Tesla account for 47% of the 
Consumer Discretionary sector currently. This sector dispersion makes it hard to compare 
the magnitude of the current MegaCap-8 bubble (if that’s what it is) to the all-tech bubble 
during the late 1990s. Recognizing that we are comparing apples and oranges, consider the 
following: 
  
(1) Tech’s market cap and earnings shares. During the tech bubble of the late 1990s, the 
market-cap share of the S&P 500 Information Technology sector rose from 12.1% during 
March 1998 to a record high of 33.7% during March 2000 (Fig. 6). Back then, the sector’s 
earnings share peaked at 18.2% during September 2000. 
  
During the first week of the current year, the sector’s market-cap share was 28.6%, and its 
earnings share was 22.4%. In other words, the difference between the two shares isn’t as 
inflated as it was during the 1990s tech bubble. 
  
(2) Semiconductors are in demand. Meanwhile, worldwide semiconductor sales rose to 
another record high during November (Fig. 7). This series is highly correlated with the 
forward earnings of the S&P 500 Semiconductor industry, which also rose to a record high 
during the November 29 week. That’s a good omen for the overall fundamentals of the IT 
sector. 
  
Of course, just before the 1990s tech bubble burst, both series also achieved record highs. 
However, the bubble burst in 2000 as Y2K-led demand for technology hardware and 
software plunged at the start of the new millennium. This time, it’s hard to see what might 
cause demand for technology to drop. It’s easier to see more demand, arising from the 
need to increase productivity in response to chronic labor shortages. And of course, the 
transition to electric vehicles also bodes well for technology spending. 
  
(3) Computer output at record high. By the way, the 1990s bubble was led by inflated 
demand for communications equipment, which led the subsequent tech wreck (Fig. 8). The 
current tech boom has been led by industrial production of computers and peripheral 
equipment, which increased 1.8% m/m and 7.8% y/y during December to a new record 
high. Output of semiconductors and other electronic components edged up last month to a 
new record high as well. Output of communications equipment declined during December 
but remains on a solid uptrend. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgF1ZW4BmRs-8mBcbmN1PTKrDV3h4PW95Qt_M7TJ4HKW5dhBg_7G-2NdN9gWdbNcZ7w6N1cB24_l285gW2Y8pkh7M0BLqW76FWNz4LT79WW2st1018lmqBxW3JbV_N7wkSlYW7gM9Hp6DyjCyW1_twJc8SGnVcN6RPKzf55k16W8t3tvs3Xcw8sW6lKn0L4RJfKHVdC74W8_QHzJW8ZZxBT6CTbPCW33xwhY6yxRgTN6hmfY9RXgJmW4_PfQS6qxz4SW9fPfpX3-16mmW1gdgvC8KXQCx3lJY1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgH09W8Db_LF8s35rWW2ZN33z6hkD1-W5KkDCg3szRN_W8sNrTh3G17VhW35y2263BPJRWW7w-Pkx3LCP4NW4_F0xD8CxggrW8jQlXZ5TxyxFW47gvD11J4GbyW7gHJtT6JQ4xRW6Dq5cd4LrTj7W6tB-X82z5VCzW593b3c40H7pnW5_h-Rw5hkDVWW6r8GS_8ZQY4gW8GSQKv1c9vZhW6TpQcp4XSkHcW5bnFYd53c1cXW6C5Fj12FbCxDW3V6zLy5NSnHHN1ZSy8pl6QR1W7tJLC77g-gFH344x1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7Cg-RsW2Dl1TM7Vw99RVH20bs33HnRCW2J41vW3HN4h2W2K0Ny74h7J-_W430fhm4CJ0BKW6X3LWw2Rm047W44Sw6K1-VLslW4Z5p2L76RVCqW8_dJbn5GTZ0lW1MFrBR8mr59DW563l5P3Lm97BW4mhPBs1s7ZGPW7wbCv-5Q6kv9W4L8WGG8fPNXvW2J8vbz4hf7KVW4t10ND6N2ktjW1fvG8f7xv02HW2ZND-k8n7nH7W6QJ7F56Hzn9WW58r_1G7cSBc0W2vbJTQ2HZ8lvW4DTH9N7QZ1TJ3lzd1
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US Economy: A Whiff of Stagflation. There was a strong whiff of stagflation in last week’s 
economic reports. December’s CPI was up 7.0% y/y, the highest since June 1982, and the 
month’s PPI for final demand was up 9.7% y/y. Meanwhile, December’s retail sales and 
industrial production fell 1.9% and 0.1%, respectively, on a m/m basis. 
  
Contributing to this downbeat scenario is the Omicron phase of the pandemic. While it is 
less deadly than the Delta variant, it has been spreading much more quickly, resulting in 
more and more workers calling in sick to work. This development may prolong the period of 
supply-chain disruptions, which could depress economic growth while further boosting 
inflation. Let’s have a closer look at the relevant data: 
  
(1) Pandemic. The number of new Covid cases in the US hit a record-high 673,735 on 
January 10, using the 10-day moving average (Fig. 9). New cases may have peaked, as 
they since have edged down. Meanwhile, the number of Covid hospital patients rose to a 
new record high of 134,281 on January 14, also using a 10-day moving average. 
  
Over in Europe, the sum of new cases in France, Germany, Italy, Spain, and the UK rose to 
a record of 843,623 on January 14, on a 10-day basis. The number of hospital patients in 
just France, Italy, and the UK rose to 56,000 on January 13. On Thursday, Jackie and I 
reviewed the extreme quarantine measures that the Chinese government is taking to 
achieve their zero-Covid policy—including shutting down factories, which could seriously 
disrupt global supply chains and boost prices further. 
  
(2) Economic indicators. December’s drop in retail sales was from a record high during 
November (Fig. 10). Rapidly spreading Omicron and rapidly rising inflation undoubtedly 
explain some of the weakness in retail sales at the end of last year. In addition, thanks to 
three rounds of government stimulus checks, consumers have more than satisfied their 
pent-up demand for goods, with the exception of autos, which remain in scarce supply as a 
result of parts shortages. 
  
Eyeballing the chart, the retail sales level seems to be about $1 trillion (saar) above its pre-
pandemic trend. The gap is less so on an inflation-adjusted basis. On the other hand, there 
isn’t much of a gap anymore on an inflation-adjusted basis—real retail sales are back down 
to the pre-pandemic trend. 
  
A slowdown in consumer demand for goods would be a very good opportunity for 
businesses to restock their depleted inventories. If that’s what happens, then weakness in 
consumer spending would be offset by inventory accumulation in the GDP accounts. In 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7Cg-GFW89rCPx4bqCRcW7R83Qz5fJTlRN25bmZthwJl6W5ln9Cp10-Px7Vd_p_Y6V9R4GW2QdTfJ5ZDBMLW5l3QCB5VsPlKN2N17jJ6HD3mW2GRpBm49j1f2W1hY-Kz2l_vT0W4TJ6hp6LstQVW2VfR9J8QzmgZW8VK8-N35F-tSVdFLfN2-2S2DVz9nf460KvPwW3Vj85L2sPJVSVNZ5bZ2m6WQDVgLx1W4V0pdKW29xKrv7vjjVtW27hNNF4WGJ0YW1k2Cnh1T4H6YW9cDrjj4wbyzf2v91
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgHt1W4tWz3L1PY2rTW4bjppq7bt6l5W4MWJlT3rQ91MW7VL-0M6FPsnlV5lS-s37ty2jVV_MFd410r1_N5vbCRH_v4qmW86Zkr07Gvl6LW94x1Vs1M4mRzW6FFm3B15sWh4W6q7DK52j9_zmW1yc0B03_9vQrW6l0Vj436kBs0MrpTbS8tWw0W60f1nP6-VWvCW50xQbL5grY8fW8q1rNY5Hqg0WW6X7mTf62lc70W291Cxb2M9F06W5hQHN78BNgL7W39ftc46rFXKPW988Jmk52fHxP38dN1
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October, the real business inventories-to-sales ratio remained at its recent low of 1.38, 
which was the lowest since May 2013 (Fig. 11). 
  
December’s drop in industrial production reflected 0.3% and 1.5% m/m drops in 
manufacturing and utilities output. A 1.3% decline in auto manufacturing reflected the 
industry’s supply-chain problems, especially shortages of crucial computer chips. 
Nevertheless, industrial production rose at a 4.0% annual rate during Q4-2021. 
  
(3) Inflation indicators. There are a few signs that inflation may be peaking, but numerous 
other ones suggesting that it remains a persistent problem. Debbie and I are still targeting a 
core PCED inflation rate of 4.0%-5.0% through mid-year, then 3.0%-4.0% during H2-2022 
and into 2023. We may have to raise the first target range depending on how December’s 
PCED plays out when it is released on January 28. 
  
We are still expecting that consumer durables prices will either stop going up or even fall in 
coming months. They’ve led the CPI’s jump with one-year and two-year gains of 16.8% and 
21.3% through December (Fig. 12). Here are the two-year price gains for specific durable 
goods categories: used cars (51.1%), new cars (13.9), motor vehicle parts (11.8), furniture 
& bedding (16.3), and appliances (12.5). Prior to the pandemic and since 1995, these prices 
tended to fall. 
  
On the other hand, rent inflation is likely to move persistently higher during 2022. That’s 
because the median price of an existing single-family home is up a whopping 32.3% over 
the past 24 months through November (Fig. 13). As a result, many would-be first-time 
homebuyers have been priced out of the market, boosting the demand for rental units. 
Rising mortgage rates will only reduce the affordability of housing. That will push rents 
higher too. 
  
In the CPI, rent of shelter rose 4.2% y/y, the highest pace since February 2007 (Fig. 14). 
Here are the increases in its three components over the same period: owners’ equivalent 
rent (3.8%, highest since April 2007), tenant-occupied rent (3.3%, highest since May 2020), 
and lodging away from home (24.2%, highest on record). 
  
Movie. “Ray Donovan: The Movie” (+ + +) (link) is the final installment of the American 
crime drama series Ray Donovan, with a great performance by Liev Schreiber as Donovan. 
In February 2020, Showtime canceled the series after seven seasons. The movie does a 
great job of answering open questions left by the series, much more so than the “Many 
Saints of Newark” did for the TV series The Sopranos. Donavan is a professional “fixer.” He 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgZynW1WYtfZ82FWQpW81BHvN8c_DFbW3FPGCX6RXsyGW4TQ-Yp66rkvXW6tHW6N6bmjMhVRfBd84Lwq5fW6tvLLl1zYXRnW6DwzG88zsWM4W2m8-ms2tWfC-VXQffC3dzknKW8H7rbg5yP4T-N7pjp_3Py25rW5wcFgR8xSKrPW3bN9Cd9f0RzXW21Vn9N6DXK1SW58J0qV82km2QW5SyQRs62VCGLW3_FC9L2xJz66W7SMv0L1nwB_FW7Nv5JL7L-9yQW5N7HyV22-6lyW6wb5-q3hwF8l3dKX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgJJVW4b4sn92x0dW0W7TH_6f3JGKvFW2z3Cj54Ldpx0W83HCGx1jrNH1W2dyxnw7ZCdFVW930YCq7mTwS7VfLmmh474KTNW6qR_-H79h2pVW2R47J58ngshrW38mjRD2rCvXXW54c3G57NJJM7W4Cn1VT99Ngd8W7-JpbM8XgZMTW2Yrw_R9h6P49W349G9c4ysyd6VBfc661lj0yXW4Gk8HD8MGrhQW6VkMm31YgcWGW2wMNPl1lR7TlW2JbV488Fs7wTW3rkHPm6Ykq-hW86ZBHr99SFR-3bRS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7Cg-YyW24X8971F_q_MVgpPfG3L59gYW8cxxqN4D4csKW1swKmw8KGtbSW6ZKPnt5SKqR_W2bRhF21hK1pXW1kX_bh6PCt9qW7S09vP84-BsZW3vGPqh6tKWycW92GSfv1KWRMgVdP-jb7QTzMFW2YHlZL7zGhqyW8wMpf51D6y9CW47Ctx56S-59bW58qTlp7MVqtsW31wv-h19k70kW1RpwQP309Hq0W83XMwV9fDpT5W4cJ5D-38bjc3W3Sz_QS7Y8l3hW6zPGY33LXDSmW8PnWD79327fZ31kQ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgYBzW2FGWYH5PJg17W8ghKL52sBl6fN4pjSpFsg3fFW3CzFTb745cmLN1klg9y6myJvN76xkxBkbFM-W75x_b28mnzfKVzLSQR7Nc5_pW5mpHw-8N8VTFW3mQyYf4TnHq9W2vB8dp8j02TmW6z_c8J2qSR_JV19w_B1M42RcW46mjgF468kldMQk85yybnw3W1sTVmf3BgY_mW929R417mqBv-W6g44Lf5D-bd9W7-nQ1W2k09RYW2Y5mJ147FcMtVlfK6B7mYXDkVvW4xM5wWTwb2C41
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgJ90W431xPh9dNjFRW12BTXG32ZkSbV5Sp5t8Nc9cTW39z0ZW4lH_kWW3PSmxH8QzS-WW8dk4yB17vdNDN4ZpMb3l451WW7k-Gry5L8MlnW82CDly3HZYt6W9fHVrh7JbkPXW6-ntYc2qmhKtW98lgfr7BbPc5W7JYPWD6_q_H6W8mLq828-27sCW8dP40q3XNYjhN7xF3WVPn3rwW2QDMhm5jtQz9W7pSMRG39Sf4SW7zfml818s19yW7fZWH12yr1G7W5X37T73smX7yW4GlH3_2zSwbS3byQ1
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uses bribes, payoffs, threats, and other illegal activities to protect his Hollywood celebrity 
clients. He has had a very challenging relationship with his father since he was a teenager, 
which helps to explain his chosen profession as well as his brooding and often violent 
personality. Like that of the Tony Soprano character, Donovan’s family life is full of drama. 

 

Calendars 
  
US: Tues: Empire State Manufacturing Index 25.0; NAHB Housing Market Index 84; TIC 
Net Long-Term Transactions; API Weekly Cruse Oil Inventories; OPEC Monthly Report. 
Wed: Housing Starts & Building Permits 1.650mu/1.701mu; MBA Mortgage Applications; 
EIA Monthly Report. (Bloomberg estimates) 
  
Global: Tues: European Car Sales; Eurozone ZEW Economic Sentiment 29.2; Germany 
ZEW Economic Sentiment 32.7; UK Employment Change (3M/3M) & Unemployment Rate 
128k/4.2%; UK Claimant Count Change -38.6k; UK Average Earnings Including & Excluding 
Bonus 4.2%/3.8%. Wed: Eurozone Current Account; Germany CPI 0.5%m/m/5.3%y/y; UK 
Headline & Core CPI 0.3%m/m/5.2%y/y & 0.2%m/m/4.0%y/y; UK PPI Input & Output 
0.7%m/m/13.7%y/y & 0.6%m/m/9.6%y/y; Canada Headline & Core CPI 4.7%/3.6% y/y; 
China PBOC Loan Price Rate; Japan Trade Balance; Australia Employment Change 30k; 
Australia Unemployment & Participation Rates 4.5%/66.2%; Bailey; Cunliffe. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 0.4% last week to 3.2% 
below its record high on December 27. The index ranked 41st of the 49 global stock 
markets we follow in a week when 38 of the 49 countries rose in US dollar terms and the 
AC World ex-US index rose 1.0%. India and Taiwan were the only countries to trade at a 
record high in dollar terms during the week. EM Latin America was the best-performing 
region last week, with a gain of 5.0%, followed by BRIC (2.6%), EM Asia (2.4), and EMEA 
(1.3). EM Eastern Europe (-3.1), was the biggest underperformer, followed by EMU (0.0) 
and EAFE (0.2). Peru was the best-performing country last week, rising 7.7%, followed by 
Chile (7.1), Greece (6.8), Brazil (6.4), and Colombia (5.7). Among the 17 countries that 
underperformed the AC World ex-US MSCI last week, Russia fared the worst, with a 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgSFYW5qV8Dw2R17vnW6GQmd62TnT-QW23y1bz3f-417W3Dp5k52W5pVMW4S8GXc90GVvxW2SNG2y6h5FlvW7M1Jns4KrPB7W3sjXlD1W9gFSW2dN77x5m0J39W3ZqJyF2KJmyXW6qmf1J1ssDm3W2xSs772JbClPW4wjCC-53DPmZW4_c3Vs5yZYgBW3Z7Ct54kN7LJW5SQB7w3g82byW1mGyM-84thVQN4-91Tt2MgKFW4BD3HL28JsqyW1knd7S64_P89W2ZPK0P3SCvyJV54fSS5GDmgz313S1
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decline of 5.4%, followed by Denmark (-3.2), Sweden (-1.9), Ireland (-1.8), and Switzerland 
(-1.7). The US MSCI ranks a depressing 44/47 so far in 2022, with its 2.7% decline well 
behind the 0.6% gain for the AC World ex-US. EM Latin America is the best-performing 
region, with a gain of 3.7%, ahead of EMEA (1.9), BRIC (1.8), and EM Asia (1.8). The 
laggards: EM Eastern Europe (-3.3), EMU (-0.2), and EAFE (-0.1). The best country 
performers so far in 2022: Peru (15.3), Turkey (9.4), Chile (9.2), Hungary (8.8), and Greece 
(8.2). The worst-performing countries: Denmark (-9.7), Russia (-6.6), the Netherlands (-4.5), 
Switzerland (-3.5), and Sweden (-3.5). 

S&P 1500/500/400/600 Performance (link): SmallCap was the only index to move higher 
last week, posting a 0.3% gain compared to a 0.3% decrease for LargeCap and a 0.4% 
decline for MidCap. LargeCap is now 2.8% below its record high on January 3. MidCap 
ended 4.4% below its record high on November 16, and SmallCap improved to 5.3% below 
its November 8 record high. Nine of the 33 sectors rose last week, the same as a week 
earlier. SmallCap Energy rose 7.8% and was the best performer for the week, followed by 
MidCap Energy (5.9), LargeCap Energy (5.2), SmallCap Materials (1.1), and SmallCap 
Financials (1.0). SmallCap Utilities was the biggest underperformer last week, with a decline 
of 3.2%, followed by MidCap Consumer Discretionary (-2.1), LargeCap Real Estate (-2.0), 
MidCap Consumer Staples (-2.0), and LargeCap Consumer Discretionary (-1.5). In terms of 
2022’s ytd performance, all three indexes are lower so far; SmallCap’s 1.0% decline is less 
than those of MidCap (-2.1) and LargeCap (-2.2). Just seven of the 33 sectors are positive 
so far in 2022. Energy and Financials dominate the top performers: SmallCap Energy 
(18.1), LargeCap Energy (16.4), MidCap Energy (13.3), MidCap Financials (6.6), SmallCap 
Financials (5.7), and LargeCap Financials (4.5). The biggest ytd laggards: MidCap Health 
Care (-9.2), SmallCap Health Care (-7.6), LargeCap Real Estate (-6.8), SmallCap Utilities (-
6.0), MidCap Communication Services (-5.0), and LargeCap Health Care (-4.9). 

S&P 500 Sectors and Industries Performance (link): Two of the 11 S&P 500 sectors rose 
last week, and four outperformed the composite index’s 0.3% decline. That compares to a 
1.9% decline for the S&P 500 a week earlier, when four sectors rose and six outperformed 
the index. Energy was the best performer, with a gain of 5.2%, ahead of Communication 
Services (0.5%), Tech (-0.1), and Health Care (-0.3). The worst performers: Real Estate (-
2.0), Consumer Discretionary (-1.5), Utilities (-1.4), Financials (-0.8), Industrials (-0.6), 
Materials (-0.6), and Consumer Staples (-0.4). The S&P 500 is down 2.2% so far in 2022, 
with two sectors in positive territory and four ahead of the index. The best performers in 
2022 to date: Energy (16.4), Financials (4.5), Industrials (0.0), and Consumer Staples (0.0). 
The ytd laggards: Real Estate (-6.8), Health Care (-4.9), Tech (-4.8), Consumer 
Discretionary (-4.0), Utilities (-3.0), and Communication Services (-2.2). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgVbYV8vzxM8gWMPMW36WGzH8c_Mm4W886qQq4SlWXcW6TgHns6T-DZtW13MtRC8gCXkfW2KYGQT2MYnf0W2pmnX285YFDgW2C-6638mtnzmW5R2y3m5cgJfMW7rvBgq1MRcr8W3v8_J36wVRJhW1_PWjD23bf7gW1Qddph28TYp5N8TPcnYlhyR6W76qZwv4TVQ8RMqh_DrTgys6W3c3X1z6tT1hzW4vVJ2P7r1JxwW12tbwm7bXpS-W5T0Tgd86Hv1pW2Qwt-k5fvV2WW3RCT3y6h6JJN37l51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgJs2VB6vTW4n37CVW3v8zGq5HT6_MW485SWF6MNqvFW5m_9p_4nJVxnMSTGwxSqjvDW5Cxlpc2jP1rBV76ghQ1PMFHsW13TtC014Rv8HW1XmDC84hHMt6W1N57Fq5xwzwWW412jFD5F0gxWW5mXNkt1TXFJxW4Q-X3q75SqYTW5kxVJ61x_VlsW1-7VKb45cgt5W2Rk-zw5PD_K9W7xw2yT2blGrYW3FDzM-71nnTKW3Wdd0W4PShGzW8cTql73Jh0KGN39GrWPjpYFtW1Zby3M1vMvxT2pl1
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S&P 500 Technical Indicators (link): The S&P 500 fell 0.3% last week, and weakened 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma). 
The index closed below its 50-dma for a second week but above its 200-dma for an 81st 
straight week. The S&P 500’s 50-dma is lower for the first time in 14 weeks, as the index 
dropped to 0.4% below its now-falling 50-dma from less than 0.1% below its rising 50-dma a 
week earlier. 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 an 81st week last week, but dropped to a four-week low of 
5.2% above its rising 200-dma from 5.9% above a week earlier. That’s still above its 11-
month low of 5.0% at the beginning of October and compares to a 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): Six of the 11 S&P 500 sectors traded above 
their 50-dmas last week, down from seven a week earlier, as Real Estate fell below that 
measure for the first time in 12 weeks. The other four sectors below their 50-dmas are 
Communication Services, Consumer Discretionary, Health Care, and Tech. That compares 
to just two sectors above in early October. Seven sectors have rising 50-dmas, down from 
nine a week earlier, as Industrials and Tech turned lower last week and joined 
Communication Services and Consumer Discretionary. Looking at the more stable longer-
term 200-dmas, ten of the 11 sectors were above that measure. Communication Services 
was below for a second week, but has flipped back in and out of the club nearly every week 
since the end of November. 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 
  
Retail Sales (link): Retail sales contracted sharply in December from November’s record 
high, as fears of supply shortages ahead of the holiday season likely borrowed from future 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgKVpW81mPD240LHzGW8FqvmJ1lSzhcW32Jj3h3Tdv3lVZFQ7n17plLfW5sDDhW8q6kkXW678twf4bFX0HW8ydnLS5BVZJLW26S4Pw5ZYlyyW4Ntz1T3jbp4fW4nDdR15M_G12N4sx1lgq7xvyW503QtF6jkxVhW7Qdk0B4FvGD7W3bQbsZ7VQg03W4pk_8G31zZCgN67TXJR5Q0hZW4gJNyc4QNptcW6Bz35193WwbyW1RnnZp5DNq5vW3t-1pC5V86VBW17_1MK5YGv59W38c8tX14fVbs3lxB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgWWwW57ZKM38mlm2KW36hQvm6PcRHRW4TFHXt1bQRv4N5W4CwKrt_-ZW78fBk01ckRyBVSwB2P5xK5KFW5gYPBP2zlPRmW1rj7wz46qCfSW2rFKhz6xdc51W21HWJG32_bT6W1vTZHm2m9-z8W8vStW32knYZyW8C4dFd970JNjW8zNkXr4g9_66W7vPgmm2tNs7hW4wL6VV4CX3-pW1_Zgzy3m6lNVW7GghL-7z6t7DW7QXCV81vYQC5W2CX4RB3TyKgRW7SDGjY3k1m6xW2b1SfL7McN-v350g1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgX_vW1xM3s-87n4G9W625Mm51mFw5-W1jQcmM26vDm0W5lMcVH7wGN7zW1sxZdF2TqBlMW3_R12X60dFXJVJZBb44czdRDW4bsq557zyg2LW2LsJWP1bnK9TM158V7sXcwnW6wkyHv944rYGW5Zv1W42PcF_lW39j6vT3GD8mXN2brnCy2hT2VW8drZNW3D64NCW1L3N4S8MR9q4W5dVCf35pT2l9W7jFJxb5L7KnkW7RjpJB3WPF0hW61Tfv71_pDbNM-z-wN9cWnrW1WVqbd8L_FCn34x-1
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sales. Sales sank 1.9% in December—the steepest drop in 10 months—following a four-
month surge of 3.9%. Despite December’s loss, sales were up a whopping 19.3% from 
December 2020. Meanwhile, the control group—which excludes autos, gasoline, building 
materials, and food—fell for the second month, plunging 3.1% in December and 3.6% over 
the period, following a three-month jump of 4.8% to a new record high. Of the 13 retail sales 
categories, 10 categories fell during December; the only ones in the plus column were 
miscellaneous store retailers, building material & garden equipment & supplier dealers, and 
health & personal care stores. Here’s a snapshot of the sales performances of the 13 
categories during December, versus a year ago, and relative to their pre-Covid levels: 
miscellaneous store retailers (1.8, 20.6, 30.5), building materials & garden equipment & 
supplies dealers (0.9, 12.5, 26.9), health & personal care stores (0.5, 8.4, 11.4), motor 
vehicles & parts dealers (-0.4, 10.2, 19.7), food & beverage stores (-0.5, 8.4, 18.4), gasoline 
stations (-0.7%, 41.0%, 31.3%), food services & drinking places (-0,8, 41.3, 9.6), general 
merchandise stores (-1.5, 14.6, 14.7), electronics & appliance stores (-2.9, 14.6, 0.2), 
clothing & accessories stores (-3.1, 29.5, 15.5), sporting goods & hobby stores (-4.3, 18.1, 
35.0), furniture & home furnishing stores (-5.5, 11.1, 12.8), and nonstore retailers (-8.7%, 
10.7%, 25.9%).   

Consumer Sentiment Index (link): The Consumer Sentiment Index (CSI) dipped from 70.6 
in December to 68.8 in early January—its second-lowest level in a decade, with 
November’s 67.4 the lowest—averaging just 70.3 the past six months. The CSI averaged 
82.9 during the first half of 2021. Both the present situation (to 73.2 from 74.2) and 
expectations (65.9 from 68.3) components declined in early January—the former the lowest 
since August 2011, and the latter falling back toward November’s 63.5, which was the 
lowest since October 2013. The report notes that while the Delta and Omicron variants have 
contributed to this downshift in sentiment, rising inflation is also an important factor. Three-
quarters of consumers ranked inflation, compared with unemployment, as the more serious 
problem facing the country. December’s CPI jumped to 7.0% y/y—the highest since 1982—
outstripping the increase in wages. When asked about their finances, 33% reported being 
worse off than a year ago—a percentage nearly matching April 2020’s shutdown 
percentage of 32%. According to the report, “It’s even starker among cash-strapped 
families; twice as many households with incomes in the bottom third as in the top third 
reported worsening finances.” 

Business Sales & Inventories (link): Nominal business sales in November climbed to 
another record high, while October real business sales (reported with a lag) remained 
stalled around March’s record high, just 1.5% below. Nominal business sales advanced 
nine of the first 11 months of 2021, climbing 0.7% during November and 16.5% over the 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgXfVW4j0mzy4yTpL6N8ZF96Sk_8M9W8hWV432Bjwp9N980YBYHdrwKW1yRRWg5sMbRXW5zHt718BNqZlW7W8xc47T496XW4w4srT667xw-W96Sr4x1VbnYwW35rxt_34WK0wW7sllHy4q2ltzW7d6ZTq6pq3CcTpZ007Xp3jFW1JPQl97ylvj5W11p-KL9dZVmbVw87q36vM3LrVt34Xj2vGFZpW6ZDKBB8t-BBSW6jWMc61YrjwbW2gBBH_3-DMsYW3xRKCl2WlHCzW211ydJ3CG4N93k5d1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQV3q905V1-WJV7CgK7JW4tKCXk7mzPg1W5rF3xb5d1-cXW1x6tCr1sl22WW7ms6K-8VxdcdN7KjjS8CHDHmW6Qm5hs987xc1W2VcJDc6rd7L2V59zYg1FpMSFW1yDSDY7Qhf5pW37xFj_409-8WW4Kly1923WKqDW4F3ZQl8HGCdXVs_WN_7c8NncW5-8stM17Y7j-W8tbsK92B9DfVW9gSTGh9fhcRZVp74Sg4qynWSW8phzdR3hbBwWW3BTCBV52MlK6W57W-zH3LV784W5ZZ0Fr6dcC3hW48c7xz7KlqFqW8xVFbK7lZDZ1W1kT7-b6xrHwS36_N1
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period. Meanwhile, real business sales have been more volatile, rising five months and 
falling five months through October, for a 10-month gain of 2.5%; real sales rose 0.3% in 
October, following a 0.5% gain in September—the first increases since June. Real sales for 
wholesalers rose in October for a fourth time in five months, up 0.2% m/m and 3.7% over 
the period to a new record, while real sales for retailers rebounded 1.4% during the three 
months through October after a four-month slide of 6.3%, leaving October sales 5.0% below 
March’s record high. Real manufacturing sales remain in a volatile flat trend around recent 
lows after falling 6.1% from its recent peak at the start of 2021 through May. Meanwhile, the 
real inventories-to-sales ratio (1.38) held around recent lows again in October, down from 
1.45 in February, while the nominal ratio edged up to 1.25 in November, after slipping back 
down to its record low of 1.24 in October. 

Industrial Production (link): Output unexpectedly fell in December (from November’s two-
year high) as manufacturing production was hindered by supply shortages and 
unseasonably warm weather triggered a drop in utilities output. Headline production slipped 
0.1% following a two-month jump of 2.0%, as declines of 0.3% and 1.5% in manufacturing 
and utilities output, respectively, more than offset a 2.0% advance in mining production. 
Pushing manufacturing output lower was a 1.3% drop in motor vehicle production in 
December, due to a shortage of computer chips, following wide swings of +12.8% during 
the two months ending November and -9.2% during the two months ending September. 
Motor vehicle production fell 5.9% y/y in December, while the overall manufacturing sector 
rose 3.5% y/y. By market group, consumer goods production (-0.2% y/y) was little changed 
from a year ago, with durable consumer goods (-1.0) output falling due to a drop in auto (-
6.4) production, while nondurable consumer goods output was flat. Meanwhile, business 
equipment (3.7) production rose over the comparable period, as gains in information 
processing (7.9) and industrial (6.8) equipment more than offset a drop in transit (-5.9) 
equipment output.  

Capacity Utilization (link): The headline capacity utilization rate ticked down to 76.5% in 
December after climbing the prior two months from 75.2% in September to a two-year high 
of 76.6% by November. The rate is 13.1ppts above April 2020’s low of 63.4% and is 
currently 3.1ppts below its long-run average. The manufacturing rate slipped to 77.0% after 
a two-month climb from 75.7% in September to a 37-month high of 77.2% in November. It 
was within 1.2ppts of its long-run average. The capacity utilization rate for mining advanced 
for the third month, from 74.0% in September to 79.1% in December—the highest since 
March 2020—while the utilities rate edged down from 72.2% to 71.0% in December; the 
capacity utilization rates for both remained well below their long-run averages. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgYy8W6p9b2Q46DG_xW6PfjT11G-Mz8W7PywkF5fVJmYW6qJGT27r9PcCW3xf3J78CwLVqW8WC2mZ5bB2CxW6nQyLt2TjXczW4JLtyT5Wl6p5W8hWX6s8JZwRTW7Zv2F15Xy7R5W2hc7qw3SWvkWW5Sy4TK7G82DbW1sRKml4_bb77W77LSm98k0r-kV700xn2t-mQMW95b2x637yLgJW9dwfTd60-2y0W2M1ymc4x2MlXVg6rCk250llzN77lZCnRHzm9W9btNLW624q0pW4lC0j67cf3sB3hkQ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgTT8W8FGP5H1cDwbCW3Q_Bv299WCT2N7thkYDJGHKtW5p5mLy93bv9PW2T4qHk1vZvRwW2fWDrx3Q7vLrVpnknF2CTZK0N2tgCm3YQ75YVBXQqv6WVBVSW6k7rX37_yw6lN8lqfFBPD39HVgC9W84ctQ3XW3bwkj_54BqC_Mtg859MvWzYW5YtzRZ4fC1Y3N380BzvSMYwKW67C1nN496crNW4qNXVD4LxLn8W7_kDsr73Z5plW8lC25C6f3b9zW7FljWj5V9pl3W10Jv2M8_TsM33nN21
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Producer Price Index (link): December saw the producer price index for final demand post 
its smallest monthly increase since November 2020 as core prices matched its smallest 
gain—posted in both September and February—with the former increasing 0.2% and the 
latter 0.5%. They both averaged monthly gains of 0.8% during the first 11 months of 2021. 
The yearly rate for the headline (9.7% y/y) measure barely budged from November’s 
record-high 9.8%, while the core rate (9.4) held at November’s record high. During 
December, final demand goods prices (-0.4) posted the first monthly decline since April 
2020, led by a 3.3% drop in energy prices, with food prices 0.6% lower. The yearly rate 
eased to 13.4% y/y after accelerating steadily from -5.2% y/y in April 2020 to a record-high 
14.9% by November 2021. Prices for final demand services increased 0.5% in December, 
slowing from November’s 0.9% though faster than October and September gains of 0.2% 
and 0.1%, respectively. The yearly rate accelerated to a new record high of 7.9%. Looking 
at pipeline prices, pressures remain very high, though have eased. The yearly rate for 
intermediate goods prices slowed to 24.3% from November’s 26.5% y/y—which was its 
highest rate since the mid-1970s—while the rate for crude prices slowed to 38.1% from 
49.4% in November and its record-high 59.4% during April.  

Import Prices (link): Import prices fell 0.2% in December, its first decline in four months and 
only the second during all of last year, as petroleum prices fell in December and the 
increase in nonpetroleum prices was cut in half from prior months. Petroleum prices 
dropped 6.0% in December after a 72.3% surge the first 11 months of the year, with the 
yearly rate slowing for the second month to 62.0% y/y in December from 89.8% in October; 
it peaked at 137.5% in April. Meanwhile, nonpetroleum prices increased 0.3% following 
gains of 0.7% in each of the prior two months, with the yearly rate at 6.8%, easing a bit from 
November’s 7.0%—which was the highest since summer 2008. The yearly rate for industrial 
supplies & materials imports eased to 36.2% in December, down from May’s record-high 
55.2%. The rate for capital goods has been on an accelerating trend since bottoming at -
2.0% y/y in November 2019, climbing to 2.3% in December 2021—which is the highest 
since spring 2008. The rate for consumer goods ex autos (2.2% y/y) is the highest since 
April 2012, while the rate for autos (2.8) is the highest since March 2012. The rate for food 
prices (13.7) is accelerating sharply, posting its highest yearly rate since September 2011 in 
December; the rate had been bouncing around zero over the past few years.   

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
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Debbie Johnson, Chief Economist, 480-664-1333  
Joe Abbott, Chief Quantitative Strategist, 732-497-5306  
Melissa Tagg, Director of Research Projects & Operations, 516-782-9967  
Mali Quintana, Senior Economist, 480-664-1333  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgNCzW5jjXT06xkYlgW3Y7qMn42kQ8LW8tmKpm4-5VKzMF9x1tk-rfrW2N797J36wBpKW44vrHY7129lXW6sTwvp4fJd_9W2wnlxV4QwczkW35HPmf1lxNk_N6HbMgQV9Jq7W9bWv0j5BMdBHW21rTz-6c8QYvW16JcHz4mPMd3W3z_gYl2BgszxW4ZrjxF65MQk2W7TWCMz5fcVN6W58cC2S2Pb-BpW6hJ_NX6GxT7VW4FTLvk7LPBh1W7W8S1C8LNJchW4y6qmr1pQ8WwW78KXh723hjcL37k_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXfkdz5xVHsvW7GL1rF5_R-l9W61z83B4DqB3lN5n2LQB3q8_QV1-WJV7CgDktW1hrbqS9hH2MTW3Rys3B899PCSW8zQskx3P6npQW2y5D9z43lH37W9cP2VV6klHpzW1JvKNh8738WvW2H5hg06mJDHWV3_HN07XxJgmVz5yG87ck8gbW51W73W7CK_JYW8_30ZH13H_QGW6Y-bpl5g3Q0BW1n2Nvk8v0nLwW2lmwHP2LwFJ3W25Wwqt229J65N6tsj5Z9mWpjW5zGVmf1MnrWmW2NghFx6GR92jW1sGRPl1gSRv1W65lwCq7rC_TpW8Cz0wx3pZLWSW7ySHf-1blRT-3j8B1
mailto:requests@yardeni.com
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