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Geopolitics I: A New Cold War. The Cold War is back, as I discuss in the next section. 
Relations between both Russia and China, on the one hand, and the West, on the other 
hand, have been getting frostier in recent years. Relations just turned ice cold between 
Russia and the West. Cold War I ended during November 1989, when the Berlin Wall was 
toppled. A 1992 book by Francis Fukuyama titled The End of History and the Last Man 
argued that Western liberal democracy had vanquished totalitarianism. History isn’t over, 
and neither is the inherent conflict between democracy and autocracy. 
  
Geopolitical crises have tended to be buying opportunities for stock investors in recent 
years. We’ve counted 73 panic attacks that included a smattering of geopolitical crises 
since the start of the current bull market in 2009. We are counting the latest selloff since 
February 18 as Panic Attack #74 and attribute it mostly to the Ukraine crisis. The previous 
one started on January 5 and was attributable to another Fed taper tantrum. These back-to-
back panic attacks have caused the S&P 500 to drop 10.3% since its record high on 
January 3, qualifying the downdraft as a correction. 
  
The question is: Could it turn into a bear market, signaling a recession? It could if the crisis 
leads to much higher oil and gas prices in the US, Europe, and the rest of the world. Of 
course, it’s hard to assess the likelihood of that scenario. It’s less hard to conclude that, for 
the near term, the stock market may continue to trade sideways in a volatile fashion. 
  
Geopolitics II: Putin’s Counter-Revolution. On Monday, Russian President Vladimir Putin 
created Donetsk People’s Republic and the Luhansk People’s Republic. He did so by 

 
Check out the accompanying chart collection. 
  
Executive Summary: The Ukraine crisis has triggered the stock market’s 74th panic attack of this bull 
market, by our count. Coming on the heels of the 73rd panic attack, the two together qualify as a 
correction. Could it become a bear market? Perhaps if much higher oil and gas prices result from the 
crisis, but that’s hard to conclude. What we do expect over the near term is more of the same 
sideways trading with volatile swings. Notably, however, geopolitical crises have often been buying 
opportunities for stock investors. … And while valuations have been deflating lately, fundamentals—
revenues, earnings, and profit margins—have been inflating dramatically. … Also: What members of 
the “Federal Open Mouth Committee” have been saying about the course of monetary policy. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7CgVM4W3RDmfN4JjnmgW2ZWr1s7L5YjNW6dDd8413TvvyW64gvvs7P6QCJW8_QR435w_2jbW6xT0Tk3bt09-W811SXb3n7cpYW4ZJjmP4XgxS6W1x7cZZ8V3XSSW2qzX9v6DLm8nW1WP6dD4Vh2R0W2Prstt7XZqH0W3h1xjt1s72FkVKG9zP5N3-17VCXyzK1bBwDcV_xJh22cbs-6McnVvzdx6D9W6W52968tG2glW1Y_mJ82J6WhZVr0TRl4y99CNW3WqTCZ3x8gCpW710thb2JcmVzW590DF27rcq-ZW5Yg1lt5S4dv13l3h1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7CgJz_N717h2XmVMn4W4nsZ3x5m-pbcW3Pmvv71qd0F8W3qJqlm3wdxgRW5LH1Ck1YpRlJW18xSpK5PzlBGW2pV2kS4PskyxW2VK5s598BfYFW5R_lT94rcH8pW8ZzlXN8DhGctW69_wJN2dtttbW4LMY6J4F_WqcW1Dc4pn2scm6bW88cVkq8cp2_BN2l7jTQxKbV6N7-j_WzWlSFXW41qwb86lm-hnW8Sgsb77xjLBqV9QXHR7tyC3dW51qdrW2ZHzh-VTmXly2TBk-kN4d98Gf3GshnW3Y3Rqp4X24TmW8fwCzC8qbWBV33jf1
https://www.yardeni.com/pub/cc_20220223.pdf
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decree, carving them out of eastern Ukraine. The decree was signed by two Russia-backed 
separatist leaders from those new republics. Putin hasn’t invaded Ukraine yet, but his army 
is moving into his new republics. He will probably wait to see how the West responds before 
deciding when (not whether) to invade the rest of Ukraine. 
  
In a lengthy televised speech on Monday, looking visibly emotional, Putin described Ukraine 
as an integral part of Russia’s history, calling eastern Ukraine ancient Russian lands. He 
said he was confident the Russian people would support his decision. He characterized the 
West’s threats of sanctions as “blackmail,” claiming that the West’s goal is “to restrain the 
development of Russia.” 
  
Putin’s speech reiterated many of the points he made in a July 12, 2021 article posted by 
the Kremlin titled “On the Historical Unity of Russians and Ukrainians.” The Ukrainians 
should have filed for a restraining order, because the article strongly suggested that Putin is 
willing to kill and injure lots of Ukrainians to force them to unite with Russia. 
  
Putin’s aim seems to be to reestablish 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.” He also wants to undo Ukraine’s Orange 
Revolution. In late 2004, peaceful protests prevented Kremlin-backed candidate Viktor 
Yanukovych from stealing the Ukrainian presidency, allowing for the election of his reformist 
rival, Viktor Yushchenko. Six years later, infighting among the reformists paved the way for 
Yanukovych to mount an unlikely comeback and win the 2010 presidential election. 
  
Nevertheless, according to a November 22, 2020 Atlantic Council article by Peter 
Dickinson, “The Orange Revolution also had a profound effect on the way Ukrainians 
perceived themselves and their national identity. For the first thirteen years of 
independence, the political, cultural, social, and economic boundaries between Ukraine and 
Russia had remained blurred. Most people on both sides of the border continued to regard 
the fates of the two notionally separate countries as inextricably intertwined. This changed 
dramatically in 2004 when millions of Ukrainians mobilized in defense of free elections.” 
  
Odds are that Putin’s least favorite color is orange. 
  
Strategy I: Inflating Fundamentals. The S&P 500 is down 10.3% from its record high at 
the start of the year through yesterday’s close (Fig. 1 and Fig. 2). It is back below its 200-
day moving average. 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7CgW4HW5b2nCh30G96LVF9B0F1fyPzsW8vMRhD2mp0zkW5XX44m4BTG3nW5xrV-y32fT6TW8yS51y5HRTyRVP557y34ztXMW6zSrcn30V50-W7wZ41Y6xP7qSW7Ml-c364pbc7W28KcxN8y-YPxVfQgx18-D905W63g9jk75c-PsW1D44GL5srFgyW7LWFzM4dH-6dW4ttwx15-stwRW7fdY0k2QHVylW6zYv2Z4L8TJ4VWwn858r1SlxW8s40BG3JJPtbN5nLYK2GRTKgW2nsMb87_w36RW7yqKl68nTsfVW8H8w8Q2GqNG63fnX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37CgFTXW6lPTFB2c57P_W3CbJqK2H-XJyN8Ns4zT7NZzZN8p89l9pY9cVW72nF841HQ80HW3zRVYc2RVmXjN8jC1dn-D7jDW3Ppy7B254m1tVzK-lV7MXJDZN2bMkT2xpZv-W368DKP174xfkW4VnvRt4PCQ5bW3c5DFH1j9pNmW4Nw5Nr1RbqtcW7XF1BS275nsTN72dLkXXlhf6W3nTQR26MlSM7Vw4ZBj2QpC0xVrQ5-H5GpjLMW1SNbYT191CF1W87bmY42dbP_yN19xhXkZTVCkW7001461tLXY5W3-c7Qn1QH9QQW93zbTl4lNPwJW3386TM4NrjN0W4jR7cp633FyxW150kKv8wk_fvW33VT831tQJJnW49VzT86yry3TW6w-mH66rdwvCW1n146b4RsN2_38_Z1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgVZ-VQvZB-7QXX7NW1jQGNp70l3TJW4fYlld2Dpk-NW3K0zmg2KZmCMW5DB7M1155XSbW8nch-c27_gSYW4GWbbG5CKSGrW87q6nM24wd_YW10V00-32tFNcW26RK8G5f0qTnVbqC_-1bvhsNW2P1xVq40XgGyW7X4Xc74X7mZLW7jMcf-365VvXW2q48KB8fS80nW3D6kkn6JQmVRW9jlqKZ94WbHKW9bgRgw3ChdqzW2Ywwzl8RVc87N2B115x9xG3sW5hsLZw8g7P5tW8ds_Kz6dwkz93dNQ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgY9pN3Cjl5xKqvCfW2__Jv21BVNZYW3-NpRP5mHvg6W5cQJXV49T_zgW6bQ0MQ4WN3vkVxwQcm5NPGsKN4c01lL-VV66W973hGN3gf50pW2RSr3V5QfL0fW4FDcHH28lrWjW4jwLRp4fT1sqTs9v07rv5r8VxDpXm9kXttgW6KmGMv355YhqW2HvZPk2Qwx_hW7X9syL5tH87jW2brzvb52LC5VW4KcmBz8b_Ps_W1Rjv5n7Bfc99W67Crf93y0lSdW6RDHtg3mhyNrW77Qb2g3bs6VR34gW1
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Yet the forward revenues, forward earnings, and forward profit margin of the S&P 500 were 
all at record highs last week (Fig. 3). All three weekly series are great coincident indicators 
of their quarterly S&P 500 counterparts for revenues, earnings, and the profit margin. 
Forward revenues and forward earnings have been on steep uptrends in record-high 
territory for the past 51 weeks through the February 17 week! 
  
Consider the following: 
  
(1) Earnings hook. There has been an “earnings hook” during the Q4 earnings reporting 
season as actual results once again beat analysts’ consensus expectations (Fig. 4 and Fig. 
5). At the start of the earnings season, industry analysts’ predicted that earnings rose 20.1% 
during Q4. The actual result so far is 26.5%. 
  
(2) Inflated revenues. During inflationary times, stocks tend to be among the best inflation 
hedges and to beat bonds. That’s because some of the strength in revenues obviously 
reflects the higher rate of price inflation. This is happening now as companies clearly are 
responding to rising costs by raising their selling prices. 
  
We can see this in the regional business surveys conducted by five of the Federal 
Reserve’s district banks (Fig. 6). The indexes of both prices paid and prices received have 
remained at or near record highs for the past six months through January. There’s no sign 
of relief in February’s readings for the New York, Philadelphia, and Richmond regions, 
though there are signs in these three surveys that supply-chain disruptions are easing (Fig. 
7). During January, a record 61.0% of small business owners said that they are raising their 
average selling prices (Fig. 8). 
  
(3) Resilient margins. The resilience of the S&P 500 forward profit margin is impressive. It 
has hovered around a record 13.0% since the start of the year despite rising labor and 
materials costs as well as outright shortages of labor and parts. While faster productivity 
growth may explain some of this resilience, a more obvious explanation is that most 
companies are passing their costs right into their selling prices. This may be a classic wage-
price spiral, initially driven by demand-pull inflation but now also driven by cost-push 
inflation. 
  
Remarkably, none of the 11 sectors of the S&P 500 are showing signs of any significant 
compression in their forward profit margins (Fig. 9). All are at either record or cyclical highs. 
Does every business have pricing flexibility? Apparently so! Here are the forward profit 
margins of the sectors from highest to lowest as of the February 17 week: Information 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgBxCW64PDHx7pblTsW5TD_xZ3b4G_gV37Swx67pF3GW1Hv6f11pTt-1W4TnxYD6pxB3JW562pSH7g7WLlW328Tcx99rqr-VdKZJV6Y9q1lW2yB1lK5D0kGCVMyHXQ7dMk63W6x09td8_vl39N4JQ34FZVc_-W7Zlh-z4YlBGCW7vnz9R1w9qDDW17yM00465lXzN8xX_FQkWbV1W7Kt-Bk40kRqvVzvr6R2p-f_kW94FSfl2S-Y2-W4rx1CP78zHV2W2cXWv92hyjQWW6jYXP793SV7J34xb1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgWQlW17dS9J4Txp71W6Lm5h025cDcmVTcSh_2F-kJcW1NkSYN4D6-VNW705m271tXs_3W6w3s1w8NhQDjW97Q1hK68vQ_LV7ZSbB795BvvW6y8Wy55hfCVtW896Hdz5NJjmfW5558JP1HW_bCW9013Yw4mMxl4W7rKKHv8RmVkMW46nXL28q2B5mW4FlhzK1CrzfxN3BW4Fdpw8CFW5yg_fX4sDfLQW3hspbh40ySHBN58Nv2dFRv7GW2R7jGx7LmBQzW2pyT433_0TRBW23_XRb7LlNp23hFR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgMZ5W2KxD0w82yx3LW7DXj3s1gybS8W7QF9TN9jxH6tVDPDxg79-DvsW8yHhvd4G3W76W903nVm3bGxcvW5SXKWh32k4QJW8rzhNH58V_7FW3tQfT_6TZMjPVktJzJ7JH0nBVdZwFz5B8hM3N2ZWLjxJK6fWW3P2KcQ9jHMK3N39ZgwrPWVf9W8qzK5j1RY7G_W8zTMc_2SkmyYW3JhSzk5lY4FcW7J48xV4yL7_WW5907gq7lJ079W4t8HGn7v9TgbN8pM0jz7WL2NW6rq8372GGGBx3hnG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgMZ5W2KxD0w82yx3LW7DXj3s1gybS8W7QF9TN9jxH6tVDPDxg79-DvsW8yHhvd4G3W76W903nVm3bGxcvW5SXKWh32k4QJW8rzhNH58V_7FW3tQfT_6TZMjPVktJzJ7JH0nBVdZwFz5B8hM3N2ZWLjxJK6fWW3P2KcQ9jHMK3N39ZgwrPWVf9W8qzK5j1RY7G_W8zTMc_2SkmyYW3JhSzk5lY4FcW7J48xV4yL7_WW5907gq7lJ079W4t8HGn7v9TgbN8pM0jz7WL2NW6rq8372GGGBx3hnG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgZHRW2N_5DT2zLW96W5FYs_k9cssQ-VHqB1c2jg189W4xj_4f5T4vr5W3m7zgk8D_nrCW2Bkg0Q6z0ghCW9fnRz_4HkxcBW40w-Q-5D5R1KW1rWllh55pNgJW1rLn0G4lRgmqVx0ln59dqBY6W4_t4-98_21r_W5v_xbH3xsW_HW61cJ028dw1jTW2yjHLk8Y1S1mMNpN55k3cr9W1kyC_q3yCVbWW3Btcgg2Tl51GW3FG1f322GS3yW3WpWsL543BzfW72GxnS16c0JJN1rB1jNHpwzS3cV51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgCNlW3-6Ldr4StLb7W6BVQx61WvwqLW6-330q8sYq-GW6d06z35TJLgZMx_K_yQKrr-W8bt0_b2JHB5sW6S0rDs70BNhxW78B_h15kV6KBW96Lh317TBLmTW6FmYfb2QK4rJW7g7glB15kF5lN1QwslX3L8sXW1wny_k6YXklmVyv4sT2fWbWlW2SsmGD7-wqY2W4w1gts69cKxzW53LfsT7lLgFLVZZczl222Qs2VJF2sK2Cp14vW7ytZt34CzRHVW4xhmcQ2sfsrrW185y_G2S0yhK3hTG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgCNlW3-6Ldr4StLb7W6BVQx61WvwqLW6-330q8sYq-GW6d06z35TJLgZMx_K_yQKrr-W8bt0_b2JHB5sW6S0rDs70BNhxW78B_h15kV6KBW96Lh317TBLmTW6FmYfb2QK4rJW7g7glB15kF5lN1QwslX3L8sXW1wny_k6YXklmVyv4sT2fWbWlW2SsmGD7-wqY2W4w1gts69cKxzW53LfsT7lLgFLVZZczl222Qs2VJF2sK2Cp14vW7ytZt34CzRHVW4xhmcQ2sfsrrW185y_G2S0yhK3hTG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgY6QW5y6hcy1tfHnjW5LZ0vt6BVZtTVVppvd8S3qXLM8MDNkMcfrcW2xl88B50XmRkW8LpsG91l9vYNN80D4Jh2jfpCN737TBnX7pp-W51Mhp433s239W3CyBsH51KVQNW7VBffD93tdfGW1zsYMG99PFckW4yrNw590ND54W2NCRz26mLs1bW1p9l-Q3GGHt2W2v4HWk85J7C2W7hRX487FStlGMY0nPyRhc9LW1p62Rl2x8P36W6mBSnm1jKNKwW5ZwCPt7QWCb7W3VLfKM56GR8H3dCn1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgJxyW4Js0-J20-WVLW4Ty8WR96444mW7HSbTr4wfxpXW7L5sFK5CYqZ5N1zN6Tlg0B61VVrP_52rkgcLW4tL99Z5rT7bsW7Hch-p2Q82p-V3_60g5LM5jxN39z4Gmfzk3FW7-hxlX6CMQ4SN2c7Z7y79VDQVQZ0vz8l0XwxW72kWzq8fykhBW693Dbm8PxZdvVPN3h24VnGlsN2S5-MY97GGRW4s_pGt78k6HfW2vnQFq8Qr_39W10zJh97517dwW2z6d2t4W4jklW2JNl5J2784cP39y41
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Technology (25.3%), Financials (18.6), Real Estate (16.9), Communication Services (16.4), 
Utilities (14.6), S&P 500 (13.3), Materials (13.1), Health Care (11.5), Industrials (10.2), 
Energy (9.3), Consumer Discretionary (8.1), and Consumer Staples (7.6). 
  
(4) Winners and losers. Of course, interest rates rise along with inflation, tending to weigh 
on stock valuation multiples, which is what is happening now. This is one important reason 
why stock prices are likely to remain volatile for a while. Generally speaking, energy stocks 
do well during periods of inflation, while the stocks of financial services firms do well when 
interest rates are rising. Stocks with lots of air in their P/Es tend to lose air when interest 
rates are rising along with inflation, but they could turn into good buying opportunities. 
  
Let’s have a closer look at valuations in the following section. 
  
Strategy II: Deflating Valuations. The air continues to come out of the forward P/Es of the 
various S&P stock market indexes. Joe and I also calculate a series for the forward P/E of 
the MegaCap-8 stocks, and it is also losing altitude. Here are some observations on the 
latest developments: 
  
(1) The MegaCap-8 (the eight highest-capitalization stocks in the S&P indexes) collectively 
account for about 25% of the market cap of the S&P 500 index and 50% of the market cap 
of the S&P 500 Growth index (Fig. 10). So the sharp drop in the MegaCap-8’s collective 
forward P/E from 33.8 at the start of the year to 28.3 on Friday has weighed on the broader 
indexes (Fig. 11). 
  
Some of the air coming out of the valuations of these three indexes has gone into S&P 500 
Value’s forward P/E, which is up since the start of the year. The S&P 500’s P/E was trading 
in a range between 20.0 and 23.0 during the second half of 2020 through the end of this 
year. It was down to 19.1 on Friday. Value is likely to continue to gain relative to Growth as 
long as investors are concerned about inflation and higher interest rates. However, lower 
prices for Growth stocks should provide some good buying opportunities too. 
  
(2) The forward P/Es of the S&P 400 and S&P 600 indexes (a.k.a. the SMidCaps) have 
been falling since early last year mostly because their prices moved sideways, while their 
forward earnings soared (Fig. 12 and Fig. 13). At 14.4 and 13.7 as of Friday’s close, they 
are much cheaper and have shown better earnings momentum than S&P 500 or 
LargeCaps. 
  
(3) Foreign stocks look cheaper than US ones. The latest data show that the forward P/E of 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgFD6W8zvzWf9f0jF3W5WmVQ06tnpvwN6kjl_x570Q2W5Fr-2z2bbdTmW4-sTx18nF9sDW1ZTx0L2cBydyW2pL6NN8XLhFFW7JfQz55LrbHSW371CFd86TrK3W8XzDKc70Kw7GW4JphZb27yQNwW4yfrS67b7McyW8K_FnY6P95j0W6shD5V7kY0v1W5Sh12j43krnJVnHr3R2bK-LsW7sdm0l1phCXrVR6w2F3yYgqPW92bptx801S_yW80CNmQ9bwygqW70VqFY3XFNsyW4rTsln4pVKZ736NT1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgL14W3FChrg8K3bYjW1QBVFR89FM1BW7WsmgW3RtHwFW5SkDK94nJzQzW1Bbfrp8X89ntW2Yr0wr3KYt1MW6614mb553w3pW6l-fZ86Yb_xLW79w1171zghCrW2skth970zCN0W8fgL8_3DXqhbW1WBY3y707Sh3W4XRfsZ3hZy79W9jn3xv7jMxHQW2QTr3Y8t-M3tW370rlQ65TKNfN4GJMfdftfysW21JmCj5YKDCVVcyMT644tDZ-W1rMwPh4MB1mTW6-_m6h4XTww-VwcymC28Swd6360t1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgQp7W8CvS0S4dj4khVNSp4m7k61gfN875QzcJs7mxW9f4nfk49GWWHN58V9pySkZ1HN5-1bH1cp9W1W1HknFM41kHD9W1LYlzb2LbKzTW7sP6k67Tn4MhW9hLwp52v_F9bW24RLCw2drRWdW26JSmn4nVM3RN1tcRH6ssP-tN5L54RYbl_zlW7Vbk1K84JQG3W80rb2k2tpzPKW1Lnz4_2zY1t4W8gtFr17bty4xW1btRxf9hbyJcW4dbTrY8kkXxvW21XYlz47lJ0LV9LHBj6XlKYM3dsZ1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgWwhW2cNDd_7pNGP8Vw8CBm4lClvZVL0Cp88lR9kdW8xGvGn5gz-n9W1Knz9682kMdzW6wqPBj21w5r5N9lQzmbx4gndW5F5VDm66B7X1W63z3Z03Km6PfW79gFxj7nX5JtVwHVdr958qQvW3LMwm48m_xbNW2_Z9nw8H_NxgW4fRf5F2mjtB1W4NxpJj7R5rffN5DSd8yG7596W7dvfBj4vCLLFW8LTm1T90cdSBW8QyLYn9gPnWrW8Q5_fT7XY-qbW3wBB5b2LrZ5ZW6lD-X3310JhZ3nhq1
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the All Country World ex-US MSCI is down to 13.6 (Fig. 14). The forward P/E of this index 
tends to trade like the valuation multiple of the S&P 500 Value index, which was 16.2 on 
Friday. 
  
So why stick with a Stay Home investment strategy when stocks are cheaper overseas? 
The Fed is about to tighten US monetary policy, which could weigh more on foreign than US 
stocks, especially in emerging markets. Geopolitical tensions and soaring energy costs in 
Europe are an issue for investors as well. And the Chinese government continues to impose 
onerous regulations on business. 
  
(4) Here are the forward P/Es of the major MSCI indexes during the February 17 week from 
highest to lowest: US (20.2), EMU (14.4), ACW ex-US (13.6), Japan (13.4), UK (12.2), and 
Emerging Markets (12.1). 
  
The Fed: The ‘Federal Open Mouth Committee.’ In the past, the Federal Open Market 
Committee (FOMC) started to tighten monetary policy when the committee judged that 
inflationary pressures were starting to heat up. This time around, the Committee has let 
inflation run wild, apparently hoping that it would be transitory. That strategy hasn’t been 
working out so well. 
  
Nevertheless, interest-rate increases totaling 75bps are coming this year if the FOMC’s 
December 15 Summary of Economic Projections (SEP) bears out: All 18 officials submitting 
projections saw rates rising in 2022, and most saw three 0.25bps increases. The next SEP 
will be released along with the FOMC’s March 15-16 meeting decision. 
  
Following the latest inflation “surprise,” the hawks’ squawks have gotten louder, advocating 
for faster rate hikes and swifter balance-sheet reduction, while the doves’ coos of “easy 
does it” have faded as their camp has thinned to just two. But more dovish allies may soon 
be added to the divided committee if the Senate confirms US President Joe Biden’s three 
progressive-leaning and presumably dovish nominations to the open Fed governor seats. 
Biden admits that he feels badly for consumers, but his administration insists that the surge 
in inflation is only temporary and that further stimulus can’t hurt the US economy. 
  
Few FOMC members agree. Let’s do a round-up of what 2022 FOMC voters have been 
saying about policy lately. Most favor the initiation of rate hikes and/or further reduction in 
the balance sheet at the March meeting. But how much and how fast are up for debate: 
  
(1) Five loud hawks. Since late last year, Federal Reserve Bank Presidents James Bullard, 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgBjfW5tvTZV6xbYkSW6wr_my3Kb62zW2xzPMm12FHNGW89BDDq6lGhSFW96MXVs1CmsnnW5vfWq91BmjbCW2Bwt_l93GVdhW8bYSgl8MTdDBW5cvjWf8VS3G2W3SW0Xw1mvKp8N4sqyZZd0lncW6wp_XW6PCD7NW7LQ8jB6jHwrkW8VW_Yv65mtn3W2st2Zq98K0H8W6ZYd827WT89FW94KZdD8ktqkfN3FrV8d9YjYbW6jm5JS4pgTMbN90gnlBH6kCjVG7j_c8Lf-_HW7hqBj67K7Fyw31pH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD9kQwZV7Wycr7Cg_1fW4p3zSV1nmB7hW4P7ybW2Bh01qW8pJhn83DbvhmW8YDLHZ71r20QVkvxcS2SGSPlW58B2Hb2-6ndxW4CKzKm1wmhT2W5_1t662SlxQqW41LkJ_7KRh3RW7VRzGm4fqtM8W1Ndvks5WnDXXW710C5l9l47YNW52cVdh3blyszW6sX8ck6xHJgtW30DYSR5wHGNsW7dftmJ2nvGWFW7wcHtR5RWMGVV8NB8j7m9FMZVSxxBD7FZwPnW1sHQlL1JSR4pW2qgwLg7qvxl3W6GCX4N4CgJXNW5lpM-q1cH7nmW6h2cpH7wkYW7W4jFQyS2RF1ydW4nLvT31rGjd2W5QBrS58cPMygW2VTbzq1Fx2hsW2cBf0q6FP_7pW8tY6s95ZHZ9DW1VtMbp4flKmFW8Hd9WR1FvhykW3fcwbF5SW7SDW2rYnm-30v_4cV57K4H9bLpQVW3h27cN2q65f7W62JPDG6pw3QwW2sncPg8ZvbDYW3R5kbk8FtZmJW7ng_Ys2kbKtLW1btmGD3Qf6GYW29RL53283M_wW1cDgnQ3tdSfXVwXdyP1PTNDlW1yZGKD7rMGgfW4JdB348N2W9hW3W7fCD8c_fmMW3HH_sT1x9L_VW8qkwWP6dW5vyW88tyrl1txQpYV_zcyv1p1LntW4MhBS65fkzvvW3XZ3328vRN3fW1HPlmp309CB4W3CJwmy35Dzt5W4hJhht3ttMP5W64JkbG5Fl5NpW8jTQyv2KF_7ZW5G-PkT3gWXtwW5PXLHF5Rz9MpW5TjN253NnChPVK7dhh5HHzf1W7yHbjJ8lNTF2VFF1VP5cQdw7W3sQX8b7TR1wLW7Y8T_D52tTKwW2M8nN96wt-cmN3DNdhL2pg8yW692R_w87V_5kW6ZmdT37495tkW9b62vw3J2N1RW2qjk_54PGskBVBpxgn2NrxZHW1J0f0n4t_Dbj3pJ81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37CgJ9WW6YLhD257DYflW3fbllj8nlzjtW81ChDq4mDzJyW69dZk56_2K3hW70DTyr1spZ8ZW1nwSh68xQKjcW3rSYpJ19xmjPW8xp6vx77ChWpN33T1866RnmhW4m-8gL2vcJhFW20QqQm374jkYN7g6mNcqvpSwN8xLBxhnCl_FW8ChMPd3x_KjmW8msWtd931XcXW49TKFy5FCgH3W3ZwCzm77P-dMW2Lys-p1938MvVBzGwr3F8nTYN8j4cJV2MZbYW22Qp3p399R1vV8Yt2m7d1j39W61pn0q2M93YGN6D3R-sTS2MCW3js_z25Q_w7vW2ZVKhl54_9myW6d9t-52ttLD7W3F6RcY36ppZwW75t1bH5ZvhVkVWLTY18QTYqtW2NNLl37Bm-TMW75fRpR7C2jMC39Qv1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7Cg-_VW2vkfwL2JBv8BW6qtbZ25XRBYXW4hMLp53dT-S7W7YYYtS1YngT4W7Nw0v_746CdZW2GWgWd89y020N1L_0NTj5v2dW4J7nfm4G_Ny0W2FyZKz2mmhtDW6mfDvM6Hl_dpW6rCmtT2SdKr5W8TxY605WN5_nW8d9CNm4_X6whW6m54T_40rn10V6mCvM2k4lGYW5HF5SZ88TczVW10g1cR2h_M3GN5ys-Fw459rFW1HJpRd3NRFW5W3w2j-n7lPS2PW3Dkbwf8MX-36W7Gmhxk1KcLj0W4jpWpL1rBQvJW6gHWlj6b8tKq362D1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Gr5nKvpV3Zsc37CgPqqW66jB_R7cCGdSVWrPxN8MySTSW3nGf-H6KHsg5W7t0RBj3lb3djW1-PtR83G8pMkW84Y_ss79984tW5SLPNb453W5tW1m6dTM50b292W4v596B289HB2W2Xl3jd4X_cp3W3tpD9B6DHGDGW8KrRcs4b8l_xV8P-YM3dQ6S9VXh8yP2srMx5W2GfXvQ19XZb8W2Xfwfm92Pr76W5hvw2q6b_DXYW3k0QM_4GvCQcW98FZ256dxy66W5dPxlY3tQsbqW5SQvl77cQmBSW6NL2cb7zbw6yW18mvqM4y0gTrW1kyDVF1WVKpPVN5WlM44LbH-W8BfQ5328Wf53W3BSJR23jryBGW1j-jqx6h8L86W4bd8yF21Y_JKW2jzZQV8DvD25W556WXx8QQv_nN318BPn2n7HzW6q9fWx2ccyvxW1s3WX07LjVry3fSV1
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Esther George, and Loretta Mester and Fed Governor Christopher Waller have chatted 
about the need to quickly tighten to combat rising inflation. In recent weeks, they’ve turning 
up the volume, and Fed Governor Michelle Bowman has joined in the hawkish chorus. 
  
Bullard has been the most vocal hawk lately, telling Bloomberg on February 10 that he 
wants a full percentage point hike to be “in the bag” by July 1, telling CNBC on February 14 
that the bank’s “credibility is on the line” and needs to “front-load” rate hikes, and saying at a 
Columbia University event on the 17th that inflation “could get out of control.” 
  
During a Valentine’s Day WSJ interview, George said that the Fed’s “policy is out of sync 
with where we are. I don’t think you can look at 7.5% inflation and a tight labor market and 
think that zero interest rates are the right calibration.” She added: “I don’t think I would rule 
out asset sales.” 
  
Mester said during a New York University virtual event: “I anticipate that it will be 
appropriate to move the funds rate up at a faster pace [than during the Great Recession] 
and to begin reducing the size of the balance sheet soon and more quickly than last time.” 
  
Bowman referenced both rates and the balance sheet during a speech in California on 
Monday: “My intent would be to take forceful action to help reduce inflation, bringing it back 
toward our 2 percent goal, while keeping the economy on track.” 
  
Waller implied at a conference on February 18 that the Fed’s maximum-employment goal 
has been met, saying: “There have been clear improvements for less advantaged groups in 
terms of longer-term labor market trends.” 
  
(2) Two possible doves. At the same conference, New York Fed President John Williams 
qualified his support for raising rates in March, not wanting to see a hike as big as 50bps. 
  
And a dove may wait in the wings: On July 1, the Boston FRB’s interim leader Kenneth 
Montgomery will be replaced by Susan Collins, a PhD-trained economist who has called for 
raising the Fed’s inflation target to 3.0% from 2.0%. However, Philadelphia Fed President 
Patrick Harker, generally viewed as a centrist on monetary policy, is acting as a substitute 
voter for the Boston leader as an FOMC alternate member until the new president is in 
place, reported the WSJ. 
  
(3) Three vacant heads. Biden’s five picks for Fed seats (including Jerome Powell, current 
chair, and Lael Brainard, now a sitting governor nominated for the vice chairwoman 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HX3q90JV1-WJV7CgBQGMT0fN8SYqsyW4xSsVP26kkZvW2d0gLf6y6MtVW8dlkMC4XHKtBV8j6S338Sp0nV4xc1n3YCSG7N8v5rgpkthfwW7N5FlK7qwJp-W27LrSh5gVXMVw56Jdrf5pjW6-NwfG7MJLKLVS9zkq40g103N1Sz5SmdWKS9W7sS3QP1rnq3sW508gmQ5zz8CpW5jX7qN3yfmBtW6mh18M6JvByyW4QNR0t4hHDgjW4fRt7b5-ClRnW8Jd4LN3Yk7npW8lT-8f3CnVqKW5zb90J5XQ1-zW36XfZt3XknS2W4CND7R1vSYKvN7tmR0dDqZ66W2R5Z8x8Q-KQBW102Y4q4vs-PQW7CZ1gf8fzGKC3gV51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37Cg-mDW1tBPkq44S2xlW7YYYcy2vY3WwW4L47J68WB1ztVvmr4X374V9hW6P1QTV6ZLS5ZW91LcML54qDFMV_-Skr6VGrpyV5sd8V1R0NDQW24Yw5562Rp29W4bW5Zf61QpxPN3h970kLb7pGN7jJbN3RPGRMV4zc2V8dWq8_W7Z1t7G1K2WdZN5PLKDX_fXX1W5FVnYV8Tk8cgW3tN93625YVv3W6dHFjk8gtbbwW1klQPB6Jn_jKV_-45r4YQR_tW2hsQRV58f2JrW4z4YG65R8GBLW3Mr-lf2kyjTxW5clhzg77fvx9W54G61G9cNKWhW39BFL56VxFxWW7Py-tr1JCV5WW40s0kr374mWvW3bCF5n5Dh3YTW8gHRSH979zFzW5fQWXy2MXqdVW4KDRBv6TcTVY3l6c1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD3q90pV1-WJV7CgSwwW842sM96QNLWyW1jpxHs96YMHZW3k19V-62tXn9W6_Y3md6JsXh3W23SmPg1HdbRPW3msycm2Hp_p0Vz6Vw75znKPXW1_hJrj81KV-2W2zYVrm6XKM72W77gKC-7VRZTTVs4ZNG16ScFGW7K9KVL8FsZZ2W6_pprZ3jHzdmW58r4-C4Cf6S7W7-tJTM8PMfxJW813RV38rCPK4VW4czG6fVj-TW3zDqwV3cSQkCN7XJntRshHkfW68Q0cr7x6gmhVwNhjr8x8cSHVbyNLT3BJtMYM7w5v3mQ0v7VWQ0bs68y_6JW6CHCVs7jPNj8W6hv3qw2nxRwV384N1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgLQWW3bCQ2652d178VnKv-73BptpcW3_kvWc8jBlslW42QQlr7L---GW6GR9c12rf-KdW2Y9J4X2ZkmncW2Gzn1z7lmlC-W5_xdCt5-4pXrVzV_Qx2bT9G_W4blXkt5x4P9qW33bWVC8yvFXvW2yL8Sp4VXTZKW89phH467Ch1BN4XD9nwGW1rjW71V0Fj4svnQ_W15V3FG4MgM1SW8m2F5B4LX30wW4BjJrG1FMxBqW1-jVfz1zxb-XVX8Dhg21gHx-W5CJ_qx1XHFWYW6D5qr45j_JSJW6nlGQf46rs3zW77FQQs6_ffTGW447NkM48sZj2W2Fs6v965YcppVhzV8W75G_69W99pTL08MlwWKMPKN4r9pS5BW72r6Vc7bQFX53cxD1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Gr5nKvpV3Zsc37CgKF4VhLfdP67q6TzW74520j8wtDx5W4hk68J1ZqzlyW1vZmGz8Yr5QzW1K266n3FRPqfW8cb01v74LtHcW2J7l8f7h3yXfW872pxc26qPqCF6zJw6cBn6SW7YpKwJ208-hNW934WgK1D56ZpVDn1PJ1b7VqkW25QspW7gPkZDW2TXWJV7x5T_3W1wlNlZ1TNkHkW7Z3Q4d6ZMzCMW5whYLV1wKQNgW6vs63H2W3MMqVFCcCN18gxCKN38shzVQKMfBN6pMZTH9VSr3VLRGJ137yHnxW2xvzRK6mHbL_W6nQ1c55NPQ2fW7DRt0G3MdQPLW4Gb5Z820-2bTW5cTM1L886ZLxVfxkzX6FCMRfW5lqP863jmhXqN1th2nL2LsbPW7-ybdm6vtgGVW1KvxhV3Wp0ZqW8Q4Xkz3m4lRjW1vPmsB25HyxC3cV61
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37CgZXhW8d58G32r05fgVJ9DgX2Pjqb1N2h0rFTV2drxW75hZ6s4Qyb6BV5PylH2DtH1zW95gKZw1J48-xN3QT3BMC62CbV6D2Y48Fxnl6VXwFTP2X6ZmXW8-dZP68qGtX-N6F4HnJrsSMsW8BGWfD53qCzlW3KW9cy2W0fRMW3KJdcd4kk23HW7D8RdC8Mgk3bW6fqVkK54w5L1W6WRHWT3nCsJkW6TQbH757z7YYW7mt-MW2sxcrPW63n0-N5-Xp3_W8r1Jk18RkvTpV1TdS63zZ0g2W2kHm8R2kQDNDW1gBsJk7JGd74W6s1Cpt16zMN7VfGJhV1wFbrjW85zHYR6mMgdCW49jGzw1DJCGtW1W3BGl9js3R8VD7T6-7pdH4CW8ZYF2p20qY-5W8Jz1hq7rwCrz34np1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgHcnW7xS8vq2y3ZQmW52g2mx6pQsSGW2bB6TW856NbyW9j3CB85DVTHpW7v5Fn250Z-lPW8RzbF-8k3Nl9W8bT0l58wZY_3W6LKRHH871511W5LvQ8L16_BHyW8xnsDP59yh4mN81pKw958bXyW5mK5nC3FBZg0W5FsvGr1MCCM4W2GmfPk3YRzh4W3b1SZw19j1VXVnxgkY71wHmnVVHlKj8jqPqCW8W95v48WbVNzW4qJj5s4BzMC_N2rjnzMGn8HVW6LQZ6C2DKXn4W8gVmgV5q5CzwW6ww4dL3PxWQ9W64-yH319W2jmW3Rz3tX2sl0sXW5H2XW33V_3YCW4L7TGc95dYLSW1qff-c7kqFNSW1QmV8853p1X_W2V8tCr4QNjfT3gks1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgBSGW8cWQc83pCJ2pW2l78Fs887y4RW7924TF5bqbw5W1c0fq090gRt7W6BW3qH1-f6HSW60D0S884GmTfW55M9Dr2TT0n_W6XNJQk3BWQ-pW4N1d0Q1d0z7BW7kjj6c6BMgnrW5dBHXq87FhDLW9bb6j48F4ZTFV_2W3K7pV1kTW1z-Jqb98HXghW26Pc1P8XfSggW1W5SSR2L5jZKW35bXCN23c434W8bBFVG83jyJ2W65CkpH8RDZN9W1YCxpg3tsqBCW4h30dH8sX9drW95cZPs7MTSRKW2MRhp_3j3Pz0W5qkH5L4_4D1NW4g_f5827FmW_W34vQqg5Vfll7W8BVzVK7hhkpbW7GHGfc1JyYdhW5l62Md1kQ8tSN5RqsdY7p6pl3gfB1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD3q90pV1-WJV7CgH12W7Vt4Dp2RKrvlW6TVNhT4PnfvDW4mjcz48kFfQ-W4ZJN3H8s2pt0W2HsFRX4X0XVmW6D6SfZ3wL1vCW2RML_48XcjWcW4TszjV38yvWmW97YxXd8G1fGqW9lvxcX2835DFN5jsknxcKPrzW15FTDF6W34WBW22djrM4cVPfrV4Jw9q81GXX6N6v9G6Fl7mZyW6xTcfV2VFFrlW4bL0Ym8XCFpRW3fRl1t5vy8V0W1cr4Yv5gTSNDW1n4Y1q66xrdnW8TXx2K8LVNcWW3tyG8_723f1HW5zy-Tl1CFCcBW4G9WFD2qKQ-_W86F46k1qMMLZW8ZCVwn2hn7Yh3f241
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc7mg1mV5X_Kf7CgBXpW1W8-bg1hD5qwW7f90Bq68PtmrVXFh6q2KC17mW8Qqf7_7pnS3dW91Q36_3lr174N3l2c03fZlTyW51rDJJ17TbkfW5pDMN15ZHdssW6m15cr6bCXL3W7WbNvL5ZsQD9W6J_FS1825VjwV-JDpJ6LFTZQV6jRcV2jm6bqW8pyf9N3WHWLjVrbfwJ7rkSGdW8XHN2155vdrfW36XlXt46YPkrVdrmxS2hsgxfW8ZSqbr3BVVhDW4Yt43569HZbvW8Khlrg75s-ldN1Xp0PDFV3cNW98_0_F7Jf1jhN4VWsNH4BqkfVYhmGz37Dp7VW6t-GvQ4DrYQ9W9m5CGz5KT4fGN869bw58CK4PN6d2k9fdJ6L1W5s22x-2DgJT4W3PRB4P6-BZHFW8qdZ1l66VMfcVGG5XT8-m9jmW4-4fJZ7bhTtRW4czGVF4YmstYW33Zfbh1dz44XW5Kn_Tl3GNSHgW78mrgc619fQfW2ScJp51F6WnGM9KbW9pJx1BN1jf3k_HK2zyW2phsqF3FW5PfN6lNQL9dTn_BVwmPq38Vvc1gW3w6bSh2hBjGRW4jvs1897Y2NTW3RssKt3BgLWhW4SXQh4186cZWW8DDcwx6pS0X3W27cBcs14RHXwW8818zs3MZkPjN69L12C3JnstW5cScL78cDVfnN12x9XP6RgMGW2r91s11fpfQ2W5nwvYL5Rj9D4W6vHpGV4Lt_3yW71mLRy890xjVW5yHhbl55dCn_N56ppHQTjtS7W4ZDTqz9gXx3tW2rWLwl6hYwQd3n0k1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgBg7W17x1YX4r4DK-W3qGtZk2bK-0XW5TsFwv142sd8V2WwDz5GrjyHW4Pg_245dyYhVW1Mqrm294j8JBW3vGL8h9j26gwW44L0n453310FW2-vNkr4rVf4nW7_n7Cb4rd2gDW7pc77j8vzx9XW6VTqRN3PKS0NW4F-00w5fvRsVW8g22rP1xllR7W8y3d_R8n_mnxW7HNMQW5cWhPBN8qr4VX6cRtSMMZkB21hTm0W1S-02k7hldTWW2-pTB258hf00VPpcqg2FxLGDW2tzy0S7L-0JcW7wBNJJ1PsQZWW8m6vv876kNh_V2R_zf8Bys1NW6G76b_6C-7kzN4jQD4HczjqBW5SWl3R4tPmr8W40vV224NJQDPVjSmHT4Gs3Qk33F11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgXyXW868Krl3QCnVDW21wWTn7CH_zYW3LNk3J361tV7VnSZzN1ShVx8W33Twvb53KBhpW3XLbDx5C-YnBW29wtYv4m5PYWW7LwDNS2RTXSVW5V4N-f6GvPglN1HRsrfC68YBW28__mH7HmW61W3zw5v26d0dPfW33cdSS4-J_NtW1cSKzy8CSL76W2Zb3PX2N0JLPW1XYXb58mRc7xV_1z2L1psZD3W8bHwJQ898SC4W6TVm1B5XcjMxW6vhJFP5xypjqW29Qd3y2dZxdkW55Cwgj6D788GW5PZckg8g6wVdW4ZG_161Bd5sSW6GZDft4gLcC_W8P05Mz8fRXgHW3C9BqD8rGPk5N8sytdXmvxZNW6Ksnwv7nMpHqW2-rqnq17fPsG2Gb1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5GLcjm0fV9V4KD7CgBK4W84R5qS4Q5JbmW8t6bLd4hcsLTW2fVwNf4K26lbW68Ln2Y3xFlQNW75nzFl6tMjmnW4yQFPC8JhF9MW5z-2rJ3GK4T9W3dyw9W5pGPJhW5GkczC8djx1FW2B9s3k79N5bxW2_nSSq2JKP8sW8GnZCV1PSCRSW1-SYhs7XgrtHW6TrjNv7rR94nN81jVvVfbxrkW147YXw2BBLXrW7hXHbR2xmKGFW5rPFNf4LqZg7W8vPPzj92XMkHW3MSy9G5MLTctW7PQFKL5lchKZW23d3-d3Fr3wlW5nyJzC3NjsXnW58nBst4DmNHqN6lbwpmfxtRBW885L7D5V71tPW1VZL2D1xdF2NN1KBQV2NfVxPW6fw2yl3jVMSCW7R9Sts4g6D3ZW3jRryC51kLxxW3DdLV-3mHmlbW15rb6m65G15hW6vmy3w6KJb9GVScxMH6pSM5wV6xzFZ6DclmLN81q9T0J7CVMW4TQFgp5FHfTRW73szdl7zv25NW7bl2qm1TXrNHW5rWM-f6QSkCNW95-f3P3Kf1d9W8ls6xn1lmclKW6fts8g4jg4lVW2Pmdqz6HCrR4W6VLKCk26DhDpW190pmN63xfr-W9gndRN8FB1cNW36q2fd1p-z0zW4j5Z431N3HjSW2Nx6Y41LCjK9W43YPxw2CS9rZW35y8r98KskhrW8BskwN7m3LNzM5xtlnbDyHyW141Sgd3fgq57N93bX3YyZJwTW6_07VR6xD0jVW6R7l5X6fSrmSW5VMHLH63nLw6VjxG2G4d8Zr0W4j6G_h2b4_lqW5HTKMk9hHWN4W2mPK4x7nj7KJW2yv2f48X3s2_W650VZl7m2SBJW1PrWKr3nT2BbW3bCg434dslpnW2MNQML8c2PzzW8h0gMM5r4HxhW66gDyQ6vW9HhW4B9QmK6bJCmnW7MDkKY8X5Fh7W3D6MGl9m39mxW71n-BN8JCVpkW5ts9nf7QqVwnW73Qqmc32S1RpW2Pt0XC6hqvCmW2CLK1S7GmfS6W5r33QK246TW8VjhfzR4hGMxCW2QdqkC2jHL6DW5SHwPx3Mp9chW10q2rN1px1yT3qjq1
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position) await Senate confirmation. The appointments have been held up by staunch 
disagreements over Biden’s pick for the dual lead supervisory and governor role, Sarah 
Bloom Raskin. 
  
Republicans feel that Raskin’s background as a climate activist could lead to “mission 
creep” at the Fed. The two other nominees are Michigan State University Professor Lisa 
Cook and Davidson College Professor Philip Jefferson. All three are presumed to be in the 
go-slower camp, but that remains to be determined. 
  
(4) Two Fed heads-in-chief. Both Powell and Brainard seem to lean toward tightening, but 
perhaps more gradually than the Fed’s hawks would have it. Brainard seems more focused 
lately on central bank digital currencies than monetary-policy setting but did say during a 
recent panel discussion that she anticipates it will be “appropriate at our next meeting to 
initiate a series of rate increases.” Melissa and I interpret “a series” to mean that she may 
not be up for front-loading. 
  
The last public comment Powell has made on monetary policy was during his January 11 
confirmation hearing, when he leaned toward tightening soon depending on the path for 
inflation: “If we see inflation persisting at high levels longer than expected,” we will “have to 
raise interest rates more over time.” He added that if inflation “does become too persistent” 
and gets “entrenched in our economy,” then “inevitably that will lead to much tighter 
monetary policy from us, and it could lead to a recession, and that would be bad for 
workers,” according to the NYT. Powell will give his next official policy updates before 
Congress on March 2 and 3. 

 

Calendars 
  
US: Wed: MBA Mortgage Applications; Weekly Crude Oil Inventories. Thurs: Real GDP & 
GDP Price Deflator 7.0%/6.9%; PCE Headline & Core PCED (Q4) 6.4%/4.9%; Initial & 
Continuous Jobless Claims 235k/1.58m; New Home Sales; Kansas City Fed Manufacturing 
Index; Chicago Fed Manufacturing Index; Natural Gas Storage; Crude Oil Inventories; 
Mester; Waller. (Bloomberg estimates) 
  
Global: 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. Thurs: France Business Confidence 100; UK Gfk Consumer 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD3q90pV1-WJV7CgDz_W7GMVQz27WpgcW1LLjcv2BSXy_W91S6cz3TLxDkW2Rt-HM86X3h3W71FJ5p8RccfxW42G0fp8FTR_YW2XRPYV4v9jsGW3G7pFw7MxtcDM86BlRkpPhYF7l34ttBn68W4DBJXf7hGLrxW2Zsy_Q5vwk5WW5zHXkm8qpNTqW2Gv9SJ4lHf6DW7bZ_tG4DYPrvW5LFNNK3xvYNGVBjnPT39LdJ8VH_ctC2WryHlN8cnCW74KyCSW1HsC2r3dXx84VHK47542scZSW1lcJct606sM1W6tLh0_6zJWmPW3Mq55Y3xyZBqW4jw0Mr4CkZ7ZVTSvcZ96Nb2V36jR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Jc3q90_V1-WJV7CgF2PW72MwYc99bcG3W9cfqlF1JGfSVW22Bsss15Wh01W6Yb8VW7XRRk4W86HvC64fCxf6W7qqQH78M0syCW30hkKD1SwfLtW590fjC265dSWW3DKLMr92sm7wN80JyCYYp2HmW6bThfv8hPy66VkdPMQ2yBG99N2z6Z-NplwnKN4s8MPH9GwhrW389rGH2Kx38cW4Y4kkp83-NpvW1w23yn6T4F-8W2LZywK21SCFfW266NHF7vqG39W6-Q_BM2rb8ptW13qW8p393LFtW4slmzD6DFmfBW2BJvGP7H2TbLW1T76Bw4QLgNGVg7RGh35z6KVW3nn7lP5VTVmKVfWypF11h4ZfW3NWLng8kw2-PW3DGG8R8WBhVzW5xp-cg1B02Nd38cp1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37Cg-HXW2tB4Qh29F0FyN2W47mn30208W6_dLpp6zWWfdW8Gglcr83FphnW5Q62sJ80vw66W55yMdd62fZ4JW3dqd0_7Fb4NHW4NsLWw6GFNKSW2pYLhn85fbFFF51Qw5rgtDgW8rPmJX3VQSMdMDkJQn-T1ZdW2P1lLv22xt8TW8CnRVL8JtKT2W2Xy9X87fS6HQW79PtB2653ZtrW4cJlZ13ltSrKW7SjSBN2jfjkgV5w0S55-JGPPW5T5D807D9WDGW35YxDP6HGKWFW1d_Ztl6Mn7dbW357Cf-7sBLr4W4QjW4z96j9NwW11LbP39h9hmyW2ZLqFh9cY60CVqjNxK3YgHlXW7yq6-G8KkYGcW8vyzKp6TtdnMW26QLKf3D4qx2W6pNL4p5qGWZLW2RXRPj8vtlvJ3kFS1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD3q90pV1-WJV7CgJVqW3WHrdF2hxTY7W5rcYqW4LkcdpW1LzHfV3lWlMMW6bFGmx6hz8vcW4HNtr76kw3nwW5x8844610PzGW8xZxMY7_PGvCW3mf35l7w_qKVVK3LVJ6K4djbW1kFP4_8gyJx3W7Gp_-s25LNdrMBxq9--N6L0W7b8dVM5W4Hq0W3DsdfC31RXqgW37ygvR2rqgJ7W8Y-Q4v1LHp0ZW8wWTxN9chRkpW8f9tcP2Bwpf3N7RzddSqqTHXW8kj8dl8_2_7FW3JSx3H4-HlVzVkTm2l3387PnW9kyk_m3f4vnbVBwRdm47Wz16W14Kc5Z6Zv8ZRW79m-f35QHQDk3cyR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37CgP0wW67Cs4C6ySc8lW5_pmxk5dRwnWW7JPDz45hk1mSN5Yhr2M5xt_0MwWY0Zx6cW5W8MVL-F4F-HKwN8-DSbSmRs3gW4H2gHr8S4HxcW2JZnTb7nylbDW2_lH_T3Trw-bW1N2C9h7sQfMLW1sYP4_915phjW8GCTls7LSbLXW6v5RCL6__BrZW7W9C5x8mjyhCW3k0k6s4FLw8XW20v-MV1rl8LqVfybbl11wkT7W8QGCWx7Jf4XfW8yGQqz8YnzChW84c9fB5RLtwkW6NWCPp41qt81W1lcG8d5rJwmFN2H-m2RB1t10N5vQTvGZ-vVMW68wVfc9fvHKBW4tBYjP7wHd-CN8m2h39Ll-YZW91-Q6t8wwCvxW2wk6Dt3JNPkNMLjsnhHLwTLW9cHL3d2tTRSm396p1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5HD3q90pV1-WJV7CgFYrVM64QR8M04WWW5XlZFf1NMF_MW5NY8q13xP8S_W1-rwRk3fkt4bW5f2hyN2pfZv1W63yHTq1wds5QW354C5v2c3WRSN5VJhncRNg0gW6JKDJq1H_C0-W1VMM8D4_9jLmW5gh-Qb7Fb0fBW5mX7Xv4rm9BFW5VKVF04-s5ZnW5ML4pw2QVPyHN1_5S1kwhgkBW4wMP7K4DNkVmW4z6sBG5qCXmbW2NqpPf385jVJW7DyLw44rzyj3W4lJCbM2TNBY7W8PDkrb2JtNh9W2wD0_r2rsCS8W4ZVvzx8TYq6bW8hR8vC4Zd-6dW2RMczd9hxPHxW3gPjTC3DVnDs367Z1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5G75nKv5V3Zsc37CgNglW89yW3W6VTX-kW9hljvs6zvmmjV2cX-d7ClCFvW1mhbMF8VNWKFVhz2F65kJ4-LW9hSPdz8R8CcrW34QwQN9dDsC5W5Bntss4zGJCCN3XWmQ-rffQlW8HF3bJ8WBDY3W2wt1Zz3T2K3SW2V70V366nlZrW2tj6fq7YPGP7W34sdRH3GZGGCW7csjwT91dbP9W2n1zjD80JdmZW7k1xcy5JWGbtW4Th9l24lfWSNW3mXmGB1NQXRjVlqn-T1J0dXpW2Tzb0B4DjcvgW6nS_CL4BXqs8W9lHs571XX48nN5G-qP9Nq31HW3pC2cY9c42tdW2hHKzj6K7bSQW5hmjls2DHnBwW1VGTkd2CxVDVW3ZFfyH3sHdmQW857MkB6QvQBBW5_tchR696yn7VlwV_y62f3LM3ftY1
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Confidence -18; McCaul; Schnabel; Bailey. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Two of these three indexes had forward 
earnings at a record high last week. LargeCap’s was at a record high for an eighth week 
after dropping for a week earlier due to index changes. MidCap’s was at a record high for 
an 11th straight week after dropping 0.1% below at the end of November. SmallCap’s 
dropped 0.1% from its record high a week earlier after being down as much as 0.6% during 
December due to index changes. In what has shaped up to be an extraordinary V-shaped 
recovery, LargeCap’s forward earnings has risen during 87 of the past 91 weeks, with the 
down weeks due to Tesla’s addition to the index in December 2020, Amazon’s earnings 
shortfall last August, and index changes in September and December. MidCap’s forward 
earnings is up in 85 of the past 89 weeks, and SmallCap’s posted 84 gains in the past 90 
weeks. Forward earnings for these indexes had been on an uptrend from November 2019 
until February 2020, before tumbling to a bottom by June 2020 due to the Covid-19 
economic shutdown. LargeCap’s forward earnings has risen 61.8% from its lowest level 
since August 2017; MidCap’s is now up 120.8% from its lowest level since May 2015; and 
SmallCap’s has soared 181.4% from its lowest point since August 2013. The yearly change 
in forward earnings soared to cyclical highs during 2018 due to the boost from the Tax Cuts 
and Jobs Act but began to tumble in October 2018 as y/y comparisons became more 
difficult. In the latest week, the yearly rate of change in LargeCap’s forward earnings 
improved to 28.7% y/y from 28.6%; that’s down from a record-high 42.2% at the end of July. 
That’s up from -19.3% in May 2020, which was the lowest since October 2009. The yearly 
rate of change in MidCap’s forward earnings edged down w/w to 44.2% y/y from 44.3%; 
that’s down from a record high of 78.8% at the end of May and compares to a record low of 
-32.7% in May 2020. SmallCap’s rate dropped to 48.4% y/y from 50.5%; it’s down from a 
record high of 124.2% in late June and up from a record low of -41.5% in June 2020. 
Companies have been beating consensus estimates quite handily since the Q2-2020 
earnings season, causing analysts’ y/y earnings growth forecasts for 2021 to improve 
instead of decline as is typical. Here are the latest consensus earnings growth rates for 
2021 and 2022: LargeCap (49.2%, 8.1%), MidCap (84.6, 8.8), and SmallCap (123.1, 12.6). 

S&P 500/400/600 Valuation (link): Valuations were mixed for these three indexes last 
week. LargeCap’s forward P/E fell 0.3pt w/w to a 22-month low of 19.1. That’s down from a 
six-month high of 21.5 in early November, and compares to its prior 11-month low of 20.3 in 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgHpbVB-v5_5RvJ6hW2Ph12z1wLSTvW2lbj-K642x9JVRw0DN4g5CpbW4jbyl08McyNwW8hvP4x6SmT9wVx4gSq86NBycW1-jMHs6lNMYBW1w5ghJ733QZfW89LSBz1DyRd3W7382TZ3CgfFbN84Q5BkGRjC8W3rB0MM1S8zt1W7dxjQf4fkzXMVKyM0K4kqtxXW6fbc-Y2K2RLHW7b9wzF3NRb0bW2xSM3k8vmy7FW1CGZM-6By-3mW7618Kn6QsgGTW7tLSWC1gkz7GVjwpq35tV6vw3fPm1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgQCjW5RQgyG6gfCxLW9gH57F14dffZW3G8XKT8FCQTKMCYr3lpDRG9W6ydBQp3qc9KpMhp1M7Q_zmcN5T8mCKKCyScW15mmLK2V86-SW6hfX3-8j17W1W37dDfW8YjKVdW7nNJ0k79fCK9W4SzFGq5kwVysW1_mWyG1Gxm7VW3MbgXB1V-gCxW5NfBZf869k0YW4zCV2V5j5R2fV8wj0S3VZ1CrW8sZhf15vHyb4VbBXYW9c3b8PW68C8-28_1dgsW2t1MJF48LJLXN8Dc-BR5bLSd340B1
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early October. LargeCap’s forward P/E also compares to a 19-year high of 22.7 in early 
January and is up from 13.3 in March 2020, which was the lowest since March 2013. 
MidCap’s fell 0.2pt to 14.4 from 14.6. That’s up from a 22-month low of 14.3, and is down 
from a 13-week high of 17.1 in early November. That also compares to a seven-month high 
of 20.5 in March 2021 and is 8.4pts below its record high of 22.9 in June 2020. SmallCap’s 
was steady w/w at 13.7, slightly above its 22-month low of 13.5 at the end of January. 
That’s down from a 13-week high of 16.1 in early November and is now down 13.0pts from 
its record high of 26.7 in early June 2020 when forward earnings was depressed. During 
March 2020, MidCap’s 10.7 and SmallCap’s 11.1 were their lowest readings since March 
2009. LargeCap’s forward P/E in February 2020—before Covid-19 decimated forward 
earnings—was 18.9, the highest level since June 2002. Of course, that high was still well 
below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares to the 
post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s 
P/E yet again last week, as it has been for most of the time since August 2018. In contrast, 
it was last solidly above LargeCap’s from April 2009 to August 2017; MidCap’s current 24% 
discount to LargeCap is up from 25% a week earlier, which was its biggest since September 
2000. SmallCap’s P/E was below LargeCap’s for a 78th week. That’s the longest stretch at 
a discount since 1999-2002; SmallCap’s current 28% reading has improved from 31% 
several weeks earlier, which was its biggest since February 2001. SmallCap’s P/E had been 
mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it 
was at a discount for a 34th straight week; SmallCap’s current 5% discount to MidCap’s is 
up from a 9% discount in December but remains near its lows during 2000-01. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings 
season—which came in substantially better than greatly reduced forecasts—analysts as a 
whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains endured through the latest Q4 earnings warnings season, 
when forecasts typically decline. The S&P 500’s Q4-2021 earnings-per-share estimate rose 
25 cents w/w to $53.88, and is up from $51.08 at the beginning of the quarter. That $53.88 
estimate represents a gain of 26.5% y/y on a frozen actual basis and a 27.2% y/y gain on a 
pro forma basis. Q4 is on pace to mark the fourth straight quarter of double-digit percentage 
earnings growth, but growth is slowing for a second straight quarter. All 11 sectors are 
expected to post positive y/y earnings growth for a third straight quarter during Q4-2021, but 
double-digit growth is expected for only eight sectors; that’s down from 10 sectors doing so 
during Q3. For Q1-2022, analysts expect S&P 500 earnings growth to weaken to 5.3% y/y 
on a frozen actual basis and 7.0% on a proforma basis. Double-digit growth is expected for 
just five sectors in Q1-2022 and three are expected to record a y/y decline. Here are the 
S&P 500 sectors’ latest earnings growth rates for Q1-2022 versus their blended Q4-2021 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7CgXGfW3_C_mY6BncbhW6BbQ7V5plqWMW2sHYvP4zn6Y1VWBGtv1C886WW2YYkCS5HSHNGW7dsLFG4Fl12FW6LHd4H1Ln9QkVYcCgp6-ZZY2W5lwLq358vdfKW2xW_Kv9jV4GHW6qc8C88Thxz4W6ZZ6WT2Y5m5QN2tB1YFMq07PW8Vj52y2NJbw3W5CcsQ41Jg2SdW5pNtsR6GLFwbW6_70vF5pJLh5V4Yn1J4PPhfLW2ybwqh5Pmn4pW8KkrTC7JncJYN5jNwNKp9Z6hN1kq1m-c4R25N8wLN95thrdlW8pWFwJ6YWmWB386-1
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growth rates: Energy (190.5% in Q1-2022 versus 11,180.4% in Q4-2021), Industrials (38.8, 
40.6), Materials (34.7, 64.1), Real Estate (14.5, 14.9), Health Care (11.4, 23.8), Information 
Technology (7.6, 23.3), Utilities (7.1, 1.6), S&P 500 (7.0, 27.2), Consumer Staples (3.2, 
4.6), Consumer Discretionary (-2.2, 11.9), Communication Services (-3.1, 15.7), and 
Financials (-19.1, 8.3). 

 

US Economic Indicators 
  
Consumer Confidence (link): “Concerns about inflation rose again in February, after 
posting back-to-back declines. Despite this reversal, consumers remain relatively confident 
about short-term growth prospects,” said Lynn Franco, senior director of economic 
indicators at The Conference Board. “While they do not expect the economy to pick up 
steam in the near future, they also do not foresee conditions worsening. Nevertheless, 
confidence and consumer spending will continue to face headwinds from rising prices in 
coming months,” she warned. Consumer confidence slumped for the second month to 
110.5 in February, after climbing steadily from 109.8 in September to 115.2 by December, 
as the expectations component moved south. Consumer expectations fell for the second 
month to 87.5, after rebounding from 86.7 in September to 95.4 by the end of the year, 
while the present situation component ticked up slightly from 144.5 last month to 145.1 this 
month; it has been moving sideways the past five months. Consumers’ appraisal of current 
business conditions and their appraisal of the labor market both were mixed in February. 
The percentage of consumers saying conditions are “good” fell to 18.7% this month, after 
improving from 17.9% in November to 20.0% in January, while the percentage saying 
conditions are “bad” fell to a six-month low of 24.7% from 27.4% in January. As for the labor 
market, the percentage of consumer saying jobs are “plentiful” dropped for the second 
month to 53.8% after rising from 54.8% in October to 55.9% by December—though this 
month’s percentage is not far from September’s record high of 56.5%. The percentage 
saying jobs are “hard to get” fell from 12.0% to 11.8% this month—not far from its record 
low of 9.6% posted during the summer of 2000. Meanwhile, the percentage of consumers 
expecting business conditions to improve fell from 25.6% in November to 23.4% this month; 
it was at a record high 42.5% in May 2020. Those expecting business conditions to worsen 
eased from 19.7% to 18.1% this month; it was at a recent low of 11.1% last March. 

Regional M-PMIs (link): Three Fed districts (New York, Philadelphia, and Richmond) now 
have reported on manufacturing activity for February and show the manufacturing sector 
slowed for the third month. The composite index (to 6.7 from 10.2) slumped to a 21-month 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgRf5W6_tNFG4Gs2kZW6wm0M93rd6VkW2HMSf77fD3BFW267KYX6Qp-LCW8Hwn3m87Tzp8W17wGnB1QRgplW4WsPLK1kSH6mW36dC8s2n5cFJN684SwM2VWpwW4wDFF55nSP4pW38GmRF4Y83stW7LCWSg9ls8V7N4p6G9FqPcJ9W2BhNvn5pCNkrW726pg94ZWPfCW6TfwgR6hR6wYW1frttD5_8sYVW66qRP73WZk7nW1q6smN7tdQz8W1rH83s7ZcqFdW80-Lhd3kkTmyVtmSwk2TfQn_3hpY1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5Hk3q905V1-WJV7CgBPTW9ktpG88TYPZvW7nJ_MT1-zVbPW6LKm4t2dbT9TW4hTdYL6szJSKV-D7Ds4GG4WDW2KmG0m3F_kScW8LgB6f6hlyJBW2h4J__7SNF4XW6Kvm2p6JyCjTVzV26W5Qq4MMW5pQY0W3jcsLbW2x6T7D3xFxSFW6z8lY040S2XxVjRHvs42-lJ2W7lk09X3R4T_WW7rsQsW778hyJW8tF2tr6kdJZNW7mDb4B34DZZHW2YJDjj74dP3fV5vwC81R45d0W42YJbM158s1QW5mvGsy57fKBWW8HL75f4TVkm_W1TTHQf93ZNgl340K1
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low this month and was roughly one-quarter November’s pace. Both New York (to 3.1 from -
0.7) and Richmond (1.0 from 8.0) composite measures show their regions’ manufacturing 
activity at a near standstill in February, while growth in the Philadelphia (16.0 from 23.2) 
region lost steam—though remained at a respectable level. The new orders (4.2 from 6.3) 
measure remained weak, considerably below its recent high of 27.1 in November. The 
Richmond (-3.0 from 6.0) area showed a slight contraction in manufacturing growth this 
month, while New York’s (1.4 from -5.0) moved from contraction to expansion, though 
barely. New orders growth in the Philadelphia (14.2 from 17.9) area slowed a bit this 
month—considerably below November’s 47.4. Jobs (25.1 from 15.4) growth remained at a 
relatively healthy rate in February, with growth picking up all three regions—Philadelphia 
(32.2 from 26.1), New York (23.1 from 16.1), and Richmond (20.0 from 4.0) regions—and 
Philly’s back near its record high of 33.9 in December.  

Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for February from the Philadelphia, New York, and Richmond regions. (Note: 
The Philadelphia and New York measures are diffusion indexes, while Richmond’s 
measures are average annualized inflation rates—which we multiply by 10 for easier 
comparison to the other regional measures). The prices-paid measures eased in all three 
regions this month: Richmond’s (to 122.7 from 143.2) slowed from January’s record high; 
New York’s moved slightly lower for a third month from 83.0 in November to 76.6, just south 
of May 2021’s record high of 83.5; and Philadelphia’s eased to 69.3 in February from last 
June’s cyclical high of 80.7. Meanwhile, New York’s (54.1 from 37.1) prices-received index 
shot up to a new record high in February, while Richmond’s (87.7 from 112.7) slowed from 
January’s record high. Philadelphia’s was little changed at 49.8 this month, down from 
November’s 62.9—which was close to its record high of 63.8 in the mid-1970s. 
  

 

Global Economic Indicators 
  
US PMI Flash Estimates (link): Private-sector growth gained momentum this month as 
companies “reported a notable recovery in demand from Covid-related disruptions at the 
start of the year,” according to the report. February also saw an acceleration in both input 
and output prices. February’s C-PMI recovered to 56.0 after dropping from 57.6 in October 
to an 18-month low of 51.1 last month. The service sector led this month’s gain, with the 
NM-PMI rebounding 5.5 points (to 56.7 from 51.2), while the M-PMI climbed 2.0 points (57.5 
from 55.5), boosted by stronger gains in output and new orders—though the supplier 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgCccW5XN3sF7j6F45W4TcYw01jQSy-W4wg1CF7DN6KCVbJYmv7CR5-ZW7SqTTp2_s32WVtvJgP7zlHbWVF-B_S5vlq8NVxLzhx1QvzB_W1-y5S_2GfvK7W8hZsGQ4PR6scW4-PQnB3LN7tZW2ypK-82dQJt_W8qMtcx5jcwMrN1H5WVfWYZf2W6wKpxH6Dhc69VDWNxJ57K35KN5rhY-yR27_pVHR7Ww2YMcyvW6BmxrP7BrzRwW5MrlSN82_zJtW7wwDgV3sRSLMW6j0SMq5VmjCM3jW31
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgP4-W2yP3zR1YSynZW8ypJBl5mYfKTW2WKVzq1-795DW6hlSkS698GMzW2msZs51BH3zSW3cBwtv1kv5T9F1jnj41Mj5rW7STLYk7cNddDW6THg1Y3wl4KSW3qz25X4P7S36W7kNl9W8PLtnLN6wSVlXpPZvcN2_v2mj-ZC1SW5qdctk61GXvCW4cVWhH1r0jhvW8mhKcV53kpVJW6chqHv39y-KmW2Fhnln27FCdcW52bySk1BWPvYW1rzN278R_GwvW4Vgd8C5Xxc7kW65xgzS5FdZhc3gw21
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delivery times index continued to inflate the index somewhat. The report notes that both 
sectors recorded stronger expansions in output, with “companies linking growth to 
substantial gains in new business, employees returning from sick leave, increased travelling 
and greater availability to raw materials.” Inflationary pressures intensified, with firms’ costs 
rising at another near-record pace, and companies passing these costs onto their 
customers—resulting in the biggest increase in average prices charged in the history of the 
survey.  

Eurozone PMI Flash Estimates (link): Growth in the Eurozone accelerated sharply in 
February, according to flash estimates, and prices rose at a record rate. A relaxing of Covid-
19 restrictions pushed the Eurozone’s C-PMI up 3.5 points (biggest monthly gain since 
March 2021) to 55.8, after a rise in Covid-19 infections—associated with the Omicron 
variant—pushed it down from 55.4 last November to 52.3 by January. A big rebound in the 
service sector accounted for this month’s jump in the C-PMI, with the NM-PMI shooting up 
4.7 points to 55.8 this month, following a two-month slide of 4.8 points to 51.1 in January. 
The M-PMI (to 58.4 from 58.7) was little changed at a robust rate. By country, growth was 
especially strong in France, with the C-PMI (57.4 from 52.7) climbing to an eight-month 
high, boosted by a big jump in the NM-PMI (57.9 from 53.1) to a 49-month high. France’s 
M-PMI (57.6 from 55.5) also contributed, picking up to a seven-month high. The service 
sector also pushed growth higher in Germany, with its NM-PMI (56.6 from 52.2) 
accelerating to a six-month high, while the M-PMI (58.5 to 59.8) slowed a bit from January’s 
rapid rate—though continued to outpace the service sector. Meanwhile, the report notes 
that growth in the rest of the region, as a whole, continued to lag behind the two biggest 
economies, though did show strong growth in February, after stalling in January.     

Japan PMI Flash Estimates (link): “Private sector output falls sharply amid Omicron wave,” 
was the headline of Japan’s flash report. Activity contacted at is fastest pace since June 
2020, as the Omicron variant of Covid-19 led to record case numbers and renewed 
restrictions. The C-PMI contracted for the second month to 44.6 in February from 49.9 in 
January and 52.5 at the end of 2021—with both the service and manufacturing sectors 
contracting. The NM-PMI sank to a 21-month low of 42.7 this month from 47.4 and 52.1 the 
prior two months, while the M-PMI showed slower growth in the manufacturing sector, 
easing from 55.4 in January to a five-month low of 52.9 in January—though manufacturers 
signaled a reduction in output for the first time in five months.   

Germany Ifo Business Climate Index (link): “The German economy is betting on an end 
to the coronavirus crisis,” Ifo said in a statement. “However, the escalation of the crisis 
engulfing Ukraine remains a risk factor.” Ifo’s business climate index advanced the first two 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgZwMW5n57fq5XcyQ7N86Gl3Dfqkc6N8pvh8PnvfdZW1MStLf76sYnyVFsmjQ7Qg06PW6D03p34HB5r6W176VmZ2Twq_jW1b6JyT2SRGHrW75hfLV37lPKhW1MP0cw13wqcGW12c7bV36M5ysW8D_JpC4jf2HdN6z4j-C62zVDW8FlsY28j4XFnW9fgkV82xm4YNW5gwY997bFx8BW7HCD4T5MrfnZW2QlCqk434DCzW7_vLCc5wZltdW29dLt42m-sHfW6s7cN33dvT8SVzjwnt7cDPQr330y1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgWQ9VbzbvK27c_vfW7KD7tP78nmt6N6LF-YP7LsTvW1lTSH15X54srN1nkPWfxBCJxW6CS62L5ML11xW99KWG83stm1WW5y0FgN8nF7y_W6g-g1k8rPXh6W9fSs5l2rPd-kW5TgdJL9cC_3sW5-d7vm5Bp8WxW8S2nBv66qPZ1N5RnPmqlV5BTN5H8QgT3CVq3VWhtWP81z7-lW7bMvcW32lzw4VGqqnM680PvcW855spY4QSxZpW27yYJC3T_X99W8jf6Lp8gbZFnW12HCJj1cJ_qh3fyq1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VXdVrb1YLbn3W1lrMb24-sXTKW2_PQhc4FTbmfN9cd5H13q8_QV1-WJV7CgP53N5J4sZyFD9zpW7sVyJb2shG-8W5Ns-Qz2VtJTlW74wT1K6KN2lLW7gf-Ff1M-HMrW4LzKWN6tTF99W4qFKQr19HC-gVK1B9T15-1prW5c9s-C3QsG9vW5gnq871Vnn8hW8jpdxv22NwqgW69B-WB5G2_7xW8WPtHg7Tj49PN7dqtt-JGVPyVC-C316c8N0nW1t_P-S65lcvtW6w70WK3DNT9nW1sdxkc4qtz4NW6dVY_L5NqYkxW81Lj9M74PnTxW7xr6tN3mBSYKW5_1TFG3nZpCz36m71
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months of this year, to 98.9 in February, after sliding the last six months of 2021 from 101.7 
in June to 94.8 by December. The expectations component drove the gain, climbing 6.5 
points the first two months of this year to 99.2, after falling steadily from 103.1 last June to 
92.7 in December. The current situation improved for the first time since August, climbing to 
98.6, after sliding the prior five months, from 101.7 to 96.2. The manufacturing sector (to 
23.5 from 20.0) improved again in February, with both the present situation (35.7 from 32.0) 
and expectations (11.9 from 8.6) measures moving higher. The service sector (13.5 from 
7.7) also improved noticeably, with its present situation (19.1 from 13.4) and expectations 
(8.1 from 2.2) components also moving higher; the latter had dipped into negative territory 
at the end of last year. Sentiment in the construction sector (8.3 from 8.0) barely budged 
this month, as an improvement in current conditions (33.6 from 33.0) offset a deterioration 
in expectations (-14.2 from -11.9). The business climate in the trade sector (6.6 from -1.3) 
moved from negative to positive, though both wholesalers and retailers continue to report 
supply bottlenecks.  
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