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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays are 
available here. Dr. Ed’s presentation lasts about 15 minutes with another 15 minutes for 
Q&A. 
  
Geopolitics: Putin’s Grande Illusion. Russian President Vladimir Putin, a former Soviet 
KGB agent, has been known to lament the collapse of the Soviet Union. In his annual state-
of-the-nation address on April 25, 2005, he said, “The collapse of the Soviet Union was the 
greatest geopolitical catastrophe of the century. And for the Russian people, it became a 
real drama. Tens of millions of our citizens found themselves outside the Russian 
Federation ...” In a documentary film called “Russia. Recent History” that aired on state 
television on December 12, 2021, he described the fall of the Soviet Union in 1991 as the 
demise of “historical Russia.” 
  
Such comments reveal how strongly Putin feels that the disintegration of the Soviet Union 
devastated Russia’s power—fueling speculation about his foreign policy intentions amid a 
buildup of tens of thousands of Russian troops in regions bordering Ukraine. 
  
In March 2014, Putin forcibly seized Ukraine’s Crimea region. He is backing separatists in 
parts of Ukraine’s eastern regions of Luhansk and Donetsk, jointly known as the “Donbas,” 
in an ongoing conflict that has killed more than 13,200 people since April 2014. Now he has 
amassed an army of 100,000 soldiers on Ukraine’s border. On Friday, the US and other 

 
Check out the accompanying chart collection. 
  
Happy Saint Valentine’s Day! 
  
(1) Putin says collapse of USSR was geopolitical disaster. (2) He wants to put Humpty Dumpty back 
together again. (3) War is imminent, maybe. (4) A message to other former Soviet states. (5) Higher 
oil prices, higher S&P 500 Energy stock prices. (6) Tweaking odds from 65/35 to 60/40 on Roaring 
2020s vs Great Inflation 2.0 alternate scenarios. (7) No sign of peak in CPI, though base effect may 
still be having an effect. (8) More upward pressure on energy, metals, and food prices. (9) 1970s déjà 
vu all over again in some respects. (10) Fed has never been further behind the inflation curve, while 
hoping it will bend. (11) Paying the price for the Fed’s original sin. (12) Movie review: “Nightmare 
Alley” (+). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgLSdW1ByyVm4lG4XTW20Bv1S9g05T2V4LsrK6hlHY5N8wFr_MNhFPhW8WVgXD1NrH72W2DRj844rFQNsVg0Pzx1fcX2pVjt33Z17CSz3N1nJN0HCn1TKW8sjxgz30ZD0SN8WMLdTHYWHJW3sNyWk1ZvC75W8k_NyY5kL_fKW2my84y33DKLcW26ydxG3Pq26SW53YD586Hpgs_W8ps5pS7VS-sWW5CQC314npFN6W94nZfK1698Z6W2gXVB785sdxBW16y-8s7PDPqcW2TzFh54QRwDf3chq1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/DVR2q2jtm5N8FSgvzpxzwPW5VG-2S4FvnsCN5yXtkw3q8_QV1-WJV7CgWyZW9lL7ZX4_F8lLW6jy2WN2VGpHsVl8fGJ8VrpN0VDLKVK7ghwZgW2BqbGG14zNwVW7JF7PV5tPlfNW7WTrd34zVjmyW6YQ6Wr9dGpq1VwtxXk8rlZFFMpWskG6JYCWW4pzcfJ6ZbFRyW9lFlxz8QtfP4VWkJGy35-T6wW736NHK7GRnq0W3-PpPd56ZbP1N8p95X93klyzN1FQmcRq3LpHW7MnB0X7ZwTkgW14sZm949dfRnW8ZWpv34Qp72SW8GnP8Q8NFN5sW7jpWYM1l3L183pnx1
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countries warned their nationals to flee Ukraine, as an invasion is expected this week. 
  
Let’s review other recent related developments: 
  
(1) Putin has said that he wants legally binding security guarantees that NATO will not 
expand further east or place its weapons close to Russian territory. Officials in both 
Washington and at NATO have responded that no country can veto the NATO aspirations 
of any country. 
  
(2) A February 11 WSJ analysis explained that Putin wants much more than security 
guarantees. He wants to put the Soviet Union back together: “Ukraine was part of the Soviet 
Union before it collapsed at the end of the Cold War in 1991, and it borders Russia to its 
east. The disintegration of the Soviet Union left Russia with a vastly depleted population, 
territory and economy. It also diminished Russia’s superpower status. Now Russian 
President Vladimir Putin is seeking to reclaim some of that glory and undo some of what 
Russia lost in the Cold War. He has described Russians and Ukrainians as ‘one people, a 
single whole.’” 
  
The WSJ analysis also observed: “In massing troops near Ukraine, Mr. Putin’s goal is to 
extract concessions from Ukrainian President Volodymyr Zelensky and force him to give 
Russia a say in Ukraine’s future. That would send a message to other former Soviet states 
that the West can’t guarantee their security.” 
  
(3) The price of a barrel of Brent crude oil jumped by $3.62 to $94.75 on Friday, when the 
US suspended consular services in Kyiv and ordered most embassy staff to depart after 
warning that a Russian military invasion could happen at any moment (Fig. 1). Moscow also 
began withdrawing its diplomatic presence in Ukraine. The price of Brent is up 52% y/y, to 
the highest level since September 29, 2014. 
  
(4) Russia produces 10.4 million barrels per day according to the latest available data, for 
October 2021, from the Energy Information Administration (Fig. 2). The West will respond to 
an invasion with sanctions against Russia, but they’re not likely to include sanctions against 
Russian oil exports. Then again, President Joe Biden on February 7 said, “If Russia 
invades—that means tanks and troops crossing the border of Ukraine again—then there will 
be no longer a Nord Stream 2. We will bring an end to it,” suspending the Russian-built 
pipeline for sending natural gas to Germany. At a joint press conference with Biden, 
German Chancellor Olaf Scholz offered lukewarm support without explicitly saying that the 
project—which would benefit Germany as well as Russia—would be halted. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KB33q90pV1-WJV7CgB33W4sNh6C1f8kmrW4GKNGj17LJ9SW2YwPc_1y3PtFW5pT_lj2LbTd0W7lsHvN2wkC9NW3sN5pK90hLQdW6d3xBv37PbLXW8GyRwv8skLy3W2rKkTC2CnzvCW5G5pt18Gtg2_W8Jd9fp5tmZpzW47z8jV8W3D5MVfsZcn8_Kt0hW6ZMtXH8149tNW4R4kbS3j9l_HN7tWWctXMG4kW1V3Q1V1PGj-VW5sd6MM5-sFqBW5CkktT3T5Xr3W2tBwd32DvYBqW8mcQ1f14rzDQN6TglWcl1xhtN20ZXf_vZ6B2W1Y346R2nMBCtW2MPcDl5-TSxfN39SGrRcdtkD2DJ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgJqXW2C6YgM6QdjdFW7_n-Jg8V737sW3zmgcR5Z0vRNW9c92d21Q4SDjN1g3xywg-WkdW85blCM6425btW6999Vq8grr9BW2RwyGM1-WQz2W2cJrP-6LhyHtW4lPL5Q6xcVKjW8rGBQ08P2g9QW1nfgLQ4NVcTvW3K0Y7Z2C5-YJW7Zn9KZ5P5g5JW7sqt-M7rjTn5VT8tsG98S8zQW7jX3Gw6jnZ6QW5H1L7Z96lMBzW3r9rtm4VP_Z9VtMky25zYVcRN97cnmgvz8JBN2tNlt62l4LY37s-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgLQLW1SyXpH7Gn_JpW84gdTJ30T94NW3ZP-b91mV2zyW5H-Yhx8btJW9VLFBGs7bbxhfW5PnXjB4-mSQQW3s9lvz2Vt8hqW6pn6Qg4mVV3_W9hd3t01_tF9zW1c2xpg1F2yrNVyRc7X8DBtMrW6ySJPF17nZdNV2RRK94q9dp-W9fWYcX4-ZZLnW4mf5Tx8PTKlhW48FQYr6B1jC0W2Zhdlb4hxmYXN7_CW9vs5VQ5W1Wlnmn23WnMlW91H1Nn7WNYHXW9kBhws3ZRsg6W6C1k9w1KNLD73lBs1
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(5) In last Wednesday’s Morning Briefing, we reiterated our overweight recommendation for 
the S&P 500 Energy sector. We noted that spare oil production capacity now is largely 
confined to countries that are vulnerable to geopolitical turmoil. Unnerving the oil market so 
far this year were a drone strike in Abu Dhabi and tensions between Russia and the West 
over Ukraine. Meanwhile, climate activists have succeeded in forcing fossil fuel producers in 
the US and Europe to slash their capital spending on finding and extracting oil and gas. US 
frackers have yet to boost their production in response to surging oil prices, suggesting that 
they can’t—simply because their wells are increasingly less productive because they are 
running dry. 
  
(6) On a ytd basis, the S&P 500’s Energy sector has outperformed its other 10 sectors by a 
wide margin: Energy (26.5%), Financials (2.5), Consumer Staples (-2.5), Industrials (-6.1), 
Utilities (-6.5), Materials (-7.3), S&P 500 (-7.3), Health Care (-7.6), Information Technology 
(-11.1), Consumer Discretionary (-11.6), Communication Services (-12.3), and Real Estate 
(-12.4) (Fig. 3). 
  
Here are the ytd price performances of the S&P 500 Oil & Gas industries: Equipment & 
Services (34.7%), Exploration & Production (28.7), Integrated (26.3), Refining & Marketing 
(26.1), and Storage & Transportation (13.0) (Fig. 4). 
  
US Inflation I: It’s Persistent. Debbie and I previously have discussed two alternative long-
term economic scenarios: the Roaring 2020s and the Great Inflation 2.0. As we qualified in 
the October 6, 2021 Morning Briefing, “We don’t mean to suggest that this two-scenario 
paradigm means that only one scenario will get the entire decade right.” The outcome may 
be some mix of the two scenarios, with one prevailing part of the decade and the other the 
rest. Nonetheless, assigning subjective probabilities is helpful for showing which of the two 
seems most likely to us. 
  
So, we also reiterated our subjective probabilities for the two scenarios. We assigned 65% 
to the Roaring 2020s and 35% to the Great Inflation 2.0. Now, to reflect our near-term 
concerns about the persistence of inflation, we are changing the probabilities to 60%/40%. 
  
With that in mind, let’s review the CPI report released on Thursday and the latest 
developments on the inflation front: 
  
(1) CPI. There were no signs of a peak in January’s CPI inflation rate. On a y/y basis, the 
headline and core CPI inflation rates rose 7.5% and 6.0%, respectively, the highest 
readings since February 1982 and August 1982 (Fig. 5). Among the CPI components, those 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KzN3q905V1-WJV7CgSGXN97TCFC6sxnqW2ss-Qj7LqCf1W8zzPRl6Msyg5W6lRvSN1XtmzYW2BZ1dh2ztnlTW8bjgQ47c9qh1W2ncGVD3DmNFDW7mzy9m6KZm7SW3r3C7W7S8v0YW2yNKSg11LWkNW1LLP7v91_54LW58MclY56NCFbW1tVytS5t0bSNW4lb1164sbm3kW6jL0zV5lm-vcW1QqWFl3xTn5gW5GLprh7BqyZcW4Gc0Jv35Z3h1W2c32rP8PbrGkMT8TWjbrLhFW1X7Y-f19PjGbW3gDz2M9fdh6fW6xWsX87CX4PrW2vHMZq855RRj3jjB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgS-5W5GTXlq6WPC_-W4dQpcY1VSb8pW1qzvcc78gL1lW2b1J2w4by9_lW4_nCxY7HK-S6N85BX9Tz9V6mVGFVyB4Bq2N_W6JVHMH72Gv0dW8VqmpT5s8hxlW7YsW0-6JWxfkW2wf9ps7xQxylW1HYr5H4dr4gdW3P138D20lZlYW8Xkd-_2hZ5Y7W376CNh7H9gcCW1RpYsf8MmW36W3jDF8M3mvTKhN31Pcvlc2s2GVYJrCS5H1P7bW46Vcd23dtfv5W1HWC2j3nctpTW60XDrr1FCCNT377W1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgT15W8CW8HT5qQBzZW1Ph76_2Sl7mhW4Lyh6T3jCTWvW7NqZm94MsDdvW2sQvLS1ftbgTMWcrxZprpFqW1gjcmQ2fPYtMW5b52b55nrgFWW4z_VNY4lyqZnW5MH6L36nDvQlW1z64R_5_8P15W6d71WW6gM-k7W6m3qln3f3jr4W4V-Xr76RJG2fW4pFMB98SNrqYW5WpsPq64DYVdVV54x45KRgmWW7rpD6V2BxdwQW9h_5nM7tPVhGW4Ks1WG25H-bFW51CLYl3P2P3kN2xGLPN3xlHH3dl21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KzN3q905V1-WJV7CgC_dW4JLZW3688rJQW2274b43w5Yg1W59LDjW7YfgvsW8bLrht80lr9SW6z7g2J7WQLPkN8M-XzJX9YQRW1vCXwD4XVq3zW2YYy0X35ljZlW5lsGMV6LwLpjV-cpZ05TWw6tW5NFN773-JZrlW41wG5n5qRQc1W12HQ3g5-ZNNvW2ZBQ3K1scpDrN6GwJ9blrQclW15xG2f1GlnMgW8F6ZrM1PTjYLW7PLZpS1rc_kGVqmyM-47rRXpW1P8VgD2jzF3CW2k-hYF4HX6xMW1HlXQ35QCWWhW7ckTY27pltT1W5lgk4w8xx_7K2851
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgX86Vy3hVL94qrKbW7b34LN6SJBV2W4VsMRK4HdYcpN61nCH7DLbznW9c5x0M6JWtJRW6tKXxf9lJlqrW4CqVzR2dCmr6W5PnFKj6tYtl2Vg_dqy97v5YWVVLFgr3gwQRFW7q_61C7st79lW4KnSZc8xn3M5N8rh5MrjmTypVvd0pt8-b5lbVy63GH45nFN9W5XdHFy51ftF7N74YMMt47NSBW8m-fzH8TDzF9W3WJ1jl1hFZXdW2bXzLx2yTxtLW6fk74H29cVJgW66s0F72ZhFfK374J1
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leading the CPI higher over the past year have been used car & truck prices (up 40.5%) and 
new vehicle prices (12.2) (Fig. 6). We expect both inflation rates to subside in coming 
months as automakers increase production once their supply-chain disruptions are fixed. 
  
On the other hand, rent inflation is likely to remain troublesome through at least the end of 
this year as a result of the 31.5% increase in the median single-family existing home price 
over the past two years through December. Overall rent of shelter rose 4.4% y/y during 
January, the highest since mid-1991 (Fig. 7). Tenant-occupied rent rose 3.8% over the 
same period, the highest since February 2020. 
  
To smooth out the effects of the pandemic on the CPI, we can compare the 12-month and 
annualized 24-month percent changes in the major components of the CPI through 
January: all items (7.5%, 4.5%), food (7.0, 5.5), energy (27.0, 11.2), core CPI (6.0, 3.8), 
core goods (11.7, 6.8), new vehicles (12.2, 6.9), used cars & trucks (40.5, 27.3), apparel 
(5.3, 1.4), medical care commodities (1.4, -0.5), services less energy (4.1, 2.8), shelter (4.4, 
3.0), transportation services (5.6, 0.7), and medical care services (2.7, 2.9). 
  
The 12-month rates are higher in every category except the last. In our opinion, this 
suggests that there may still be a transitory base effect boosting inflation. Admittedly, 
though, it can also be argued that inflation has turned out to be more persistent and 
continues to move higher. 
  
(2) Energy and metals. Given the recent surge in oil prices, the energy component of the 
CPI remains troublesome. The national pump price of a gallon of gasoline rose to $3.54 
during the February 7 week (Fig. 8). The nearby futures price jumped to $2.74 at the end of 
last week. 
  
Rising energy costs are pushing up industrial metals’ prices. For example, aluminum 
production consumes a great deal of electric energy. Soaring power prices in Europe have 
created a challenging environment for aluminum smelters by raising costs significantly, 
which has led to production cuts or shutdowns in France, Germany, Spain, Netherlands, 
Montenegro, Romania, and Slovakia. Sanctions on Russia could further restrict supplies of 
aluminum. 
  
(3) Food. Food inflation is also likely to remain troublesome. A widening drought in the US 
has sent feed prices soaring, putting upward pressure on beef prices. US hay supplies are 
the lowest in about 10 years, and corn prices the highest for this time of year since 2013. 
Cattle futures this week touched the highest level since 2015 (Fig. 9). In addition, 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgT-nW51-PKV5FtTHWW22Zs-_17ZQNQN4TsZvp9VWVYW68Dlvt1sk9zgVYqQKc21xrh5W7HbD4X94z9tbW11nL-M6MvSZGN4vQ2WlGML4_Mg3Cqcv5X3gW61YpNV7XZyNkVC4QKz75bfQCW3fXvVV5HtHhdW5hS4-t1GdQRxW7lH9Ym7ffnv6W3YbGWP8Br8j5W2l_Bl-3Xjvr9W6h_C9p4B9CVJW2v9gKy3fmmkkW5mjxdF98kbvQW7cH9hy7zr910W2CPMSq6zF5CkW56Cz0z15jrC33c_p1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgXkfW60WrX72hk53lW8rp6Rj83c3BWW5T_BQ58CGw-_W1767kn7XmzKYW6q8YDB3zVLyTV2Lg184xcVBxV16Gbg6nJ9mGW51n3Pr7sw9_lW236Txz7bhyTkW9jqx_68xRtv2W32c7Vr62DSTZN6xvzczbmSTfN39XrY3_dbV4W8SYsy_4CGB-kW57fwQ42RB2d0W51C34F2sctCBW5Mdckw5KHshFW2NRZjL7nfH-vW1thxfd7lmKJpW1bRrwD8VTB9CW6Q6Kyn7MSZxfW9j4HpZ22LC_k33dy1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7Cg-RSW8z7lfV7XmNqNW4ZM62m8sgmt2W22g1zZ71XDFHW2rYzVH2KWdhrVPHKc64CldKmVGT-RH1SvrhjW7TL1WL43tnlcW4TrxVF2CR_mjW20j6FC7J2RwJN5VsLm0p3sqWVGSNGr3ntH7YW1DKr9p38zGgJN2p_Xl8V92c-W92tTWm8N2dcCW6kSd4d46lTmdN2hZBHvlrrDsW95MMRs6WGgCXW1Xtg9Y34m60BW5d_7bw83d8c9W66KkCq5gWcZFW1Q4h3c91CZBWW4fx32q8WrHk93cgH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgzMbW2vycpg3Dgf19W7pmFpX2rhVZ5W6ZDPH34YmCMpW44T4yv1qNmPjW4sRHjl2ZtLQ_N4P41nnvlBHsW7GqVjc4g-P6wVCGFnQ44xl17W15QJkG13f69nV74-px1GYYH5N98xh3rjDsh3W5bfK3L6LWbHlV7L94Z13lvWcW2VCZCQ7fs4gDW5DJ8ND7Sh9qrW5vXMZ28c5DnZW19cWjJ7m3KSjW8ygQ_Z7TVqnRW6Ykfbm51MGdgN83YrPpWX0VyN1j6Dg3Sw3bRW1s_4r15ClrqP3j9f1
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abnormally dry weather in South America has spiked the prices of soybeans, coffee, and 
sugar (Fig. 10). 
  
(4) Wage-price spiral. The big problem is that while the Fed has waited for so long to 
tighten, a wage-price spiral has started. Walmart and Amazon, two of the largest employers 
in the US, have been raising their minimum wages. Both import lots of cheap goods from 
China. Now instead of bringing the China price to America, they effectively are setting the 
minimum wage in the US—and raising it. 
  
On February 7, Amazon announced that its maximum base pay for white-collar workers in 
the US is more than doubling to $350,000 a year from $160,000. Three days later, the 
company announced increases in the cost of a Prime membership. Last fall, both Amazon 
and Walmart raised their hourly wages. Think about that: These two retail giants were a 
source of disinflation prior to the pandemic. Now they are raising wages, forcing other 
companies to do the same—and to offset their rising labor costs by raising their prices. 
  
(5) That ’70s show. All of the above is reminiscent of the Great Inflation of the 1970s. 
President Richard Nixon devalued the dollar in 1971 when he closed the gold window. 
Soaring food and energy prices caused the CPI to soar. That triggered a wage-price spiral 
as cost-of-living-adjustment clauses in union contracts boosted wages. The Fed was 
woefully behind the inflation curve, as evidenced by the spread between the federal funds 
rate and the CPI inflation rate, which was mostly negative during the 1970s (Fig. 11). 
  
The big difference between now and then is that the dollar is strong currently. In addition, 
productivity growth collapsed during the 1970s, while it has been rebounding this time since 
late 2015 (Fig. 12). 
  
(6) Taking a stand. So where do we stand? On the fence, honestly. Inflation not only is 
persisting; it’s increasing. We see mounting evidence of a wage-price spiral. As we’ve 
recently noted, there are a few signs that supply-chain disruptions are easing as the 
pandemic abates. 
  
Either way, it’s clear for now that the Fed needs to get going on tightening monetary policy. 
We’ll take a stand on the likelihood that the 10-year US Treasury bond yield is heading 
higher, probably to 2.50%-3.00% later this year. The S&P 500 is likely to continue to move 
sideways in a volatile fashion. We continue to recommend overweighting the S&P 500 
Energy and Financial sectors as hedges against rising inflation and interest rates. We also 
recommend overweighting Information Technology as a bet on the eventual emergence of 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgQ73W1DX-GJ1Xw4LBW5p1pzG1Q2Gc4W6JpQzH3B-RXmW2McJ-B5hk0LLW4PPPbX5tkkpnW31sMG18lq46fW6pP42S70Kf70W5HlPgK1_w3qfW1Nym_y3bjmc2N57nbWGqKJ5WW8qKnCQ8-FL2qW7LnFmb5J_-Y5W21pXnP2XnD_QV-t0fq2k-XSwW5PmtCP2hDLFKTm49P7R6d9JW93qyRT50F35bW4_2y2J6xGsg3W2lmQzY2TKzmvW8lDfNh1zgyQZVdYf4s3wrzktW5DgRM36j7Qrx3gld1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgPf1V-pz-V5cQfLRW4zVX9p2nxgCtVLZXsn5rKpK1W2Jp1lM34wgJ2W3jMgjG8-5WPYW5W5mqr6wSVg7VHDQFg5y7FPGN5dXyHVzSDy_W1DnrKP77hv57W9jvklt725b7WW8pQ83C43DjbcW7pxPJ33t2CmCW4w1dTx7nNBvZW1nWzBK3JM8RhVtHSzn4BVkmzVv1WNr1vn5NGW5G5ZpF7Y1bK_V4w8gm7c3jqlW111zPH4MNbSJVX2W8s1tK3cVW923tVq8Hj-8gW3ssx8Q8Y_TqK36Db1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgSXbW72hL4x5pkgfQW542DGP4Znkw2N8J-N42H1X50W1ykM1r6fnSxTW8T3WRk1nqy8LW2L0qPQ8GSVrfW7PskN-1p0CDGW16NL5Q2bBtJ9W8plpPV8pVGKpW9fkpV36HypL1W3sPRHs2LrPVxW6NKxz-8wMffvW5gmTZ58F__6kW1vK3_372BwdcW8Vqwbv5WTBgJW8ZV3cc81VRQyN3HSWpXcL_GmW10DXyy4w5SdcW3RzNKd5qcDSlW8WT9xF1RJc0CW1N1Rb_8dQHvjW1Bc1Rq458jC63cmf1
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the Roaring 2020s out of the current Great Inflation 2.0. 
  
For now, let’s recall that the Great Inflation of the 1970s resulted from a combination of bad 
policymaking and bad luck. That sums up the past two years fairly well. (For more on the 
Great Inflation, see the excerpt from my book Fed Watching for Fun and Profit.) 
  
US Inflation II: Fed Prolonging the Inflationary Pain. The FOMC’s critical mistake was 
made in August 2020, when the committee prioritized its employment mandate over its 
inflation mandate. As a result, the Fed has fallen further behind the inflation curve than ever 
before. Its insistence on viewing last year’s rebound in inflation as transitory and the labor 
market as in need of ongoing monetary stimulus put it further behind the curve, which 
officials hoped would bend in their favor. So far, the inflation curve hasn’t bent in the Fed’s 
favor: 
  
(1) Fed officials certainly no longer can claim that inflationary expectations are “well 
anchored” given that they rose to 6.0% on a one-year basis and 4.0% on a three-year basis 
at the end of last year, according to a monthly survey conducted by the Federal Reserve 
Bank of New York (Fig. 13). 
  
(2) From January 2012—when the FOMC announced its 2.0% inflation target for the 
personal consumption expenditures deflator (PCED)—until the start of the pandemic in 
early 2020, the Fed consistently undershot its target (Fig. 14). Until mid-2020, the PCED 
inflation rate tracked a 1.3% annual acceleration path (Fig. 15). Perversely, the significant 
overshooting of inflation since last March finally has put the PCED inflation rate on track to 
achieve the Fed’s 2.0% target later this year, i.e., 10 years late. 
  
(3) The current raging debate is about the pace of the Fed’s rate hikes. I was interviewed on 
Bloomberg television on Thursday, February 10 at 7:30 a.m. I opined that the Fed should 
“just do it,” i.e., raise the federal funds rate by 50bps. At 8:30 a.m. that day, January’s 7.5% 
y/y increase in the CPI shocked the financial markets. Even more shocking, at 12:45 p.m., 
Federal Reserve Bank of St. Louis President James Bullard said he supports raising 
interest rates by a full percentage point by the start of July—including the first 50bps 
increase since 2000. He also said that balance-sheet runoff should start in Q2. 
 
Movie. “Nightmare Alley” (+) (link) is a 2021 remake of the 1947 classic film noir with 
Tyrone Power. This one stars Bradley Cooper and follows the rise and fall of Stanton 
Carlisle, a con man. Stan works in a seedy carnival and is attracted to the clairvoyant act 
performed by “Madame Zeena” and her alcoholic husband, Pete. Stan convinces a fellow 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KzN3q905V1-WJV7CgTMrW2vnltH4VkCVKW3XlDrr5j4xV1W4Bnpzk7W0s3nW2KfTNW9fBgm1W2-CgmR6RjlnZW5k90mM5-Qs3sW8c0zJl2fvShtW2kbhn17PgVv-W5vLTwG4yrgN9W49LdGJ6dZvsLW1njvZw8FxtbMW3ty3Bx6vZr5TV79C0L6KhKF5W1yHlQR65F8VCW8M2lfX5bq8WqW1KLMnQ5v7Kp-W30cxsB7jSJ-lN8b7ZrPPLsw9W3Br7k633JktNN13KFkD4qGrGW1fHJrZ8WYp56W97fYJr2qvGF3N64K7LTC9gBJMqmJP6y6V9l2yr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KyB5nKv5V3Zsc37CgLfXW5NwSbK6_BrxTW4HznKY6l_YGqW3tp7Cx7z6n0CW2RbNHV3Kh1gMW9c__Bp413QN_VM6jZ55HlglcW3y1hbp598d0XVsvc6s766NszW5r_3Fk7N4m2JW64Y_0M3p_ChzW1Mcmt82sm8zVMJdsxm2jTv8W2zv4m22HdD3kW6p7D3h2XPB_vW1Y2r6J3WcqjzVtnJyh8t7dwjD36hNQmYPwW2LDXDn981QsgW7t-NSM1G2jBGW6Dn0pc6SHd7JN5x4byJW0qjWW8jqt7k33snBXW662Z_r6sqYM2MqVxx3v4ysZW8pJx553-9YfQW1HhQsY7Wj5rRW8Qt9hH4KnHZLN3qKJvJxPBxtW1Qqz222C46VMW6FZ6Qm3-xLNBW2bvwnR3mJCj_W6prMpP51W9xJ31pT1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgYf3W9klp7V1y6N78W4wNYPr5wZnBWW1wbly_2sf4QZW8ThYQg5flYBZW3Z7bhF4LpksJW2fMBxH4Fp-g8VsRPx495gzDWVPpsg14WKN4GW5Q9MDz7X0JQjW7PhSVl40Vk8yN3zRMVxq_-0QW1Lmnrh4JCk0kW1r7x2m7ks9b7W87Pgrc1kpW6sW5H4xKQ1_85DbW61F60q4f9PqwW25rZKH4G6LN-W7F0qkV24V5-gW7JV6BZ2PY5CwW8rW0Fc2Rl7vxW4gsgd68g3CJWW7fYy6k6bLRSr38yh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgRyGW5w1kfP1yK8nLW6Rnyct4xkxtTW3wS9m164k5N8W915D461ssJz8W8y0krM5qffnPW6v9VZj5lL_zwW2t8KN_65sjprW98vYCT9c8ckYW2gGV3-6m1mxKF7LMB2ZvdR_W2gFs1j5gL9-MW8_6Bpt2pP2pXW4T9SBn1Gb01zW2GqSr08mqdfSW7KX0_G1zBXv2N8g2nJnj3Nq8W8CTS6G8QyY_2W3lds8c4qHj-wW445VVW2t26SkW6wzZz54FkTTWW97p3W29gTy4KVXy5Yn42NGG83fwH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgNdsW5WtYQF1bWVkbW2CcWQt6-GbMjW5vnrbT83gPY8W5k3m_S25cNS7W3PPjc461w5MSW3FBpKW55ykM-W6MZbyq2JqVTpW5xHr5q34KnBHW8MyGgW6KF8fXW5ldy5d8HYrn_W7bm_kH2VkqFPW5ZLhPq4N9mQ5W8vKxyt4hHLRtW5zMMgB5l9R4ZVHX_8r3vyllmW7y9Zb41h-d-TN1n9SJFz0ngfW47_Dtn3X4qSyW8-qxLX4zD7JbW7n6tQm9g9skWN506L-T6SJ0fW7Gsrm32MzJ9Q3kYl1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861KyB5nKv5V3Zsc37Cg-_qW4Kqqh61X5fdtW4Cm7-d81ShZmW8S0tb988cxnqW1J69NV98w6ZYW3zHhSg9gYKMrW3PVDpg4hVGx8W4xwlRM3N2ZWJVLXDzG3RP55TW7rWMRX35GbfQW6Rmmrb6tTX5dW6VkGDr8nMnlpW85yNpc4H-BXBN8WcvKx8vzcRW4RG0xD89-hsfMQ-RZvx__wDW379R6Z6hQhx9W81wxj-74QkRHW57TVd06HySVXW5hjxTq71ph5JW41yXdl7P8mmGV4KckX4BcY1WVpwV4K3G8gP5W8RGxdz983fF2W8mszKd4FvvLMW4lCrc47Y0nqmW2RmTYl5RKJ0LVXK2nW3S70SdW7Yr0Ct14L9c1W6TGSRg8YQQLDW27TStV27T7pZW4NSgW51LBXHJVygwtt97jQBH34XX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgHSJMRm-y1n0hNQW33Nc7s2GZh_LW8FsRBv5PtgZPW5N-q6z4vhYJRW2d2xbc32NRDNVpv4lS2pY6QwW3d67vK3zfGG_W2M5cCh3SPz90W7RHcd619gytLW1XpyPb1pw_NFW35-5BS4VFXMsW8JmfLN7CmjlzW9dQht42sY4S3N4lJTs6R0sPrW8nsM5s5z98fZW6Xv9Dl3wHXyfW6vRNV72wK9F0W3-9kPX3zd9y9VCY83s4bxDT1W3_DkYN76tTYbW8pcSVg60JBgzW7mQv353r1HB33cKF1
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performer, Molly, that he and she should take the act to night clubs. He seizes the 
opportunities for a couple of get-rich-quick schemes that don’t end well. The movie starts 
out slow but picks up along the way. Guillermo del Toro directed the film, which is very 
colorful even though it is still a film noir. 

 

Calendars 
  
US: Mon: Bullard. Tues: Headline & Core PPI 0.5%m/m/9.1%y/y & 0.5%m/m/7.9%y/y; 
Empire State Manufacturing Index 12.0; TIC Net Long-Term Transactions; Weekly Crude 
Oil Inventories. (Bloomberg estimates) 
  
Global: Mon: Eurozone Industrial Production 0.5%; Japan GDP 1.4%q/q/5.8%y/y; China 
FDI; Buba Monthly Report; RBA Meeting Minutes; Lagarde. Tues: Eurozone GDP 
0.3%q/q/4.6%y/y; Eurozone Employment Report; Eurozone Trade Balance; Eurozone ZEW 
Economic Sentiment; Germany ZEW Economic Sentiment 53.5; UK Claimant Count 
Change -36.2; Average Hourly Earnings Including & Excluding Bonus 3.9%/3.6% UK 
Unemployment Rate 4.1%; Spain CPI; China CPI & PPI 1.0% & 9.4% y/y. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 1.7% last week to 8.3% 
below its record high on December 27. The index ranked 45th of the 49 global stock 
markets we follow in a week when 39 of the 49 countries rose in US dollar terms and the 
AC World ex-US index gained 1.5%. None of the countries traded 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 EM Eastern Europe (2.1%) and EMEA (1.8). BRIC was the 
biggest underperformer, albeit with a gain of 0.9%, followed by EMU (1.0), EM Asia (1.1), 
and EAFE (1.4). Peru was the best-performing country last week, rising 11.8%, followed by 
Chile (10.2), Turkey (7.7), Mexico (5.8), and Greece (4.6). Among the 24 countries that 
underperformed the AC World ex-US MSCI last week, Portugal fared the worst, with a 
decline of 4.8%, followed by the Philippines (-2.0), India (-1.9), Sri Lanka (-1.8), and the US 
(-1.7). The US MSCI ranks 44/49 so far in 2022, with its 7.7% decline quite a bit steeper 
than the 1.2% drop for the AC World ex-US. EM Latin America is the best-performing 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgLRbW8g2c7y92DhCXW47gJTH1rNB5WW21lwtz4RCgvNW8DdG721Jp1-1VvtQs_8FWrQZW6Bbn5N2CnZGqW9lZQ-G7XGNG_W736y6q3JcbYtW1-F3wm1vlRMXW46R7xN4vs854W96KLD59cfbl-N8Kr3dnq3_JyN6GJWmdcBNJMW8x42nT94Nc-pW5nCP6R27b2vhW33FB2D5NLV-lVBb9bb5WtNyZN2YqW9wWcyW7W76cFjF3GhS7sW2jFvfh7vZFytW4179Tw36Lz8sW4qfrdX1gYGyf3jfX1
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region, with a gain of 11.9%, ahead of EMEA (2.7), BRIC (0.5), and EM Asia (-1.0). The 
laggards: EM Eastern Europe (-4.8), EMU (-3.3), and EAFE (-2.4). The best country 
performers so far in 2022: Peru (19.9), Brazil (17.6), Chile (17.0), Greece (14.5), and South 
Africa (11.6). The worst-performing countries: the Netherlands (-11.9), Denmark (-11.4), 
New Zealand (-9.6), Sweden (-9.5), and Portugal (-9.3). 

S&P 1500/500/400/600 Performance (link): Two of these three indexes rose last week. 
SmallCap was the biggest gainer with an increase of 1.4%, ahead of MidCap (0.9%) and 
LargeCap (-1.8). LargeCap is now 7.9% below its record high on January 3. MidCap ended 
the week 9.0% below its record high on November 16, and SmallCap improved to 11.2% 
below its November 8 record high. Twenty-one of the 33 sectors rose last week, down from 
24 rising a week earlier. MidCap Consumer Staples was the best performer for the week 
with a gain of 4.3%, followed by MidCap Energy (3.8%), SmallCap Health Care (3.5), 
SmallCap Materials (2.9), and MidCap Materials (2.7). LargeCap Communication Services 
was the biggest underperformer last week, with a decline of 3.9%, followed by LargeCap 
Tech (-2.9), LargeCap Real Estate (-2.8), LargeCap Utilities (-2.3), and LargeCap 
Consumer Discretionary (-2.3). In terms of 2022’s ytd performance, the index leadership 
changed during the week, but all three indexes still down ytd. MidCap’s 6.8% decline is less 
than those of SmallCap (-7.2) and LargeCap (-7.3). Just five of the 33 sectors are positive 
so far in 2022. Energy dominates the top performers: LargeCap Energy (26.5), SmallCap 
Energy (18.4), MidCap Energy (13.9), LargeCap Financials (2.5), and MidCap Financials 
(1.6). The biggest ytd laggards: LargeCap Real Estate (-12.4), LargeCap Communication 
Services (-12.3), SmallCap Tech (-12.2), LargeCap Consumer Discretionary (-11.6), and 
SmallCap Industrials (-11.4). 

S&P 500 Sectors and Industries Performance (link): Two of the 11 S&P 500 sectors rose 
last week and six outperformed the composite index’s 1.8% decline. That compares to a 
1.5% gain for the S&P 500 a week earlier, when eight sectors rose and only three 
outperformed the index. Energy was the top performer for a third straight week, with the 
latest gain of 1.8% ahead of Materials (1.1%), Financials (0.0), Industrials (-0.8), Consumer 
Staples (-0.9), and Health Care (-1.5). The worst performers: Communication Services (-
3.9), Tech (-2.9), Real Estate (-2.8), Utilities (-2.3), and Consumer Discretionary (-2.3). The 
S&P 500 is down 7.3% so far in 2022, with two sectors in positive territory and five ahead of 
the index. The best performers in 2022 to date: Energy (26.5), Financials (2.5), Consumer 
Staples (-2.5), Industrials (-6.1), and Utilities (-6.5). The ytd laggards: Real Estate (-12.4), 
Communication Services (-12.3), Consumer Discretionary (-11.6), Tech (-11.1), Health Care 
(-7.6), and Materials (-7.3). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgVvYW8Zg1Yl2lBk5tW4Zmx3h5TNr82W3QvQVz2cmxysW2ZZn-j7jtnCGW4zcYH48s2gwzW18rrN63rYnxwN63hYj3wrs1-W4B3ycH7PkBYQW1snKLY87MjvHW5_Qb238l8XjvW3zKncj5GWtxjW3qL57y8d4PwyW6ZB9Hx9lpgfNVRKYW63pDShTW6g_QJZ4Ls9vfV26swY2Js2sCW8N7Q6G15nr1pT6Rvn5N1mLcW1FVkmB91nmn9W5LtYKz7bT8fjW7pYfcT3wcvQ2N8Fc3PH4cNNM3lMh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgZXRN68dj3Vs7yCQN1DJhC66fynrW5t92L37cQt-dW7_vdCk145K1MW7FGfvD4bYJtjW7sSK8z8_Nwn2W1nQ5gw15fFm_W8kFLk11_SfRNW75zcPV7fkVzpVVDXPP8yT2s5W58l3pc8MjJ_xW3v8NlB5gt7wYN2NhsdC7w7HrW6_NmTl5dhyt7N8RtWQR5rSlSW6ZbdyX275stbW5V_Sgm5Xt3jTW76hQvT8W1CDBW4lkLSG5d1sgbW7MfKd53mk_v3Vy3W4c8fXXhMW9djjYh1ZBy1r34bl1
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S&P 500 Technical Indicators (link): The S&P 500 fell 1.8% 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 sixth week and was below its 200-dma for the third 
time in four weeks. It had been above its 200-dma for 81 straight weeks. The S&P 500’s 50-
dma moved lower for a fifth week, as the index dropped to 4.2% below its falling 50-dma 
from 2.6% below a week earlier and a 21-month low of 5.8% two weeks before that. That 
compares to a 27-week high of 4.9% in early November and its prior 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 moved 
below its 200-dma, weakening to 1.0% above its rising 200-dma from 1.0% above a week 
earlier. The latest reading matches its 20-month low of 1.0% in mid-January. That’s down 
sharply from 10.8% above 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): Just two of the 11 S&P 500 sectors traded 
above their 50-dmas last week. That’s down from three a week earlier as Consumer Staples 
fell below and left Energy and Financials as the only sectors above their 50-dmas. Four 
sectors now have a rising 50-dma, down from five a week earlier, as Utilities left the club 
still inhabited by Consumer Staples, Energy, Financials, and Health Care. Looking at the 
more stable longer-term 200-dmas, just four of the 11 sectors were above that measure, 
down from seven a week earlier and the lowest count since June 2020. The four sectors still 
above their 200-dmas: Consumer Staples, Energy, Financials, and Utilities. For perspective, 
back in April 2020, just one sector (Health Care) was trading above its 200-dma. Eight 
sectors have a rising 200-dma, down from nine a week earlier, as Materials turned down 
w/w and joined Communication Services and Industrials as the only members of the 
declining 200-dma club. 
  

 

US Economic Indicators 
  
Consumer Price Index (link): Inflation at the start of this year was the highest since 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgX1MW1KQx214C8FlpW1cQ4yh332B2wMsWks9tbGPMW5HGRZx32SgXDW6bHDvK45BHwQW91KdsM11qZC3W4_qWsh2xs14vW95202l5bDXS0W49Qqk75vKQ8YW74PhF51d4zrqN2_mVPjcHsB2VNn96b5vmJq7VC4QPb2bJ35HW7HQR3z4tX96LW6pR0964WZfdbW7NhKYm52vVRDW7jqbHz9hVq0sV7bDn21pKVQ_W6jPt046HlBL6V5pQfv5tLfxSW24W9fT5vr6T4W2Cc2b_6Hm0L13dQ_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgWHwVkW7TN4WRkYLW3b444k6pBwPdW2lmBkn5V-hjDW7DHFNH16cWk0W7LH6395t40B_V6nGmr5Yd06vN2-LF-vHZBhRW4gSpZz6hK-HsW1lBqvn7B-ylwMxGX01-MF37W2VJGs52fszPFW7BxGd539wXlTW20T09r1kPg3fW6T0zXz5PDLk0W2nDrtd32jZzHW2jWbtv7vc6yjW2qhp0Z4Sbk7-W2QyR508YhBkVN25FLtqQ_GXCN5rjCX7QfRG2W8CQCcp1SP34gVsCXJt92xpxh33rX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgRlcW7kBbYl4hjltZVqWPCr1Vr-kzVBmL6g7L5vxdW5jMr6T27tqmBW7tdvvd1hFHZdW5zHBYj7g5VrrW8dJ2r725bfXMW7Hv_ps7NghvfW364mgr2tvk5RW768L0W6j-sKzW7RfPfQ6-4C82W66qKDz3FcHR8W9g06pF25QjLQN8N1l5FyVwHdW1KmsnR6vl5v2VK9QhD8b7wDRW27_0h_60LkDDW5jgmjK70sGqCW67Nm5X4ClgRxW8s1d8q8dklxzW5gY6x51BPx8ZN3QFwYyhQzBy39Ml1
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February 1982, outpacing wage gains by nearly 2ppts. The CPI advanced 0.6% last month, 
matching December’s gain, pushing the yearly rate to 7.5%, which is 1.8ppts above the 
5.7% y/y gain in average hourly earnings for all employees that month. Core prices also 
rose 0.6%, in line with gains the prior three months, with the yearly rate accelerating 6.0%—
the highest since August 1982. Here’s a look at yearly rates across the spectrum: food 
(7.0% y/y) costs are accelerating at their fastest rate since August 1981, with the rate for 
food away from home (6.4) the highest since the start of 1982 and the rate for food at home 
(7.4) the highest since October 2008. Energy (27.0) costs eased a bit for the second month 
from November’s 33.3% y/y—which was the fastest pace since September 2005—with 
gasoline (to 40.0% from 58.1% y/y in November) and natural gas (23.9 from 25.1) rates 
slowing over the two-month period and electricity (10.7) costs accelerating at the highest 
pace since September 2006. Fuel oil prices accelerated 46.5% y/y after slowing from 59.3% 
in November (highest since July 2008) to 41.0% in December. The consumer durable 
goods (18.4) inflation rate accelerated to its highest rate since the early 1940s, while the 
consumer nondurable goods (9.8) rate slowed slightly from November’s 10.7%—which was 
the highest since summer 2008. The rate for furniture & bedding (17.0) climbed to its 
highest reading on record, while the rate for new vehicles (12.2) accelerated at its fastest 
pace since April 1975. Meanwhile, the rate for used cars & trucks (40.5) accelerated for the 
second month from November’s 31.4%, though remains below June 2021’s record rate of 
45.2%, while apparel (5.3) prices are fluctuating around recent highs. The yearly rate for 
medical care commodities (1.4) was positive for the third time since September 2020—
November 2021 being the first. Within services, owners’ equivalent (4.1) and tenant-
occupied (3.8) rents are accelerating—up from recent lows of 2.0% and 1.8%, 
respectively—while the rate for lodging away from home (20.5) eased from December’s 
record-high 23.9%. Meanwhile, the yearly rate for hospitals’ (3.6) services accelerated a bit 
after easing slightly the prior two months from 4.1% to 3.3%, while the physicians’ (2.6) 
services rate slowed from the 4.3% pace the prior two months. The yearly rate for airfares 
(4.9) moved further above zero in January after nosediving last year, from 24.6% in June to 
-3.7% by November, then recovering altitude in December (1.4). 

Consumer Sentiment Index (link): The Consumer Sentiment Index (CSI) in mid-February 
plunged to its lowest level in a decade, with February’s entire decline among households 
with annual incomes of $100,000 or more—with their sentiment down 16.1% m/m and 
27.5% y/y. The CSI dropped sharply in mid-February to 61.7 (lowest since October 2011), 
from 67.2 in January and 70.6 in December; it was at 88.3 last April. Both the present 
situation (to 68.5 from 74.2 in December) and expectations (57.4 from 68.3) components 
dropped sharply the first two months of 2022 to their lowest readings since August 2011 
and November 2011, respectively; they were at recent peaks of 97.2 and 83.5 during April 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXh4cb95Rn33W7BH4ST6bQ42hW861hN74FvrlyN861Kzt3q8_QV1-WJV7CgMDNW8Mn62L8LvQklW5XKHBX5TGnNQW1RS3m12jBP-8V348NK7r-L9CW3WTk3D8_bjyyW6Qnhdv5VFgFgW6hL0ln6pCWKpW1Cl7j_2-yPx5W3lzpG13Q9lkTW3Bdpr64dD793N4Zn1qglBZH5W46s36y3tlP9rW89qlDK80hMXFVQbjCP5l5bpJW1xmRpW5606X1Vz2GJj90R8dpW7H_7Yz7NDkQjW3KqZRW48KKmQW2y-jSX2Th1gNW2Ls1x128ml-qW5N4JKF7FCzqQVQPwwp5QrBg_26Q1


 

11 
 

and June of last year. The report notes that the recent declines have been driven by 
“weakening personal financial prospects, largely due to rising inflation, less confidence in 
the government’s economic policies, and the least favorable long term economic outlook in 
a decade.” The impact of higher inflation on personal finances was spontaneously cited by 
one-third of all respondents—with nearly half expecting declines in their real incomes in the 
year ahead. Meanwhile, poor government economic policies were cited by 51% of 
respondents—the highest since 2014—with Democrats and Independents both growing 
increasingly pessimistic.  
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