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YRI Weekly Webcast. 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. 
  
Predicting the Markets: Video Podcast. Join Dr. Ed’s “Predicting Inflation” webcast today 
(Tuesday, February 22) at 2:00 p.m. EST. Please register for it here and earn a one-hour 
CE credit. 
  
Consumer Spending: Born To Shop. As Debbie and I observed last week, rising inflation 
is depressing the Consumer Sentiment Index (CSI), while solid employment gains are 
boosting the Consumer Confidence Index (CCI). Over the years, we’ve observed that the 
CSI is more sensitive to inflation, while the CCI is more sensitive to employment. That’s why 
we like to average the two to derive our Consumer Optimism Index (COI) (Fig. 1 and Fig. 2). 
  
The COI rebounded smartly last year through June, but then it dipped as bad news on 
inflation had a negative impact on all consumers, while the good news on jobs impacted 
mostly the newly employed. January’s COI reading of 90.5 was still well below the 116.8 
registered during February 2020, just before the pandemic. 
  
We’ve previously observed that American consumers are born to shop. They do so when 
they are happy, and many do so even more when they are depressed, for the dopamine 
that shopping releases in their brains. It makes them feel good. When faced with rapidly 

 
Check out the accompanying chart collection. 
  
Executive Summary: Are consumers more depressed about inflation or more optimistic about 
employment? Our Consumer Optimism Index, which captures both trends, stands well below pre-
pandemic levels, suggesting the former. In fact, January’s strong retail sales may reflect inflation-
driven behavior, i.e., the inclination to buy in advance of price rises. … We also examine what’s 
happening behind the data for industrial production, inventories, transportation, construction, capital 
spending, and trade. … And: What’s the Fed’s take on the inflation problem? Officials have 
abandoned the term “transitory” but apparently not the hope. We have only one word for that: 
“delusional.” 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgGzlW8dKnlv4GcyDZW1mrJrG3H2LhHN7XGP793jVmxVxSj2N2HFtLbW7rjLmq5t1NdnW3Q0BXv3cnqxJW3fyYPB1pWPRLW8vnF1p8trHfZN1SLPt7lSdGMW8cnsGG3ty6N1W4hvmym7R1339W3YkmCP1L66S9N27DbNCfvmJmW4HzCm36VQn7zW6YvLNQ7Ny-6rW3yLc-z2nbmwzW83c4GY9jPB02W78844q37xvK9W5Dx_TJ6MBWxWW1Ml3Zs6krZ1lW83w2jc70ndcwW9gJFh-72Yf2T3lqZ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6spVcjl_ZV9V4KD7CgR9xW2ZhRYs3nvZzjW5WQN_c6xnKFbW2fTkSq25ZCGJW8Mb1wC3zR6K_W8pLF5T3Ykzv0W3c7TPf1G2FvgW8Bm0QT4p3nZYV6V_TT2zSZ1LN75DQdM8LCbZW5z4MDd5Zk6cLW5yGMHf7tcPHpW4YD8_4819Hl7W4LxZNs8Nrs5XW3qtrTC6_H0BvW27-sm74B41QDN4CL0rXslGZMW5_brJY8KV78VW2gwQ3M6R-53VW6G_49B4-VbpjW73FGcb8NtCxxW7XsLLh6d881FW1zlkt05BLpbxW4G_gsr2Xl3ztW7QK9JN2dYbS-W2_pmxB2pk5V6W1JZ-BJ198B1VN95vPqJ8PdnHW4Fmkng8Z13l3W1ynkkg9fKZVPW2Y5brY6DfllXW373pG14_6jbcW4XH8KH4z6vDdW6ykPxK9ky5CzVTn9Z24Xcw6nN64sFc5Zcm4ZW4C1tr_3t8k8gW2XPq3-7WLp9xW43CxDG7PvBDjW5hjd-K7wH2Y5W8LXNgc7VS00gV-rBZS6-6XCfN7KV0K5c9Dc0W5pZvYn9bj-1zW6xzqLy1JqTQDN9f53TTRnFSrW7YJrLg69qB_SVmDjJf4W82HsW71fYZZ4W6XnKW3ccRRX59SvX3W82Qw1Y4qmDqsW4QMNxJ6QDdygW7-sPcy1Bd8p5W5VvqC830ww_HW3nfqn97c-bssW68cZnf57lhZpW8q0VC27fP6_BVfgJZH6KlCDfW4bdlMb91T7PNW1dCBZs2fjMxgW3gkXVZ7cWkGMW6gbf5H7BKvB4W3W-Nxr7RlJdWW5jnVHn9gBwHkN2MCZsTRfk67W75z_458GM1mvVr2M876zJQDdW5cWRwD4sN3mmW7sxB1d100NRKW1spL2s2YNS2LW5S6pYf67MksfW4KdvY88Cqy9ZVHjmQ42HrdkbW8XLWNY3GzZC2W75Nhmy6vXMstW753XDQ6K9yvfW8zT3nv7TsdRKW4WGMhM4hKkjJW9g5yKK2Zs4x3W4L9RGx391xngW6wDGpY5F7FqWW5M1QWj6wpK1BW5YfdHr15z7hm3f9S1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgVpSW500NBB2kX38pN75XffBgHQRRW6sdLWj5hkmWLW9f_M3H4cqvwJW6cN4bY8G7X1jMdgxY61tytlN4SVlKPdCLQsW7Gm-0M4MfKxfW4q9Hdt5cNRf3W74b6bj4dT1hPW5fsh5n8NbwRhW2bFlGn4bbZPCN6h_n26j1jCnW7yZNhq5c6gpHMpVx_7_xJ3KW4SxxtG1dfhJ5W3g5K5M1MrbyGW8CSQb55Sqn9rW5mgV5N3xbyKnN8hdyymc1w_KN3fz94RqG1vqW9j9Hxb4C8zy53hRP1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgTQsW8t7JMN5cFwCNW7mpzhv7-dNxQW28L_xs5W91h9VmHw006NT2Q7N3tSwsJK0WV0W4_rH5Y5rh4DWW9ly1cp1LPvnqW2y_2dG5qwbJGV6tqhP4hnC1bW7HCG6z5TS8YrW1wLzqh8ZPK8XW2x_VBj7QWrVjW7BxtB44JDFXpW6lvqGg8l1HWgW50Fmnr4j4rfmW5n3rhn5VMdfLV3MQph8n_pJ-W5rXwBp2DZVCxW88qCqw1gZHvgW4Xt1dp8LpLZfW19lMb51z6zwJW7g2mwr5cgDds3nZ51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWdl-23k-sCnW8pjhYN74KcRtW6tdK5Q4FQqtVN9k7M9B3q8_QV1-WJV7CgTRkW2-56DB7NgR1fW2yf1hF8kv8D-N8PxLBFD_NB0W92xBH622P_sdW2Gc7Lr8qJ1kHW5DZYZV6H6tQ4W2ZR52d8qz_DmVbsywx5mMg2gW27bYV75YLcZzW79Rrsw53_J6nW5gHJjh1g-VjKW2wTRPy6PG-0dVvdrHp4JmrQmN7DJtDgPVqwDW6BbR4c4FFgb1W6wMJWN4B-lhkW1q_19M53-hlkW5GlFzF1ylW86W22HyKw8LN7mlVt8CC2834GHHW25MrKr4DQRgtW3qT5h37YwJz23dL11
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rising prices, consumers seem to reason that they’d better buy before prices go even 
higher. How else to explain the 4.4% m/m increase in January’s retail sales (excluding food 
services and drinking places)? Consider the following: 
  
(1) Adjusting for inflation. Some of the increase in retail sales simply reflected higher prices. 
Dividing this retail sales measure by the CPI for goods shows that real retail sales rose 
3.6% m/m during January, which is still a significant increase (Fig. 3). Then again, on a y/y 
basis, nominal retail sales were up 11.4% and real retail sales were down 0.9% (Fig. 4). 
  
(2) Homebound. The Omicron variant caused the number of people with positive test results 
to spike to a record high during the 10 days through January 14. That might have caused 
consumers to stay home more, depressing their purchases of services and leaving more 
money to spend on goods. Notably, nominal retail sales of food services and drinking 
places stalled over the past three months through January (Fig. 5). But there was plenty of 
demand to fix up and renovate our homes: Among January’s biggest increases were 
nominal housing-related retail sales (Fig. 6). 
  
Of course, there’s also lots of pent-up demand to buy motor vehicles and to splurge on 
services. 
  
Industrial Production: Areas of Strength & Weakness. The main reason why consumers 
have lots of pent-up demand for autos is that parts shortages have kept manufacturers from 
producing enough autos to meet demand. Domestic assemblies edged down to 9.4 million 
units (saar) during January, well below the post-lockdown peak of 11.8 million units during 
July 2020 (Fig. 7). 
  
Nevertheless, industrial production of consumer goods ticked up in January, thanks to 
computers, video, and audio equipment and to appliances, furniture, and carpeting (Fig. 8 
and Fig. 9). Industrial production of business equipment was flat in January, mostly because 
output of transit equipment has been flat lately (Fig. 10). On the other hand, output of 
information processing and industrial equipment remain on uptrends. 
  
Inventories: Retailers Need To Restock. On an inflation-adjusted basis, the latest 
available data through November show that retailers have the most depleted inventories, 
down 9.0% since January 2020, while the inventories of manufacturers are down 4.4% and 
for wholesalers are up 2.7% over the same period (Fig. 11). Not surprisingly, the inventories 
of auto dealers are among the most depleted in the retailing sector (Fig. 12). Restocking 
inventories is likely to be a source of economic growth this year. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgRcMW5ydS7766jGwqW7vYz1v5j9l4YW9hRy2n5bTXK6W1W0StZ7kK_tfW7ncHKw6TzgMdW6hwb0r89VqbHW9hJQ5R4v7lPfW7VN7k_5lmYVFW1TSTh72l7NhQV1RPwR5SGzF5W7khMHv6BV3svW81jwm46ZSfMPW3RxNwY4bbfg0W5kX-5B5GnrwjVmQ23Q5g2LM4VBj8mb4c9M0tVZDcP33yc8nJW6dKfKm23lqLfW5yCX1q8VJWdWN1blqr9fzpdtW1BB4h_4GtZn0W3-37Pr1CrL333cF51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgR9WW5Mzz8l8b_XzLW6FZHvc7C0l--W5nFNtF6SW3ncVxDz5T5xfD7vV4GrJj51v2Z3W6Tt2r05fcx3tV7hYVt6QxXm6W18v6Pf1sJFMwW1r8Z_T176QlnW6HLkTj58wVS6W3jnJPq8zQghVW4r5vyz84kdNjW3C_Z7k54nbXPVs5s9G7XcVP0W3zJ7nN72q6dYMnjgDMm9p6DW465Myv38JTW0MgmV8Wk7FQmW19PhBh4xvrDmW4_tR1v7Gl42FW1Y9zK38MhZBrW1yBy5n1vqqxX3kLY1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgXffW5PDbDs6Gp8SYW1ctZ8d3XKygHW1lVht-2S98VRN4tJC5b2pBdgW5QFCq_6mshz9N6nvjWMSKQb7W9b28Z017Nz5vW88ypk66s2W-6W4Gq_pN4kYbVrW5dxtzj41HsfpW4Ksfck9hWr36W94pRd473DBpSW1bqn379fQsn3W61D5k351jH9SN1WlxbTYfnlBVtbb7S30_LGKW2Ml5-Q6Zb4J5W4b2brN7DFLMTN2qGyG0Qc7NKW6PZgSh1bbSNkW5NwMP63PdmvMW9dGyTW3pj1Yc3l901
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgKQ5VPjY6K1TLX3VW4NgZjq2HJvPhN3tNgQ11rc7WW96lRMY8wKCNMW6tG_-N1Nt4XGW3XrCBm3GVccGW5vYSg7743TGRVChpsz6WcDskW4WmJSl7NFs-cN403pzg3179gW73h-f66BkLm8W4pFkyv2SJKKzW3xYc957KM_1hW927p0q1sDKGYW2D-dgR52FCHyW1ysxJh4MHmh7W78hN6f4p_SDwW6-NCcg2Sz0xfV55vsJ5pHX84N3kBn6GpG31sW3dsr1G4JK86qVB2_wv1_8B2S3gDC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgWXqW71rY3N63kbsWW7q8QVh1sjn_BW1ZCfZK6Nl9L7W2Pj50l5PmD55Vnl09113K9cfV5bgVQ4lhjC5W6G37j527rn_GW8xR7Gc1hk1pzW3qXXgR7w6RQNW2ZTVTS2JqkmYW48zvF45d5dqCW19Ldl28FhNNqW4Sq0111mQ7GBW5ZmWhX378vrrW48qYsP8P5vpCW5x5Z8x4XPpwQVZ_T307JL8hZW8tZLdf6LWP8MW59BdTK1V_-7VW4NzbqZ7Sz2dvW1D_M4z22FrkSW52mppt1-Xz8S3dsg1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgSCtW41ZPhv8xQPm4W7xcgct6GvR3xVRHTJ_5364PnW3t6l2357w6_RW3pGyvR7xBpjGW3KP18V24WfxxW5SVRHS83zqcZVnPKbX2fqh8xW8ztCxF75-DB_VxdKnV70QX_5W1Q89tJ11pSvJW84z-hG4kNBYJVrJqMK7PmqBfVRRhJX5MFvgcW1909bw61p-t4W7CnKXT75X25QVkxx9b6jWHTcW4HNBlt8LV_8gN3SWn0wr5zR0N1JQG-FJjfSTW3Js4cd4FT-sPW4-DSRh5RRNMl3n6_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgZDbN1t7wMJmTwQsW5_lwbX4gkW6rN4znBZFTgjQMW1nrxgM1p6yPbW5Qf33-759vnrW60k4R03WvydLV9zFH35GCgg-W7SRr3J7s5gngW3tdqbw387TJ5W8hJCqx5CF5GJW5MH9yt6QVWHYW3s_jHk1X0N7rW927gwP4T8mLhW64C8jj4LfRPWW2876g53XvQmKW4RRCv64Wd0TzVnD5Bd2238l9W1-YYmD7Zmbt4W13ncNR7tBThxW5CZJL87WdQ1JW5HlVfZ1KgwF-N10HCcG7pFCN3lV21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgYmXW1XV3s54YvBgPW49N_MV16qdHHW4lv-gZ6lK5BbW4svPvj29WdjlW4nktyV7_5j9RW2szTtY5XBwj4W1CVgQq3klK5MW95Qgqn64X9s1W8KrSpY7Jh2gnVQCVm-5JpXN0VvBdcb84v2bsW8_VW2m3P_Z8yW43R1bb5n3p_TW4qsxTz909WhQW2Fv--M71XVy4N37VKJRsq2dCW2FWZCs1W29-6W5ZLYRK6QCd8-W7Szqlw8TFSDbW5qtpWb3d8T38N6PFHTpXm2gkW1srZ6z1pv67f38Pd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgWNDW8_J6lM7wp3BJN8yKf0kkNgjkW5wSChW4cGwBjW3DKCWs6ZrWqYW2W9rBT1sX8NbW5b1vkc7mky4WW8sWCnz1-bScCW4H37dw1sDZ2FW1f1Ft63KKmV_N6ChyqTmrxW6W95Srf97sVz5mW6gnrh12RzkK_W6fGqKb1J6xVQW79lX013v2WSBN7gGDxmK5VgZW2GsW1C80T-DxVVtzG999Cj3kW5zLNtV3_F5D1W5KkhkK671Q6VW2sClqL8mrlQfW8r-0qY2jtcq2W3z2kvW3dbv8B3mzb1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgC2bVbcstl2J7FMkW9dvg-C3b4lxXW6B5tpc4P10tjW7sVk2M6lWMxZW4l0N9W2MTlmxW1-Tl9v3Qpv-RW2d4v0v1NBLX_W8j1gnz9gSvWhW44vCwF3r0Pr4W61qlmb9dtV92W2ZPcDQ4b2x-MW1t9yTs8ntg5sW8M5WCh68pKbdW3x8CNV6WSnR4W33hMh86NTP9yW4rtPXP4BJyzTW31MFw42RMcrJW4nnGh65fzxnJW7BxQSV4NYHhFW6yfcF85FBrdCVg7ldz7k84QwW7h7P5S5JyM9r33Hr1
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Transportation: Keep on Trucking. The latest data on the trucking industry belie the 
widespread notion that drivers are leaving the industry because of tough working conditions. 
The data confirm our view that the demand shock caused by excessively stimulative fiscal 
and monetary policies last year overwhelmed global supply chains. The resulting supply 
shock triggered the rapid increase in goods prices over the past year. All these 
developments clearly impacted the trucking industry. Consider the following: 
  
(1) Resilient tonnage. The ATA truck tonnage index peaked at a record high of 119.7 during 
2019. It fell sharply during the lockdown recession in early 2020 to 107.3 during April (Fig. 
13). Since the end of the lockdown, the index has been hovering roughly between 110 and 
115. It was 114.9 during December of last year, which is the latest available reading. Our 
takeaway is that it has been holding up very well notwithstanding the pandemic. 
  
(2) Record-high employment. While the ATA trucking index remains slightly below its pre-
pandemic high, payroll employment in the trucking industry rose to a record high of 1.55 
million during January (Fig. 14). It has been exceeding its pre-pandemic high since the end 
of 2021. 
  
(3) Soaring prices, but not wages. The PPI for truck transportation of freight soared 18.3% 
y/y during January. However, wages as measured by the industry’s average hourly earnings 
rose only 3.4% y/y during December (Fig. 15). 
  
(4) Recovering capital spending. Sales of medium- and heavy-weight trucks peaked at a 
record high of 570,000 units (saar) during April 2019 (Fig. 16). They plunged to 308,000 
units during May 2020. But they were back up to 525,000 units during January of this year. 
  
(5) Booming warehousing. Lots of the freight that trucks are hauling is going into and 
coming out of warehouses. Payroll employment in warehousing rose to a record high of 
1.73 million during January, up 427,900 over the past two years (Fig. 17). 
  
Construction: Inflationary Boom. Construction-put-in-place is up 9.0% y/y through 
December to a record high of $1.64 trillion (saar). Leading the way has been residential 
construction spending on new single-family homes, new multi-family homes, and home 
improvements (Fig. 18). The problem is that the final demand PPI for construction is up 
16.1% y/y through January (Fig. 19). 
  
Capital Spending: Driven by Labor Shortages. As we’ve previously noted, chronic labor 
shortages are forcing businesses to increase their spending on capital equipment and 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgJr3W5WGYTQ40yfT7W2JbBVl8fQNlvW36q2GR5zkyGYW1sNzPJ6KTvKhW4h-RTD1b9HMnN3ZXDXBrVpr6V5pmhH4FvbV_N29nGRkCZK8NW8fXJ4G1yGfSTVY2cGV5_T2qjW910fpw9gN6v7VLHN4H7zb1l4W7gdJ376kcLljW78gHw-4LhSWkW2mQhnj1nC6pSW4j5Ky85xcp-4W2jGLTl5lBJmTW297g0m8glTMJW8-Kpgv6dGwlfW34dKt27BHkJ6W8Q5SrQ28cV-wW8d2SXY9fdXsz3mJk1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgJr3W5WGYTQ40yfT7W2JbBVl8fQNlvW36q2GR5zkyGYW1sNzPJ6KTvKhW4h-RTD1b9HMnN3ZXDXBrVpr6V5pmhH4FvbV_N29nGRkCZK8NW8fXJ4G1yGfSTVY2cGV5_T2qjW910fpw9gN6v7VLHN4H7zb1l4W7gdJ376kcLljW78gHw-4LhSWkW2mQhnj1nC6pSW4j5Ky85xcp-4W2jGLTl5lBJmTW297g0m8glTMJW8-Kpgv6dGwlfW34dKt27BHkJ6W8Q5SrQ28cV-wW8d2SXY9fdXsz3mJk1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgYc5W26lDWk1FF0lKW4zmPgd52bYsYW2CTJQx91-3NyW4Lfd8W747XhzW2HYhSM1FCLyrW2Q3-K-71Sgj4W3KwJX21BNxdwW3YDGml74k1l4W2B7RPj1QRMzdW45z4hG833LSlW7cWpck6nkxNWW2q_BSg453fqcVn0byv2cP77ZW9j_PT52FmPrlW3T1WGw5Zj69rW1LF3ZH5cTB_0W8DRj7j1-t1_0W6tNnY236BX-WW4RgNMS7sQWJYW6vVTp27rycWKW7wDZhX91WnrlW1WbyS83FpzqF3hVd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgJ0XW229lRJ8Gv-G3W7fqgQj3zpL7nW4Gdh0b5g_s9BW4HJyky4SmQQ7W4Hz5K86q-Y4mW5YVGdF4RtQvLW2jl8Mr4NC-tTW7gdbb08sN4qbN8F_nQBn8lYpW93jdK98CC22RN3LQtbQpGXmFN2gwFpzLgHttW8K8Qs-7Y_2tNVJZ93x79bzXpW3FL6342TMXD7W8KCZW_7y75VzW7sP3JS8VlHp3N2Km9y6PDVcQW6rK37C1GPKYrW97JfBz2Pw2nVW9fPFl350nGt6W6YKKFQ7ydjNq3kCK1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgHVVW2fhVyB7mqTyqW3rSzFq7hx4Y8W1q7YT97tmw5FW1Cb8dp6zZ3nVW2JlV8-47JbVVW7KLyRZ6N-5yYW4pdBMK916lsRW1R2mFr7sjwXXW133-xn3LdP5rW99Xlcs3zzt61W2H3plq6jp5G8W18M_Lb3TMV54N3YT-7ccHyKWW82JXsM8WKDB2W8nxF_84X-jGBW5l_yHC5D1ZcwW4JCcS92SB5lxW3GfCMG1QPtrVW1FKnzQ6vpnMtW6pTgvb2BgQCsV1SXYl9lvTGPW2xQ47V7W5Ppy3dR01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgTWjVCp2bw1Qy_YVW8rTQ5H7G9kMjW681yHH9jjPj_W93KH_S6svSYbW2h7tbC4b48bcN4QgJ5VFZVX-W4Rz7RS5CJmV7VNt8rW5nQ_HmW4zPXjC8r_0czW484qg-6X_6LCN81MzlVNy3WBW5sCXQx66CmFZW1kp1XC8JX9bjW6Fyt6C1DLD_hN3f5Kb16m1NnW3P5-g591CnZzN4VZNnH5y4WBW1zlThW16Qqr_W34RgFd2xNfkSVG39bm1cCJjQW1rKFbS6YPS5JW29rWtK1CrS2f363D1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgMJwW5Rx2Vv7K1x1gW7PdxXh11N_s-W8nYgVF7hCY83W2C-bx67h-75nN95Qh8jB23mYW1Kr8hz7fkLJTW89mbVp8wxsWHVmFK8K2LDplSW7tNrXL4rQvJXW8bQ2tx4lyfzHW4TKL107PFnNhN4JW0BSzYV4GN5dJZQzmxMB0W2CQJ3b7BW--PW5cwD_q7f3hD2W4xn2DJ3flfD1W2dCzLC7Y4nMtM7jtfZjYBpLN7JZWLrGVM2jW6kpV5h4LBv_GW97v1Rq6MJfVWV34SDS6BNFvV32XS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgWYSW6BDBVM6DBVTmW3tcdd17SCrzHW3KDb-78ZBH-jW7Hdxrl8h8TrRW2XkmTZ39229yW9hf5Tj42FS55W8r42cz5-zv9TW5472QN6rnjccW7xGFxq5-Ppg7W2fcNB77b62m0N5C2xr21Zg5XW6Glc-M2Q2bq6W4ClqnW75dbClW5SjrTp4lK7mqW5ZC8dL8cXDbnW8PWCRl1RJGzKW8zjZYs9csV8nW6hzYgJ8FjY3MW5lpWvY3D4HqzW86XSNv97YM5ZN1xMdGZLZGhWVF56L61Gc0vv362G1
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technologies to boost the manual and mental productivity of the available labor force. 
Nondefense capital goods orders excluding aircraft has been rising in record territory since 
November 2020 and continued to do so through December 2021 with a 10.6% y/y gain (Fig. 
20). 
  
Most impressive has been the almost vertical ascent in new orders for industrial, 
metalworking, and material handling machinery since early 2021, and up 34.7% y/y through 
December. While some of that increase may be due to rising prices, we believe that it also 
reflects capital spending to boost productivity and to bring supply chains back to the US. 
  
Trade: More Incoming Shipping Containers. The demand shock caused by excessively 
stimulative fiscal and monetary policies in the US can certainly explain the 9.6% y/y jump in 
US inflation-adjusted imports through December to a record $3,179 billion (saar) (Fig. 21). 
All those cargo ships waiting to unload their shipping containers at the West Coast ports are 
a reflection of the demand shock that overwhelmed supply chains on a global basis. 
  
By the way, real US exports also rose to a record high of $1,845 billion during December. 
However, outbound containers fell to the lowest since September 2006. The demand shock 
widened the US real trade deficit to a record $1.33 trillion during December. 
  
The Fed: Deer in Inflation’s Headlights. The word “inflation” appears 73 times in the 
Minutes of the latest FOMC meeting, held from January 25-26. The Minutes suggest that 
most participants believe that “[s]upply and demand imbalances related to the pandemic 
and the reopening of the economy had continued to contribute to elevated levels of 
inflation.” In other words, they blame inflation on the pandemic and refuse to even consider 
the possibility that excessively stimulative fiscal and monetary policies triggered the demand 
shock that caused the supply shock. 
  
That explains why most Fed officials continue to favor a very gradual withdrawal of 
monetary accommodation rather than an abrupt tightening of monetary policy. While they 
no longer characterize inflation as “transitory,” they remain optimistic that inflation will abate 
in coming months: “Progress on vaccinations and an easing of supply constraints were 
expected to support continued gains in economic activity and employment as well as a 
reduction in inflation.” It all depends mostly on “the course of the virus.” Here’s more on the 
committee’s discussion about inflation: 
  
(1) Cost-push inflation and a wage-price spiral. The Minutes acknowledged that there are 
mounting signs of cost-push inflation and a wage-price spiral: “Nevertheless, several 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgGtTMqg0PxB-B8vW3VY4jz4tjpH0N8CctzLx1xz5N6mXmFLb0jZKW2JfYlb5RlRGGW35JJ5-2hmPkMF8Sf_lN-CZnVpPS1f6vw6mcW8VYHLw9ftTn4W2P2TdV4W_gXbW8WNxKG6sR4LpMx_w9lNFhJRW3cC3J54lkzVdW5n_FDZ1zx1m8W30s9f96660gdW4BRx555hw8S5W5zbXDR4hZvgQW8B1Tkj4GSf5vW83cd4X8m7-ZbW8MfjHC35Bg1HN15zs2xkN9p3W1dH9cL5hPdKj3j3q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgGtTMqg0PxB-B8vW3VY4jz4tjpH0N8CctzLx1xz5N6mXmFLb0jZKW2JfYlb5RlRGGW35JJ5-2hmPkMF8Sf_lN-CZnVpPS1f6vw6mcW8VYHLw9ftTn4W2P2TdV4W_gXbW8WNxKG6sR4LpMx_w9lNFhJRW3cC3J54lkzVdW5n_FDZ1zx1m8W30s9f96660gdW4BRx555hw8S5W5zbXDR4hZvgQW8B1Tkj4GSf5vW83cd4X8m7-ZbW8MfjHC35Bg1HN15zs2xkN9p3W1dH9cL5hPdKj3j3q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgJBfW1td3Wk5_sCCrW62FB_Z4lt8WpW3Kcz-D7Y5FdHW4S5-xF2YL_HyW5zqZy97jtVC8W23VchD8SCxQdW2NYLKb8Jvv4HW7BDVxz2T5W_rN8qCF4wQpGklW91ZC_W7_Kqc1VDsNJm2swG_2V27mwj5c7TPbW3JjqTP1P8L5SN8FWZpZjVZlkW5T07Lj5cZrpDTbfPf2bSPmLW6vzc0l5JfrG3W62G0M93MV1ZnW6bWBZp33_QhmVcJvwv10T4gXW7l_NfD727pj1W4dZvMD2p_b2439jh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sr33q90pV1-WJV7CgNycW1dP_k_15MYQ4W1H9jfF39sCqtW27k5gT1vVSf7W5x0r7c7y_czyW3xbWP57C0B3sN6YZP2ZKqZwNW2NlJT697ZKw0W8D7QhS1nJY59W1YM5Gz8mcswqW8-xm2C7cjgHnW7SwzJF3Ff623W78KmGD148BxwW5Cn75d2WLzmXW3w0Qsf85ldZQW9krYSP5_7xntW25s3Zh5CS6y6W1Nz3QL6MlZSQV6QZbq2PcCkZW6Yyz7z7KXLdhW7QPJSB33cT25W2zNyVL8HtSbsW89Dlx-8Rd7FLW8gb9xX5gjqLzW88nz7R5LZFsmW8JFnfn2FV7PKW5WxBbb57nSpd32nH1
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participants reported that their contacts expected the ongoing labor shortages and other 
supply constraints to persist well after the acute effects of the Omicron wave had waned. 
Participants’ contacts also reported continued widespread input cost pressures, which, amid 
generally robust demand, they reported having largely been able to pass on to their 
customers.” 
  
(2) Persistent inflation. Some participants suggested that inflationary pressures might 
persist even if the pandemic continues to abate: “However, some participants commented 
that elevated inflation had broadened beyond sectors most directly affected by those 
[pandemic-related] factors, bolstered in part by strong consumer demand. In addition, 
various participants cited other developments that had the potential to place additional 
upward pressure on inflation, including real wage growth in excess of productivity growth 
and increases in prices for housing services.” 
  
(3) ‘Transitory,’ the unspoken word. On November 30 last year, Fed Chair Jerome Powell 
told Senate lawmakers, “I think it’s probably a good time to retire that word [‘transitory’] and 
try to explain more clearly what we mean.” Indeed, the word doesn’t appear in the latest 
Minutes; yet the notion of transitory inflation still governs committee members’ thinking, as 
suggested by the following statement: “Participants generally expected inflation to moderate 
over the course of the year as supply and demand imbalances ease and monetary policy 
accommodation is removed.” 
  
(4) Anchors away. “Delusional” is the only word Melissa and I have to describe the following 
statement in the Minutes: “Some participants remarked that longer-term measures of 
inflation expectations appeared to remain well anchored, which would support a return of 
inflation over time to levels consistent with the Committee’s goals.” 
  
Movie. “Belfast” (+ +) (link) is based on the childhood experiences of Kenneth Branagh, 
who both wrote and directed the film. He grew up in Belfast during the 1960s, when the 
town was bitterly and often violently divided between Catholics and Protestants. 
Nevertheless, the plot focuses on the ability of children to be children despite the conflict 
around them and no matter how it distresses their parents and other older family members. 
The cast is superb, but the plot may be overly sentimental, mostly ignoring the dangerous 
social and religious divisions of the time. 
  

       
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgFVJW6Pkt4V3TSB6VW6h4nvV3THRQ5N4QpcCTjs1tWW3d08VL6lYlWHW7LKJg14VLDmPVDy5v22590jQW1y24kc1KvsvnW692LhY6tD_YpW3dJJ-H8yfBxhW3CzHNF34JrgJW4pnNfR6JH5J1W3sxQ6J18-DnZW10yZ0P5tyZ-MW79jjP06sdRpxVBwRM56lHDsyW6b4-1s6z0kf4W7ZfRVb2wL1Q4W92gtgf2C90h0N1n5dsDLX_btM6j9YFs9rPtW3SZNdN7R-yjjW3DlbN78gx1TL33031
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Calendars 
  
US: Tues: Consumer Confidence 109.8; M-PMI & NM-PMI Flash Estimates 56.0/53.0; 
Richmond Fed Manufacturing Index; S&P HPI Composite 20-City Index 
1.1%m/m/18.2%y/y. Wed: MBA Mortgage Applications; Weekly Crude Oil Inventories. 
(Bloomberg estimates) 
  
Global: Tues: Germany Ifo Business Climate Index, Current Assessment, and Business 
Expectations 96.5/96.6/96.5; Italy CPI; UK CBI Industrial Trends Orders 25; McCaul; 
Ramsden. Wed: Eurozone Headline & Core CPI 0.3%m/m/5.1%y/y & -0.8%m/m/2.3%y/y; 
Germany Gfk Consumer Climate -6.2; France Business Survey 112; UK Inflation Report 
Hearings; Tenreyro; Elderson. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 1.7% last week to 9.9% 
below its record high on December 27. The index ranked 27th of the 49 global stock 
markets we follow in a week when 11 of the 49 countries rose in US dollar terms and the 
AC World ex-US index dropped 1.6%. 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, albeit 
with a decline of 0.3%, followed by EM Asia (-0.7%), BRIC (-1.2), and EMEA (-1.3). EM 
Eastern Europe was the biggest underperformer, with a decline of 5.1%, followed by EMU (-
2.4) and EAFE (-1.9). Argentina was the best-performing country last week, rising 3.6%, 
followed by Thailand (2.6), the Philippines (2.3), and Malaysia (1.4). Among the 23 
countries that underperformed the AC World ex-US MSCI last week, Austria fared the 
worst, with a decline of 6.8%, followed by Hungary (-6.4), Sweden (-5.6), and Russia (-5.5). 
The US MSCI ranks 42/49 so far in 2022, with its 9.3% decline quite a bit steeper than the 
2.9% drop for the AC World ex-US. EM Latin America is the best-performing region, with a 
gain of 11.6%, ahead of EMEA (1.4), BRIC (-0.8), and EM Asia (-1.7). The laggards: EM 
Eastern Europe (-9.6), EMU (-5.6), and EAFE (-4.3). The best country performers so far in 
2022: Peru (21.1), Brazil (17.9), Chile (16.3), South Africa (12.8), and Greece (12.1). The 
worst-performing countries: Sweden (-14.6), the Netherlands (-14.0), Denmark (-13.3), 
Russia (-12.2), New Zealand (-9.7), and Israel (-9.7). 

S&P 1500/500/400/600 Performance (link): All three of these indexes fell last week. 
SmallCap was the smallest decliner with a drop of 0.3%, ahead of MidCap (-0.6%) and 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgSWLW3yrFGs4tlxfRW3NTLCH4XB0HFW45-MLq230ylRW8fqYgm403BlJW3jntFX2481npW9fNTRB5T-92kW751MnD2pJh91W5bmx8B9jCQg3W4k0nKy6gqvD9W1vzzQ79jMsHcW2SKjsk8pptPfW4Z3LCl5fwLGLW5L-5Pn1MRPBhN7j3v7_nscxJW5sg1Y-18D63hW2hLQ3P5lbX8BN16Qn-JtNxxfW27qtwg2mB6mnN4wPc9MNz_74W2cQw143yNXPDW4Fg5qd3L3wxjW69-Zqg5cgTGM37F11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgzGrW71Fft85mgrTJW4tb20471W7WyW8LXvgh4f4h-vW2Z9X762_yH77N1NBcz6j-zrkW1tjcMW7QzYlXN5Y5grYZ4LgKW5FWgQ-5_rXTwW9fMw6M7YdCnJN6sH9z_lV4K1W4tBLwL766JptW46Tmv21rXLBtW20yJtp8B3t0zN2PWVhLC2bggW5471CV2BCZkXW756Q597ZGKYbN4C1XpTkpQKQW2LNbK92ZScmxW85drTZ8cwTvDW1PLQmx7PLVQ0W7HDL4W1D86PJW1pJ_JT877w9m368w1
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LargeCap (-1.6). LargeCap is now 9.3% below its record high on January 3. MidCap ended 
the week 9.6% below its record high on November 16, and SmallCap slipped to 11.5% 
below its November 8 record high. Twelve of the 33 sectors rose last week, down from 21 
rising a week earlier. MidCap Materials was the best performer for the week, with a gain of 
2.9%, followed by SmallCap Industrials (2.4%), SmallCap Materials (1.1), LargeCap 
Consumer Staples (1.1), and SmallCap Real Estate (0.8). MidCap Energy and MidCap 
Health Care were the biggest underperformers last week, with declines of 4.4%, followed by 
SmallCap Health Care (-4.0), SmallCap Energy (-3.9), and LargeCap Energy (-3.7). In 
terms of 2022’s ytd performance, all three indexes are down. MidCap and SmallCap are 
both down 7.4%, less than the 8.8% decline for LargeCap. Just five of the 33 sectors are 
positive so far in 2022. Energy dominates the top performers: LargeCap Energy (21.8), 
SmallCap Energy (13.8), MidCap Energy (8.8), MidCap Financials (0.7), and LargeCap 
Financials (0.2). The biggest ytd laggards: SmallCap Health Care (-14.7), MidCap Health 
Care (-14.5), LargeCap Communication Services (-14.5), LargeCap Real Estate (-13.9), 
and LargeCap Tech (-12.6). 

S&P 500 Sectors and Industries Performance (link): Just one of the 11 S&P 500 sectors 
rose last week, and five outperformed the composite index’s 1.6% decline. That compares 
to a 1.8% decline for the S&P 500 a week earlier, when two sectors rose and six 
outperformed the index. Consumer Staples was the top performer, with a gain of 1.1%, 
ahead of Materials (-0.3%), Consumer Discretionary (-0.4), Industrials (-1.2), and Utilities (-
1.4). The worst performers: Energy (-3.7), Communication Services (-2.5), Financials (-2.3), 
Health Care (-2.2), Real Estate (-1.8), and Tech (-1.7). The S&P 500 is down 8.8% so far in 
2022, with two sectors in positive territory and six ahead of the index. The best performers 
in 2022 to date: Energy (21.8), Financials (0.2), Consumer Staples (-1.4), Industrials (-7.2), 
Materials (-7.6), and Utilities (-7.8). The ytd laggards: Communication Services (-14.5), Real 
Estate (-13.9), Tech (-12.6), Consumer Discretionary (-12.0), and Health Care (-9.7). 

S&P 500 Technical Indicators (link): The S&P 500 fell 1.6% 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 seventh week and was below its 200-dma for the 
fourth time in five weeks. It previously had been above its 200-dma for 81 straight weeks. 
The S&P 500’s 50-dma moved lower last week for a sixth week, as the index dropped to 
5.2% below its falling 50-dma from 4.2% below a week earlier. It remains above its 21-
month low of 6.8% below in late January, however. The latest reading compares to a 27-
week high of 4.9% above in early November and its prior 11-month low of 2.0% below in 
early October. (More historical context: Before dropping below its 50-dma seven weeks ago, 
the index had been mostly trading above its 50-dma since late April 2020; in June 2020, it 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgGrBW1n4mkK554TLwW8QYjXJ411CkQVZS8b61CJZksW6Drz4f1ddDm2VZtRC95szG8GW8z0Myl1-nJHxW2TVyqG5gpTkHW26t5MK4gnN2kW4m300z4Tgw6gVszs3D3jmpXDW58l66J2sVd6tW7_Cqtv3g67xGN6Qh74-yTqWRW8HvttK56hfTWVpgTD78P_X-TW2KrXYd7GC4xwN3J1z8jtY7FbW6vN9Xg5d4QQ-W9ds2h-7MGV3gW2s-S-r72hzGPN1CXFdBpwtLfW8mkyRZ64vCrq311F1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgN8cW9gb62Z1XwfQPV8ksKB4_N8TbW7yJwdp7qFjV1W5QFndv2Vnp4XW8VYDc-2mhDM3W4WKs4H6ld0xFW1RPkyh5CLxwdW6CMpRV5Rvyh4VC-2297Sy1-tW9gcV-P585yH3W61HTVC2KszT4W1GM_2q79wKZTN51bPLqwHbH9N2840BTmYhhFW4n6C6Q734Z1fVBvyBj13xXNPW18qbX32H3VcZW1SqDPt8yCyx8N7yDn1Xr7-PHVYwY1r2wHBxgW22SVx32_nWcYW8glX954hwyXc33ln1
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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 also slipped further below its 200-
dma last week, weakening to a 21-month low of 2.7% below its rising 200-dma from 1.0% 
below a week earlier. That’s down sharply from 10.8% above in early November. (For more 
perspective: The index traded as high as 17.0% above its 200-dma in December 2020, 
which was the highest since November 2009, and as low as 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, unchanged from a week earlier, as Financials moved below 
and Consumer Staples moved back above to join Energy and Financials as the only sectors 
above their 50-dmas. Three sectors now have a rising 50-dma, down from four a week 
earlier, as Health Care left the club still inhabited by Consumer Staples, Energy, and 
Financials. Looking at the more stable longer-term 200-dmas, just three of the 11 sectors 
were above that measure, down from four a week earlier and matching the lowest count 
since June 2020. Utilities dropped below in the latest week, leaving these three sectors still 
above their 200-dmas: Consumer Staples, Energy, and Financials. For perspective, back in 
April 2020, just one sector (Health Care) was trading above its 200-dma. Eight sectors have 
a rising 200-dma, unchanged from a week earlier. Communication Services, Industrials, and 
Materials are the only members of the declining 200-dma club. 

 

US Economic Indicators 
  
Leading Indicators (link): “The U.S. LEI posted a small decline in January, as the Omicron 
wave, rising prices, and supply chain disruptions took their toll," said Ataman Ozyildirim, 
senior director of economic research at the Conference Board. Leading indicators edged 
down 0.3% in January after ending 2021 at a new record high. January’s shortfall was only 
its second decline since April 2020 and the first since February 2021. Six of the 10 
components of the LEI rose in January, while four fell. Jobless claims (-0.31ppt) was the 
biggest negative contributor, followed by consumer expectations (-0.14), the S&P 500 (-
0.09), and the average workweek (-0.06)—with the latter a drag on the LEI for the third time 
in four months. The biggest positive contribution came from the interest rate spread (+0.21), 
followed by the ISM new orders diffusion index (+0.05) and the leading credit index (+0.03); 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgXVwW29fmP16KlBYwW1ct7rP3HyJMVVCGrjq4-bNBqW683GTm3RY87mW3dX_Wm5rKxrtW4GTQR381lSRRW35RPJq6NDdKLW3C54yv1pnV_bW6YVMb47Ss__vW3vztN591YHZfW6wsvhQ7ls000W6l4Hz16P1yBsVvXnM26_MC-bVP5sfx8g9LkQW2j1J6z3ZB_9DW9kC3K_2S505RW1xf_bq30Zh-KVkx8-V8pQrwFW4MwmPk8k76lPW4M-czV8Jb9y_W308RSH7g7CSmW5gRkzC4LBmCj3ndd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgXwcW4yWBDx8bz8pqW3m8V8C4wNsLfN795twbsKd5BW20wMTv1PHSycW6GbrNQ68mcC3W30pSr47nRcwKW4x7tjd7lgD53W2YLfPH91sxH2W8f6PB-5RLzp0W8gBMLy91rfTFW3-wN-K6v8TwlW3M8W892XdMPSW6qJwz58gh4T3W49rmjc26g0tfW1MFld71DKJcJW2YYwQP4mRXdHVRzxY51zv4ClW9jg-LM6svgpLW3l2R2L8DMs9_W4Wt-9812bjx0W1BTd5L7r3hp_W7BR1Hp7NTSKW35jH1
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real consumer goods orders, real core capital goods orders, and building permits 
contributed from 0.01ppt to 0.02ppt. According to the report, “Despite this month’s decline 
and a deceleration in the LEI’s six-month growth rate, widespread strengths among the 
leading indicators still point to continued, albeit slower, economic growth into the spring. 
However, labor shortages, inflation, and the potential of new COVID-19 variants pose risks 
to growth in the near term.” The Conference Board expects GDP for the current quarter to 
slow from Q4-2021’s robust 6.9% (saar), projecting growth to expand 3.5% y/y in 2022—
well above the pre-pandemic growth rate, which averaged around 2%. 

Coincident Indicators (link): The Coincident Economic Index (CEI) climbed to yet another 
record high in January, climbing for the fourth successive month, by 0.5% m/m and 1.4% 
over the period, after showing no growth during August and September. Here’s a look at 
how the four components performed in January: 1) Industrial production (+0.27ppt) was the 
biggest contributor to the CEI, jumping 1.4% in January—boosted by a record weather-
related surge in utilities output (9.9%) during the month—while manufacturing output (0.2) 
continued to be restrained by a shortage of computer chips. 2) Payroll employment (0.10) in 
January blew past forecasts—and there were huge upward revisions to prior months’ data. 
Total payroll employment soared 467,0000—nearly quadruple the expected 125,000 gain—
while the December and November levels both were revised considerably higher for a net 
gain of 718,000! Total payroll employment has recovered 19.1 million jobs since bottoming 
last April, though is still 2.9 million below its pre-pandemic level. 3) Real personal income 
less transfer payments (+0.07) increased in January by 0.2% after stalling the last two 
months of 2021; it is up 9.9% since bottoming in April 2020 to a new record high. 4) Real 
manufacturing & trade sales (+0.04) advanced for the fourth time in five months, up 0.3% in 
January and 1.1% over the period. It’s within 1.1% of March 2021’s record high.  

Regional M-PMIs (link): Two Fed districts (New York and Philadelphia) have reported on 
manufacturing activity for February and show the manufacturing sector slowed for the third 
month. The composite index (to 9.6 from 11.3) slumped to a 14-month low in February and 
was roughly one-third November’s pace. New York’s composite index (to 3.1 from -0.7) 
shows the region was at a near standstill in February, after contracting slightly in January, 
while growth in the Philadelphia (16.0 from 23.2) region lost steam, though remained at a 
respectable level. The new orders (7.8 from 6.5) measure remained weak, considerably 
below its recent high of 38.1 in November. Growth in the New York (1.4 from -5.0) region 
remained very weak this month, while new orders growth in the Philadelphia (14.2 from 
17.9) area slowed a bit this month—though was considerably below November’s 47.4. Jobs 
(27.7 from 21.1) growth remained at a relatively healthy rate in February, with growth 
picking up in both the Philadelphia (32.2 from 26.1) and New York (23.1 from 16.1) 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgBL-W2QpRPg7h0kSXW6GVzP23_mw2WVLlMRr5-N3NTW5-yQBY8WX4rbW8yNkGQ58XZr-W5PqHq01CjXpbN3fRdJ7zLPrVW7JG8ct2xlL5cW2Q_SXG4sfbvWW15BhzZ8rWYN9W1yLsB66C-R47W3N80fg5Y18hhW8y-Qkp842pyxW6xHpPy3lfnqMW8yhL7y2dCh0PW3kZPln7h4RF0W2rxlfD5-LDhxN5Bg9J_PVh3MW1Zbzjl1_CyGsW2l9xPV6YfwBMW4RYVTt2P2Rb5W6lTH7c536Nht3gl51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqN3q905V1-WJV7CgGPMN2NJ-0JQCKHzW8MFcvS6bjNSQW4GJXQg27cs1QW52szfr5gqmrfN931wfZlDFZWW8z6N4Z4Fr_xfW6TQCpg3z-x-PW85xfYz8MDHV_N6MxdxmccrjPN8fl0fV-wJdwW5-zKt01cKLCnW83bDNZ94GThkW7yvC5y7hm5_cW6LcSVt3Z6ztzW903nVr67nCSLVcWgVc7lqnD8W7B7BzB4CPFCQW95brT92MLP1tW3dd6ps6q4PFVW8TmvjZ8DZKRpW1nF9b36ZSQNZN2WMVLQpTnT_W2vlpkQ43qzgQW1zyW2W4vz4c23m4y1
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regions—with Philly’s back near its record high of 33.9 in December. Turning to prices, the 
prices-paid measure in the New York region eased for the second month, from 83.0 in 
November to 76.7 by January, while Philadelphia’s gauge accelerated to 72.5 this month 
after slowing from 80.0 to 66.1 last month. New York’s prices-paid measure eased slightly 
for a third month from 83.0 in November to 76.6 this month—just south of May’s record-high 
83.5—while Philadelphia’s eased to 69.3 in February from last June’s cyclical high of 80.7. 
New York’s (54.1 from 37.1) prices-received index shot up to a new record high in February, 
while Philadelphia’s was little changed at 49.8, down from November’s 62.9—which was 
close to its record high of 63.8 in the mid-1970s.  

Housing Starts & Building Permits (link): Unseasonably cold weather and supply-chain 
issues pushed housing starts lower in January, but single-family permits surged. Housing 
starts plunged 4.1% last month to 1.638mu (saar), following a three-month surge of 
10.2%—with 9.7% of the gain occurring in November. Single-family starts sank 5.6% in 
January to 1.116mu (saar), while volatile multi-family starts dipped 0.8% to 522,000 units 
(saar) after a 9.4% spurt at the end of last year to a 22-month high of 526,000 units. 
Meanwhile, building permits climbed for the fourth successive month by 0.7% m/m and 
19.7% over the period to 1.889mu (saar)—the highest level since spring 2006. Over the 
comparable periods, single-family building permits surged 6.8% and 15.8%, respectively, to 
a 12-month high of 1.205mu (saar). In the meantime, multi-family permits sank 8.3% to 
694,000 units (saar) in January, after skyrocketing 38.9% during the three months through 
December to 757,000 units—which was the highest level since January 1990. NAHB’s 
February Housing Market Index (HMI) shows builders’ confidence deteriorated for the 
second consecutive month as “delivery delays are raising construction costs and pricing 
prospective buyers out of the market,” according Jerry Konter, NAHB’s chairman. 
(Construction costs are up 21% y/y.) While homebuilder optimism is weakening, it still 
remains at high levels. The HMI dipped for the second month to 82 in February, after 
climbing steadily from 75 last August to 84 by the end of 2021. It was at a record high of 90 
during November 2020. Two of the three components of the HMI moved lower again this 
month—traffic of prospective buyers (to 65 from 69) and future sales (80 from 82)—while 
the measure for current sales (90 from 89) ticked up. They were at record highs of 77, 89, 
and 96, respectively, during November 2020.  

Existing Home Sales (link): “Buyers were likely anticipating further rate increases and 
locking-in at the low rates, and investors added to overall demand with all cash offers,” said 
Lawrence Yun, NAR’s chief economist. “Consequently, housing prices continue to move 
solidly higher.” The rebound in sales pushed inventory down to new record lows. Existing 
home sales rebounded 6.7% in January to a 12-month high of 6.50mu (saar), after 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgGsPW9dlT8L30c1FqW83lDRV3fG4tzW3c2dwS59g7ynW59NfQj5-mT3mW57Mvw46cbx7DW4tJ_t31XFHdZW7zTYKZ4GjF17W2chR-84P3J2fW5SDnXh4q1fP0W6L-89W3r617-W26tvBJ4hH4-gW2jv2Sx79LQg8W8_4DPy10xZBcW4Xl2m95FWtlTW8dpCcH7zGMzpW6MclNr2PJNLlW5M-G5M8f1bX4W5cZ27t8fDTpXW4Z8GdT71TQHFN8llWtGMwvnPW5VfdbS4PMHnCN8_xMZ-HF9GB3gss1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWzfJd5SqYrzW8h02QX7pR-KHW5q0Twr4FQtbGN1c6sqt3q8_QV1-WJV7CgRKCN1t2WQszTcBrW2jRfLW19YSNlW8W-Kcq6sJY1VW6mtpjv10YsfyW8mCZsg1JmGxCW3MnQDs7bqlQXW7h8C4S3mvl4lW1tdHqL4h58KbW7PQ7K32zPpPzW45-k7J2TsD-YN8GyVRL8Dg0lV2G19c22xKTZW8yzDFW6lqnNdW369mhV1z_0ppW97bdWk1sTwZFW6nY2jp5_rFx1W3kb_zc3t0pFBW3b4zwZ3JxC23W7YKfTN8QgNZYVzR_9p765SrsW6_zMQp13mqckW5H3p4s4BcGwP3jcV1
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retreating 3.8% during December. Single-family sales bounced back 6.5%, from 
December’s 3.9% decline, to 5.76mu (saar), while multi-family sales jumped 8.8% to 
740,000 units (saar) after falling two of the prior three months by 2.9%. In all four regions, 
total sales rose in January versus December levels; however, measured against year-ago 
levels, sales fell in the Northeast and West and were flat in the South and Midwest: South 
(+9.3%m/m & 0.3%y/y), Northeast (+6.8 & -8.2), Midwest (+4.1 & 0.0), and West (+4.1 & -
6.6). Total inventory was at a record low 840,000 units during January, down 16.5% y/y. 
The median existing home price accelerated for the third month to 15.4% y/y in January, 
after slowing steadily from its recent peak of 23.6% last May to 12.6% by October.  
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