
 

 
 

 
MORNING BRIEFING 
February 28, 2022 
 
‘Stop the World—I Want To Get Off!’ 
 
 
 
 
 
 
 
 
 
 
 
 
YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays are 
available here. The presentation lasts about 15 minutes with another 15 minutes for Q&A. 
You can view a replay of Dr. Ed’s recent one-hour webcast on “Predicting Inflation” here. 
  
Strategy I: Sound of Cannons. Nathan Mayer Rothschild is said to have uttered these 
words during the Napoleonic wars: “Buy to the sound of cannons, sell to the sound of 
trumpets.” One of his biographers couldn’t find any evidence that Rothschild ever said that, 
though. In any event, the financier made a fortune scooping up investments based on early 
information delivered by his courier of the outcome of the Battle of Waterloo. 
  
No matter who said it, the adage seemed to work again on Thursday of last week, when 
Russia invaded Ukraine. The S&P 500 opened at 4114.65, down 2.6% from Wednesday’s 
close. By the end of the day, it closed at 4288.70, up 1.5%. The cannons were still going off, 
but it increasingly seemed during the day that Russia might achieve its goal of removing 
Ukraine’s government within days. In addition, in the early afternoon Thursday, President 
Joe Biden announced weak sanctions against Russia, suggesting that the economic impact 
of the war wouldn’t spread beyond Ukraine for the time being. 
  
Also on Thursday, NATO countries declined to ban Russia from using SWIFT, the global 
financial transaction system, because the Europeans need Russian oil and gas. By not 
doing so, the Western allies reduced the risk of a severe European recession. However, 
they also failed to punish Russia for its aggression against a sovereign nation. Consider the 
following: 

 
Check out the accompanying chart collection. 
 
Executive Summary: “Buy to the sound of cannons, sell to the sound of trumpets.” That advice 
worked on Thursday as Russia invaded Ukraine. What about that shocking day reassured investors 
enough to drive the stock market up? We take a look. … Also working that day was the Bull-Bear 
Ratio’s contrarian buy signal. … Economically, the war may bring heightened global inflation, more 
supply-chain disruptions, and possibly higher energy prices. For the US economy, stagflation could 
result, but we still don’t expect a recession. … And: Is madman Putin’s plan already doomed? ... 
Finally, Dr. Ed reviews “CODA” (+). 
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgTZjW3th7wD1h9XqSW1vntHl6YnNq2N7HCLGFKbYJ6W43z5L06k-BcjW6TCDPV1mxVL1W5QblR83T78f5W5SPfbn3yB58vVBDV9G6JjtBCN1ZQfmcGy2BTW7Gv8zT1yCDrGW1YRDxF99l7DTW76QsC-4CvCKyW4PrGSr7DqR6MMW4KBgJQC2_N7xYd7RKffQ5W3HHWSG6wczXKW5-J6Sj37NKB3W3Xpyk21Xqpt1W2jlrVH2zyGTYVkCQpv8vMsT2W97sQyp2YmZs8W7-922c397QD233kx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHq15nKvJV3Zsc37CgWzDW7TdZFT52132vW8MTHr68M-969W5VG_Xj7bgVTDW46SGMG1PQs2gW9fwyDT3D2sGfW4D1b2Q8YtFpMN4Ck_RH63tfxVbHMT61rpY9LW55tp_V1DLlKgW4VdyZS2h2qVjW1N9x3G5Xbc_0VPtRb41vDS4HW1s801k7BZRkQN8yy6CDN2yNzW6_q5wn2g5YbpW6sYwXn4zw3jnVXNgr_7HHnBsW5ghkjr2r6xD7N96yWl0Dt-5RW16ftyF7t3HCNN3cX_SMh5PcvW2M7Zjn2Jwr0BW3FgV1c4byQ4MW6SMdwr6yC0XLN6ZJkBK9TcWpW8d6mtx3zcggrN3rhGDFGdXy8W8m4JXr5DTLFWW5wXzwR7mnJQ7W2zhlCg1wc3DRW2grJSB7XS9WzW4V6xkT4wHvFbW1H3x3v14D0WkN6K6VNy7H5kTW3sXx0b3RF8YFW7Wjw1M97Kx6x3nSR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgQFDW9hwvPz8WJQ_LW18Yy8q3J_Qb5N5k8syCjj3wkW6_TmQt4y-t3GW5s81733Dvs33W55z5jn4KsmZTW1TXWch3b-B-LW4TnT3N5Jv9dTW2rHsDw1YgBjxTvR898hTSLMW6HcMw87fP2McW1bZ-006BP19HW634MX04nfSzDN2nDqZHfk4XpW6l2Mbf3Bsp1TW4-XNKC38Lt9wW1zJmvm5Knw1LW6_p6_C4JYssWN3FjZ6yYpXMDW3JLvh01GmG5nW319zhV2ZrhVWN5J89nT_kfB3322-1
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(1) Russia produces over 10 million barrels per day of crude, about the same as Saudi 
Arabia. Multiplying that output by $1.00 and 365 days shows that every dollar increase in 
the per-barrel oil price equates to annual Russian oil revenues of $3.65 billion. At an oil 
price of $100 a barrel, Russia’s oil revenues are around $365 billion at an annual rate 
currently. 
  
(2) The European Union (EU) is Russia’s largest trading partner, accounting for 37% of its 
global trade in 2020. About 70% of Russian gas exports and half of its oil exports go to 
Europe. The EU receives nearly 40% of its gas and more than a quarter of its oil from 
Russia. 
  
(3) On Thursday, Ukraine appealed to the international community to remove Russia from 
SWIFT. Initially, the call was backed by Lithuania, Estonia, Latvia, and the UK, but the US 
and other European countries resisted, with Biden saying that depriving Russia of access to 
SWIFT was “always an option.” Then over the weekend, the EU, the US, and their allies did 
agree to cut off a number of Russian banks from SWIFT. 
  
SWIFT was founded in 1973 to replace the telex and is now used by over 11,000 financial 
institutions to send secure messages and payment orders. Removing Russia from SWIFT 
will make it much harder for financial institutions to send money in or out of the country, 
delivering a sudden shock to Russian companies and their foreign customers—especially 
buyers of oil and gas exports denominated in US dollars. 
  
Strategy II: Market Reactions. Like the adage about buying stocks when the cannons are 
firing, the Bull-Bear Ratio (BBR) also seemed to work on Thursday. The day before, 
Investors Intelligence reported that this ratio had dropped to 1.04 during the week of 
February 22 (Fig. 1). Readings of 1.00 or less in the past have coincided with great buying 
opportunities, as Joe and I observed in Thursday’s Morning Briefing (Fig 2 and Fig. 3). 
While such readings don’t rule out further near-term declines in the S&P 500, they do 
suggest that buying bargains when the BBR is at 1.00 or less makes sense for long-term 
investors. 
  
The S&P 500 continued to rally on Friday, rising 2.2% to 4384.64, which is down 8.6% from 
the January 3 record high of 4796.56. The index was in correction territory on last 
Wednesday, when it closed down 11.9% from the record high. That makes it a 51-day 
correction, though it was actually only below 10% for three days from Tuesday through 
Thursday last week. 
  
Now consider some of the other market reactions to the sound of cannons: 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgQHSW5Bs6b22-RYwHW9cdYfz1FpP9bN4Ktdv8-_XcNW6BVjWz2bnqHhW39TvjL8MkvCnW48Dv5S8XD-9sW526htf8VHfv3N6-ltxgv4QY2N44gmh4HdrHhVf0Qh41fVDVrW4Y3twP2hqnDGW5w9HQ52mbNfgW8D4fh34X2hqVW3fWgvX9dMyMdW37YxPz7ZjNpyW7RHL0Z73f2pYW7M-17l5zq6drVqNFgY6RV3KQW87J16r2nm6FGW1ZhBTY8hXt4LW1530Wr7CZyMWW3BcLHk1sFvsH35FM1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgSFSW7kBqfm6-Y2MRW5xlmKM487nXrVDq8z03_8L_xW4sb09x90TrRQW7Wt_Kf3Qs6BnW1GgTxN7M1z5kW764VNN1xCskgW1S62xg8vyfngW8h720l20N6L-V2R4zN3Wqm0LW7JYHN_1_CHs3W7W_b6956GcNmVdyM5q980121N5TLKgxdlfxjW7C2zTV67M2zjW7gRZrf4v9G7lW5SGwLM3Nk4kBW5Tb91Z1rPpy8W1M4PPM2NJKLdW4pM91y4t6c5kW2XkJZx7G2rVxW8qt_5Z3fDdXTW8ZFNpY79_tf1W94wVnB3GhLtP35Sh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgTz-W1BbRrR2hSNrYW45QbGC3F2zfFW4c9Lsb50y0sJVn4dYG8mQ7sPW7J8GZf4KLg_1W2_3YBt8p6L9YW22GQYs58yD3pVttrNm577GZ0W8_TLqR1xpX3fN3jMCbZLgg2ZMKgsQ9fdFHXW1k_FyY1LNc65W4kJJm_5Jw60_W54-GMd18kycgVxv1Gy2jRHy_W2H2h8F8dgSM0W2bRGz51j2VsGVsnjDv2DshRnW75KZ1x2wtrTqW4lNPqn2m_qzsW4vhjH_8Kb0v7W3st6pF5nBv8Z3lBt1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgV0SW6hN19141ys_HW6BlYj73Xz9_gW8gtk6p766kl_W6TNd8r8g4SnlV-C5l94slyqkN1B-h3N1MyLZW4GjcWB86nX4DW2b-HhF2GbYRnW1XhsY67zM7kZN291Z0x48Jj4W6hm7pW6ZX429Vt7spH4d_SvFW7K-WC98_XlTtW38Qwbg2Yp7-BW6Hh9Mq1dk2tBW2pNCB04yLr0TW35n8rd7069KRV6lp4_5fcwB0W3fZd3Y5p6rTFM_DPd-kTP-PN7Chwl8_lBGFW3xy1_m6Mw25X3hKP1
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(1) VIX and credit-quality spread. The Investors Intelligence survey found that the 
percentage of bears rose to 31.0% during the February 22 week, the highest since May 
2020, when lockdown restrictions just started to be eased (Fig. 4). This series tends to 
closely track the daily S&P 500 VIX, which rose to 30.3 on Thursday, February 24. That’s 
elevated, but not alarmingly so for this measure of volatility, which is also highly correlated 
with the credit-quality yield spread between the corporate junk-bond composite and the US 
10-year Treasury (Fig. 5). This credit-quality yield spread was 376bps on Thursday, a 
relatively low reading, signaling calm in the credit markets. 
  
(2) 2-Year Treasury yield. On Thursday morning, the 10-year Treasury yield fell to 1.85% 
but ended the day back at 1.96%, recovering along with the stock market (Fig. 6). While the 
Ukraine crisis might cause the Fed to tighten monetary policy more gradually, the 2-year 
Treasury note yield ended Thursday at 1.54%, implying the same expectation for the federal 
funds rate—six 25bps hikes over the next 12 months—as before Thursday’s invasion. 
  
(3) Yield curve. The yield-curve spread between the 10-year and 2-year Treasuries 
narrowed from last year’s peak of 159bps to 42bps on Thursday of last week (Fig. 7). That’s 
raising fears that it might soon turn negative, which has often signaled an imminent 
recession. The fixed-income markets are sending conflicting signals, suggesting six rate 
hikes over the coming year but also increasing risk of a recession, which suggests fewer 
rate hikes. 
  
(4) Commodity prices. Commodity prices have been soaring since the second half of 2020, 
contributing to inflationary pressures. They continued to do so in response to Russia’s war 
on Ukraine since the former is a major exporter of oil and gas and the latter a major 
exporter of wheat. The nearby futures price of the S&P GSCI jumped last week to the 
highest reading since June 2014 (Fig. 8). The price of oil is heavily weighted in this broad-
based commodity price index. The nearby price of a barrel of Brent crude oil jumped just 
over $100 last week for the first time since September 2014 (Fig. 9). The S&P GSCI grain 
index also climbed last week, to its highest level since October 2012 (Fig. 10). 
  
(5) Feshbach’s technical takeaways. I checked in with our friend Joe Feshbach for his latest 
analysis of market technicals. He observes: “The violation of the prior S&P lows followed by 
a strong reversal is a classic bottom pattern.” However, Joe says that the put/call ratio didn’t 
pop up as much as he expected. He concludes, “so it still leads me to believe that the 
trading range we’ve been in will continue.” Regarding the oil market, he notes that its price 
was up significantly before Russia invaded Ukraine and “a strong rising market many times 
will peak on a news event. Thus it’s my view that oil either peaked above $100 the other 
day or is at least close to its peak.” Thanks, Joe! 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgMtwW2mYdLP4JFGkDVZzLSf3sXyzXW7YnD987z2q41W8vwrWH8FGhYlW7sss976mR5dKV586qf8wp_RHW622sRq47GFFQW5r7K3K3LC75jW6ydYfJ1hscXvN5GBN1JgyqHTW2lDqLG7_w7X1W8STTj88F9M1FW4xRX5B3XYS1wW2d17cK6n-FYmW3hQRDR6Z8GkQW99VN3b7LbCPYW7S0WQT1_7Vc8W8r__6T8TvLRwN2hj0Sc5-M-fW5nL9gr4FsLPYW6MF5rr2GJklYW139Br626txQz389Z1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgY8HW2QqZh95_WYcRW32LkMq3XTfPFW34bglJ3cVX1bW7bcdDC3S68gFW79KcsX2t_LVtVGmhbq7--jZ3W4dw91l87yp_7W7NGK5G8Pvk6KW3xrd4b6p-ZL2W7bNGrF3X-pqqW3D2qD_5_yMFsW1fGz425YZQZ6N3ZBq3KsJwP5W7WD71-1937N1W2bX5m-5mQ1tfW20r13B21jrPlW8wjvTV8yVCgtVFXX1l1dBw-xW7r0rD27dZKLLW4mjD6H1Pqlb4W5_jxB86qpZClW20CJrC5V_9Ss3pHs1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7Cg-khW7_WpjP4mLtX9W8WWVNy8RF4HGW5cw_0H7rrZt1N34h_5pBfjmgW6kK5Jc6MwVZsV2nR2P72Mpk9MdCLfld0BsZW4x7bmR2-gY8KW2bT5gw4mHR3zW2G4tD433fGkwN46lnVd1LdJmW1zVtC73VTYy3W2LYPNj8VBYjgW81pvFD80GnJYW46WTzs87CPdMW58nT241-DxYSW86md9z6xrh3vN2SDRsK_c7LHN4vT0YPd7VJMVkDXzc3qxf_YW7C94WH1ylpSDW2VSmQh36rJYr3fT71
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7Cg-zgW3t1wvT4-gJhsW15RG7K4J-TxJN1Xf2jgDKzhgW4cF3j14zX1hpV6gTbK2NB7qFW8X-DgQ2nLyTYVH3R-k5VqP3rW636kTc8nKJcMW2krLCT6Rx6BYW57-38373nzb8N4j8VhjtrdpKW8C5lZD8b3YlyW5ljcGM7H8RPNN2Y9rfMcxSHVN6kRw8lVBD1qW1rbZk-1zjC5LW1tlqrD2pps8MV3CqZB1HnYS7N6zYYrQbskB9VPZDYm6J9t9YW3srs9p7_-NbfW1TsZHw42FWVg32b31
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgMHdW6Kl2p83F-K-ZW2VB6Cr3dLljHW77mst86t2dxZW8vCqJp3rQ5bgW6clPdR6Ngfp3W7G_Fhr971v69W2kyhPS40__8TW6wRKJ272zFsrW90mDbq2849_MW9d21Dh3Q2Tc-W3f7MxV4vtsRzW8rZF3814byZVW1MskwP2d1BWjW79sWqy7SB1NJN987tQ_gsn6KN50z9qS6GmBfW6bF2CV51Vp_VW8qzlm_416CbxW4Zp4ts48HYxdW72NCsL7NrRjwN80p7SNbGg81W5V6shP2F5fgz3d8F1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgH4MN1573QyfF9DJW1sd0L71hGdSbVYhlwv62-47SW5sR08B4d-dSdW71XJS498dmd1W1WhvmG3rzsbbW8460Qx2NWc3xW8r5wMJ5z5XW5W8x7BYy5NQftNW5VDK-26MWz-lW1ZSjLs6DR4gMW8JwV7s3j71f9W7z6LD53GhNM-W1qY_Bk2JkkLnW3wdDr43XL4WvW2sR7T28FhtdGW8Zcdnb9fD9_qW4V-W2r5Kb9_LV56Qr37N6mYvW8zVFMh3vh_9FW5P5_Jv1-FZmkW37_-8W8K0S8K34Mf1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgYSZW4wLXLs2LsSTlV5x4Cn6gGZRrW6bcxVj6SHY_5W81HqlY1cvNZZW3sSTPl15Q-5sW3vcY4j6BxHHrW79DF4K4l9_5FVf4npV50_vBXVjt3RD3Ckt0JN9cdbBwQhMLqW2HVL688n-cRQW1y8PZ06WQ40pW1V6PH_4s8rRDW5rQD3s6H54JVN22XdTMSdgwtW4MfpPK8PkcqSW78qnYc1rmpvPW5Zl_r85v1LxMW5ywtTG45mJmwW7q9bym7xtRMxVhgppR7Bm38nW5HS-Fm8rr1PDN3-s4HnNRpHZW5YRjFt8dKcC834Yl1
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US Economy: From Inflationary Boom to Stagflation? While the geopolitical world 
seems to be spinning out of control, the US economy is still in the midst of an old-fashioned 
inflationary boom. The key question is whether inflation is spinning out of control. 
  
Events in Europe are boosting global inflationary pressures and are likely to exacerbate 
some supply-chain disruptions. If energy prices continue to soar over there, the result could 
be a regional recession that could depress US economic growth. Higher inflation here at 
home could also weigh on consumer spending. These developments could result in 
stagflation (i.e., slower growth and higher inflation). 
  
Could growth slow so much that we get a recession? It’s a possibility if the Fed were forced 
to do a Volcker 2.0 to bring inflation down, but we don’t expect that to happen. 
  
You might be thinking: “Stop the world—I want to get off!” (That happens to be the title of a 
1961 musical, which was revived in 1978 starring Sammy Davis, Jr.) But don’t jump off just 
yet! Consider the following: 
  
(1) Booming economy. January’s consumer and business indicators were very strong. 
During the month, nominal personal consumption expenditures jumped 11.8% y/y and 2.1% 
m/m, led by 12.8% y/y and 5.2% m/m gains in spending on goods. Real personal 
consumption expenditures rebounded 1.5% m/m in January, after a two-month decline, as 
real goods consumption jumped 4.3% m/m (Fig. 11). As the pandemic continues to abate, 
spending on services should strengthen considerably (Fig. 12). 
  
Durable goods orders continued to soar during January, as Jackie and I recently mentioned 
they had done during December. Businesses are on a capital-spending spree as they 
scramble to boost productivity to offset chronic labor shortages. This explains why 
nondefense capital goods orders excluding aircraft is up 21.6% over the past 24 months 
through January (Fig. 13). And by the way, there is almost no lag between these orders and 
their shipments series, suggesting that the supply chains for capital goods is working just 
fine! 
  
(2) Inflating economy. The bad news is that there is no sign yet of a peak in either the CPI 
or PCED measures of consumer price inflation. At the end of last week, we learned that 
January’s PCED rose 6.1% y/y, the highest since February 1982 (Fig. 14). Leading the way 
again was the durable goods component of the PCED, with an 11.6% increase caused by 
big jumps in the prices of used cars (50.9%), new cars (12.5), furniture & home furnishings 
(12.7), and household appliances (10.8) (Fig. 15). 
  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgJh8W1PcVhD9d5_vMW5jY_V65fTjxBW8vgQ_G61jwcjW3y619F1H2jvLW5kHfWf7nW9n_W60nTj_6Sg6jyW7mCBcm51lDmfN4_zQTTFS43JW3f859c22fWWcW967Gg-4SH4_-W6zRnDW4TYjnCW57KKf37rv_4yV4GSd96mwbL4W7Lx2QN3HJQCfW1GsH5k1z4qFvW3NJp9412MmYsN9cm4bwNnlbBW5sK3Bx7S-LSyW3CZrfx2XNB_TW4FHLXf1mZLHmW8yh2lM7QKQHrW81Wl1Q8zh6bCW1wh1nm3l5FlDW5c73vN4HhPmd35bx1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgMz_W1CPB6h9k8dJDW3HrpJc4nBqyvW61F9ks1bH3F3W8b6Cn111lrDlW527qDD2gycF1W118bBN2MqSNPW7lHYZG1c6s-FW44N-l_7spZqbN67PRCpV2K1rW4fKYYc6VDvYFW7Qr_bD7CP55BW6qDKh457n-1JMPZPS9Vzmp_W2P4fDh95SkvXN3xbRv6SZ0WvW80pL3Q3Gh0stN2PfgXm_bgrGVcLntd5YHBKlW5mldTm3dVjXqW6fj87W5qzJcgW3S8-Tw2xY2YsVchF_61W57xvW4GM-ST93RmFDW5c1pwh58Gm9636gC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgBTgW8R-xCP2qc83mW9djcHZ85y7SJW1hf0wW5gfQTdW7y9fMF9dcTn9W5v-HDS5jyYFcW2cH6Tc7K-sp1M3pRm__pQ5KW145jG37Tn9JnW3qcWCn6l3XpYV69Swd8Tnrt_VsFLRX61qZlhW33CdhS62b-ljW3rSLcX7V8hcvW3gJYK78ljXlYN6jN31Gq0HV2W2YPyVQ5ZPSymW8ZL7JV8wY5qmW7Q_Nks9lFP-9W61xJZW6WRSxJW4P-05_89d39KW4vszxl4bwbsvW8y_nwc2rlTCnW3m8t8G70kp_SW1B50rw3FMjYL34WL1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgV-zW5SRGJy5nSkC7W50HX1R2hBfBqW7ykF8j3wVZHTW1rmW4T8Dmpp-W4dKNkL3K4JfcW2f7DSQ6CPdRdW13Kr244_zx2VW13SgwR6ZlXLXW66hJmJ76cKjwVCG1729kTZygN7PwpPD8GLkrW7sQL888976p4N5nwmwBKGTsmW19dJMx8gh-4LVT61P63dVjZtVTDdvH8NrxrnVzJmgy1wqVtFW7FrxJg12h4QkN1x5G6KWBhL5W7jpY6s7LFGm4W6c97Gt7HcNmMW3fTyWK84kjm-W1PfG466FVlN6W7rmF3y71cF563lw21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgH4XW7dwjN-4wH2wxW3H4fnk3wBPT8VkKnkX2n5XLRW4x-F_92SxQ-NW3LvcHY2M7nl3W7X0pfb5BjR2FW5TH9vC8rTGWgN8YQcSfMdh6XW46zW4z3J6Qb4W4QRqJz7mpFNcVdzRV56wK4fGW256n-m32xz7ZW5cbhKf3Sny7bW2TZzLt3m18f0W2_q_tM359hDtW2CbpnJ5p9hgMW1DCKFt21Nt6dW3KRs7k6dcyQ0W6XwYZJ4jTZggW5X7P4R4lkb9_W5ZNGf77KTR00W2wcJ_J1w1HhXW13MM9M5wcnzKW2tNrBS2N4VL237Zk1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgKk8W2RQB9D8S4sF_W7d5pHj5bw_sRW3n_8vB10NXNsN4N1ChsW-Pb_W1Vz-Jc6J_GzVW59BXp54Fp6mlN5jfC-Yy7JKkW5tW_m058tYxDN8gLDWy2L6RQW60jc8j5_3r0CW7njb1w7LRngLW66Qqn73byv4yW8fhxGc6nqbb5W38ZSNT49VdtCW82XtD66mLJMLN6R1P2vRgH3wW1jvxpt4mWHHdN7FcB02mtzPNW5dKm0w1CYBSQW6fTFd11DmxSWN7gG2BY3Jyy2W7NP7M555fXl7W6PSCbF7LW6bjW4xJsFl3nlpt52B71
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Debbie and I continue to expect that price inflation rates will moderate for these consumer 
durables. However, we also expect that the services component of the PCED will continue 
to get a boost from rent inflation (Fig. 16). 
  
(3) Booming and inflating earnings. The good news for stock investors is that stocks tend to 
do well in an inflationary boom because their revenues rise along with nominal economic 
activity. That’s happening now, as evidenced by weekly forward revenues of the S&P 
500/400/600 indexes (Fig. 17). All three series have been on steep uptrends since mid-
2020 and in record-high territory since mid-2021. 
  
The same can be said about the forward earnings of the S&P 500/400/600 indexes (Fig. 
18). They all bottomed during the spring of 2020 and have had V-shaped recoveries also in 
record-high territory since mid-2021. 
  
(4) Record margins. The S&P 500/400/600 forward profit margins also recovered 
significantly and may be starting to level out at record highs around 13%, 9%, and 7% (Fig. 
19). Joe and I discussed the impressive resilience of the S&P 500’s forward profit margin—
and those of all 11 of its sectors—in last Wednesday’s Morning Briefing. Our conclusion: 
“Does every business have pricing flexibility? Apparently so!” 
  
(5) Gradual Fed. In my book Fed Watching for Fun & Profit (2020), I describe former Fed 
Chair Paul Volcker as “the great disinflator” and current Fed Chair Jerome Powell as “the 
pragmatic pivoter.” This raises a critical question: Will Powell raise interest rates to 
whatever level it takes to bring down inflation if necessary, knowing that will cause a 
recession? Melissa and I don’t think so. If we are lucky, the core PCED inflation rate will 
moderate from 5.2% currently to 3.0%-4.0% later this year as the pandemic abates and 
supply-chain disruptions are fixed. Pragmatic Powell then might move the goalpost by 
raising the Fed’s official inflation target from 2.0% to 3.0%. 
  
Geopolitics: Czar Vlad the Mad. Ivan the Terrible was the first Moscow ruler who declared 
himself the czar of all of Russia, during 1547. By most accounts, he was one of the most 
paranoid, bloodthirsty, and unpredictable men who has ever ruled the country. Today, we 
must deal with Russian President Vladimir Putin, who is a 69-year-old madman aspiring to 
revive the Soviet Union. He is a WWII-vintage fascist, a throwback to totalitarians claiming 
that they will restore the glory of their nation and their superior race. 
  
The pandemic apparently brought out Putin’s anger and paranoia more than ever. 
According to a recent FT account, “Putin’s closest advisers are rarely allowed to come 
within 10 feet without weeks of quarantine and testing. People who have known him for 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgWDPN2gs7lqXhx5rW8v60wk8ygWpKW81xPsX5mNxDVW5YRdxT1Xd2QqW3kpNcX1JC2XXW6jGrD11L8NnZW1GWZ3v6jhH0nN7Kv5wKxywW-W5-pX8h5Q-mjlW7mCR_K88wmS8W6cKP5X3Xh-KVW39-0HK3kQ4KhW5B0D_Y8PgNPzW8XZsjw2YPZr5W8V_rb_5hz_TJN5LRCcp6fZ8LW7vP9kq5NQbl6W8_XJ7Z41RbD8W4k6bG_6BXx-lW5Kgs0J56Jq-hW1vDpDV1l5hbQW14-vWZ6pfL8cW7Rl8cH3GtTyGW9dTvP_8sfXTh3g1X1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgFlxN8mBZ1tLlgv7W5zs-4V2Gqs8xW8n_bpH11Kzv6Vvy7qx90_mH4W6fFj7J2fqm5WW7vC2_k796LXkW1P-kdX4XxcWVVxjHJK3KMgXSW82QdqZ92dqXyW1N-wp61nLXs4W2WqhDc5YfKRtW4nsq7776mY2jW178KDf4RHS6hN7yyNRftpNKlW8cYwPG1fhknLW6XKj-s5vHxs9W7wdsGc55dWFwW7K9Z7Z5yS07pW72cSt-3dvXLhW5d615s4XwyJWVLQw5M431b_sVPkLH384k21ZW7xHhYl7kRHGHN66YMWCbCVXz3mx-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7Cg-CDW7VqfjH92HT7NW1pg-xm1B8QrKN4Dmc1v7qrbWW2Yzjj67lmkzpN5rKX8p1fcqgV_3gKK544fmvW4GQTp36VNlc0W42sxTV3SSzv2V6Wdpt87j-sjW6zkXlb3ZxKJXW4MsN_m5fYhtQW3sFRqq207MXBW5WNx3h3MBzrKN6nBMT34Wc_RW2bc-l71TxjWWW5x2-X54xM6XfW6lKCS56bqvsnN3KcmyWsycLPW8P3bqB77hz_jW1KVfWq505yRZW7CrXKK5Ny5lBW7VF_DZ2SW06fW3Vvk5J2wxqmSW4nD0BD6G-Ng43pn11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7Cg-CDW7VqfjH92HT7NW1pg-xm1B8QrKN4Dmc1v7qrbWW2Yzjj67lmkzpN5rKX8p1fcqgV_3gKK544fmvW4GQTp36VNlc0W42sxTV3SSzv2V6Wdpt87j-sjW6zkXlb3ZxKJXW4MsN_m5fYhtQW3sFRqq207MXBW5WNx3h3MBzrKN6nBMT34Wc_RW2bc-l71TxjWWW5x2-X54xM6XfW6lKCS56bqvsnN3KcmyWsycLPW8P3bqB77hz_jW1KVfWq505yRZW7CrXKK5Ny5lBW7VF_DZ2SW06fW3Vvk5J2wxqmSW4nD0BD6G-Ng43pn11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgTtWW85vtBJ3XbHSnN9fcJb-_lVL_W7Q0rlQ4p85DfW3-LbTz6JNbRYN16kb0vyBLqmW4LNR4t2Fv2TLW3FsFky3VfKsXW1__84L24P7NdW2vgMdC3ZxH5MW31y86Q45bYLdW96d7NB5JKn1YW5yQ0n23HMxwvVKZd5S46cZwgW5JJ8lJ7RJwGMW2FwyWX4C9lqzN8SzQfNRFpz8W2BYj8_3fdmGwW7Z7WNb7JRlJwW72YL8X2dgZRGW1lRBh48L9YxCMlcv_wcR_7yN3mgsQwwcjy1N11Y7XLr32cQW4_cdwn8Xrbx632DH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgTtWW85vtBJ3XbHSnN9fcJb-_lVL_W7Q0rlQ4p85DfW3-LbTz6JNbRYN16kb0vyBLqmW4LNR4t2Fv2TLW3FsFky3VfKsXW1__84L24P7NdW2vgMdC3ZxH5MW31y86Q45bYLdW96d7NB5JKn1YW5yQ0n23HMxwvVKZd5S46cZwgW5JJ8lJ7RJwGMW2FwyWX4C9lqzN8SzQfNRFpz8W2BYj8_3fdmGwW7Z7WNb7JRlJwW72YL8X2dgZRGW1lRBh48L9YxCMlcv_wcR_7yN3mgsQwwcjy1N11Y7XLr32cQW4_cdwn8Xrbx632DH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgCDXW2tFblQ2bYjNsW5WpvVT3QY2-KW5RdD_j82ZdB5W4nV7323MkYGgW751kLD4ncBlHW7q8gHf5QkF-bW8hhmMT7BhCXFW8dyh0R2-_4l_N40Nyz0qJ4vDW60G2Hp5f9zbTN83Y58_Tg-8mW6f1k2T38rL-yW3Vb2Nw3_PWvgW42KVlp3l4gy0VW7-zR8WxKYcW6vfR_K4PlJFgW5zK2PR2KtB25W2pwYPj83P_R0F6zTp-gRSMBW49MyfG4QV3YfW5_gQL42GfkQqW13Ym2M4h-1zRW4YxrpP9dZFQZW58FLtT5kWdSD38Hk1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqX3q90pV1-WJV7CgJBTW40FxZM1zPh7YW3rMv9F4tZ5CHN4HVPf5wWNT8W3RWgsK2WYLN6W68Ndt62fRjyBW6ps5vP7sSTwkW2xr5wQ6GsXfPN8c00dqcFY8XW2XxcFS8Q5yDfVjvKPY1Ckw7bW86Z3Hg56JRDDW7L0qtd4_KknfW3QvKkd7Y4xG4W1XTDpg5-DXmzW3B4dX73J9s-NW1GlwPC30_w5RW56gvfG4FblZpW11gtl87Xr1HwW8rw8FT8p4yCNW4Q5-gx2JFS2NW12cvkW21SpXHW1j9kSG1nH_zyW1d8PCL3PnnRJW639fM33PdF2HW4dhxyY9jwbKlW5yZDJm7Qzdgk3mVd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqX3q90pV1-WJV7CgT_2W5hXQmj1PLphyW2hMSyH72ZPKjN4tTp_cWK3hqW7NG6T32DvDK9W96jhvt7HVLW8Vgfq9D5crfl-W2QPKZ89cYq7jN2j_1tGDkQGpW57THVh1JDQ8BW3Ks77B1PRKLFW3lVcnG8n1dspN4p21LnwtnkrW8QxjGb6JY8V5W7sl_GD2TZTsNW6H5r5514SBfQW53HBqW954nBrN2c1B8Zq1RqTW1cdpXj4WFfJ5W8JV2xQ5ntpFDW2cnkpc6Cp-hSW6j5Kdj7f_crrVbpGyc8C15-ZW23Km2s4TmbGcW97ZxxX3rxqHHW7-0L8v6TK_4tW9cr9Bw1CGrWb38rV1


 

6 
 

decades say this has deepened a pent-up resentment of the west and a fixation on Russia’s 
shared history with Ukraine—making him more aggressive and unpredictable than ever.” 
One former advisor said, “He’s even more isolated than Stalin [was].” 
  
Putin’s brutal invasion of Ukraine may be starting to backfire already. Consider the 
following: 
  
(1) Putin’s attempts to create a “false flag” excuse for the invasion clearly have failed. It is 
obvious to everyone, even to most Russians, that the invasion is a long-planned naked act 
of aggression against a peaceful sovereign nation. 
  
(2) Putin has turned Russia into a global pariah state. Even his friends at the helm in China 
abstained from supporting him in the UN Security Council vote condemning his invasion. 
  
(3) It’s too early to be sure, but there are reports that Ukrainian resistance is proving to be 
more significant than Putin expected. On Saturday, Germany announced shipments of arms 
to Ukraine. On Sunday, German Chancellor Olaf Scholz said Germany will boost military 
spending above 2% of GDP and create a strategic natural-gas reserve. That marks a 
significant shift in the country’s defense and energy policies in reaction to Russia’s war in 
Ukraine. 
  
(4) NATO chief Jens Stoltenberg said on Friday that the alliance is deploying its rapid 
response force for the first time ever to bolster defenses in the face of Russia's invasion of 
Ukraine. Both Finland and Sweden brushed off warnings from neighboring Russia that their 
possible joining of NATO would trigger “serious military-political consequences” for the two 
countries. 
  
(5) Putin’s hackers are meeting their match. The international hacking collective 
Anonymous issued a Tweet on February 24 announcing that it “is officially in cyber war 
against the Russian government.” On Saturday morning, as Russia’s invasion of Ukraine 
entered its third day, some of Russia’s official government websites went down following a 
series of alleged cyberattacks. Among the sites that aren’t accessible are those of the 
Kremlin and the country’s Ministry of Defense. 
  
While social media platforms are full of misinformation about Russia’s invasion, they along 
with conventional news media are showing the war in real time. That makes it hard for Putin 
to bomb civilians as freely as he did in Chechnya. Ukraine’s President Volodymyr Zelensky 
has emerged as a great leader by fighting alongside his soldiers and regularly posting on 
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social media. When the US offered him an opportunity to escape Ukraine, he bravely 
declared: “I need ammunition, not a ride.” Bravo! 
  
(6) In a dramatic escalation of East-West tensions over Russia's invasion of Ukraine, Mad 
Vlad ordered Russian nuclear deterrent forces put on alert Sunday in response to what he 
called “aggressive statements” by leading NATO powers. 
  
US Ambassador to the UN Linda Thomas-Greenfield denounced the move as a “totally 
unacceptable” escalation, telling Face the Nation on Sunday morning that the US will 
“continue here at the United Nations and around the world to use every possible lever we 
have at our disposal to expose his actions.” 
  
CBS News reported on Sunday: “If Putin is arming or otherwise raising the nuclear combat 
readiness of his bombers, or if he is ordering more ballistic missile submarines to sea, then 
the United States might feel compelled to respond in kind, according to Hans Kristensen, a 
nuclear analyst at the Federation of American Scientists. That would mark a worrisome 
escalation and a potential crisis, he said.” 
  
Movie. “CODA” (+) (link) is a feel-good, coming-of-age story about a teenaged girl who is 
the child of deaf adults (CODA) and sister of a deaf older brother. She feels a strong sense 
of obligation to stay home and work in her family’s fishing business rather than go away to a 
music school to pursue her dream of being a singer. The film is all about rising to life’s 
challenges and overcoming adversity. Life certainly has been more challenging for more 
people recently. 
 

 
 

Calendars 
  
US: Mon: Goods Trade Balance Advance; Retail Inventories; Dallas Fed Manufacturing 
Index; Chicago PMI 63.0. Tues: Construction Spending 0.2%; ISM Manufacturing PMI & 
Price Index 58.0/68.1; Weekly Crude Oil Inventories; State of the Union 
Address. (Bloomberg estimates) 
  
Global: Mon: Spain CPI; UK Nationwide HPI; China IHS Markit & Caixin M-PMIs 49.4/49.5; 
Australia Current Account Balance $14.3b; RBA Interest Rate Decision 0.10%. Tues: 
Eurozone, Germany, France, Italy, and Spain M-PMIs 58.4/58.5/57.6/58.0/56.1; Germany 
CPI 0.9%m/m/5.1%y/y; Germany Retail Sales1.8%; UK M-PMI 57.3; Canada GDP 6.2% 
(annualized); Australia GDP -2.7%q/q/3.0%y/y. (Bloomberg estimates) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHrc3q90JV1-WJV7CgMn8W5dxJFm8Vr2-PVFp-x55wr7fTVlnJ_Q6LRvdnVmWPvh4Yx2n5W8KQlyk3F6nWcW57y-MF7MSQttW7H5Cqx7Lkc9_Vl6QG35H2dlQW4QMVv11p76GtN1f99-85gbm-W81TwPK3dsmrhW5FH3vH8Tcg9HW3-p_kf1LygQKW71M4Hq48tm5jW7HWzdP3jWgNVN7Qqp4tMnLkJVYwySX2wX6DzV_d23d1jTV9RW2HYt6s6yPhfGVCS4qd7ycDBqW72bJ1V1G2X1lV1tKfF8P70y2W3Yxn303cHFSNW2wSjHq5bWgy5W7YhwCb6nqVCdN6KQT8KBvdBQW2gQ5013-bfhMW17K2vg8l_lh7322Y1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgYD9VTNHfk5GYmn4W6Gy4Qm6gZxsHW6gz-jB51LHH9N8k9ks0tQHyNW4TzSDw7CJdKHW8xM1YY1CNqr9W5ZKCqf1rsW-lN5cjdvs1J7QxW3GrW3K6vNSDsW5XmQ5L4hlN99W8ZNWWC7C4zk4W6MxkFf5Kgb3kW2yQzBs840-rXW7GSjvC1grdwlVP0bDp329HpNW46pZHK1Hh1KGW2zShmc4Lg5wYW21v4xq9dRcrqW1mtKTz8Cq7wrN6PH2Jb2bKG_W8lHhzt3GR3fVW5B66hK53Ln5j38XV1
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Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index rose 0.9% last week to 
9.0% below its record high on December 27. The index ranked sixth of the 49 global stock 
markets we follow in a week when 10 of the 49 countries rose in US dollar terms and the 
AC World ex-US index dropped 3.0% to 9.9% below its June 15, 2021 record high. 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 unchanged w/w, followed by EAFE (-2.6%). EM 
Eastern Europe was the biggest underperformer with a record-breaking decline of 27.0%, 
followed by EMEA (-11.0), BRIC (-6.5), EM Asia (-4.6), and EMU (-3.5). Colombia was the 
best-performing country last week, rising 3.8%, followed by Portugal (2.2), Argentina (1.5), 
Norway (1.5), and Denmark (1.0). Among the 23 countries that underperformed the AC 
World ex-US MSCI last week, Russia fared the worst, with a record-breaking decline of 
32.8%, followed by Hungary (-12.9), Austria (-11.1), Poland (-11.0), and Sri Lanka (-10.0). 
The US MSCI’s ytd ranking improved to 33/49 from 42/49 a week earlier, but its 8.5% 
decline remains steeper than the 5.8% drop for the AC World ex-US. EM Latin America is 
the best-performing region, with a gain of 11.5%, and is the only region ahead of the AC 
World ex-US. The laggards: EM Eastern Europe (-34.0), EMEA (-9.7), EMU (-8.9), BRIC (-
7.3), EAFE (-6.8), and EM Asia (-6.2). The best country performers so far in 2022: Peru 
(20.4), Brazil (18.0), Colombia (15.2), Chile (13.5), and South Africa (10.4). The worst-
performing countries: Russia (-41.0), Sweden (-17.2), the Netherlands (-16.4), Sri Lanka (-
15.6), and Poland (-14.3). 

S&P 1500/500/400/600 Performance (link): All three of these indexes rose last week. 
MidCap was the biggest gainer with a rise of 1.1%, ahead of SmallCap (1.0%) and 
LargeCap (0.8). LargeCap is now 8.6% below its record high on January 3. MidCap ended 
the week 8.6% below its record high on November 16, and SmallCap improved to 10.6% 
below its November 8 record high. Twenty-four of the 33 sectors rose last week, up from 12 
rising a week earlier. SmallCap Utilities was the best performer for the week with a gain of 
6.5%, followed by SmallCap Health Care (4.0%), SmallCap Energy (3.9), MidCap Health 
Care (3.5), and MidCap Utilities (2.9). LargeCap Consumer Discretionary was the biggest 
underperformer last week with a decline of 2.2%, followed by MidCap Consumer 
Discretionary (-0.5) and SmallCap Consumer Discretionary (-0.4). In terms of 2022’s ytd 
performance, all three indexes are down ytd. LargeCap is down 8.0% ytd, worse than the 
declines for MidCap (-6.3) and SmallCap (-6.5). Just four of the 33 sectors are positive so 
far in 2022. Energy dominates the top performers: LargeCap Energy (23.4), SmallCap 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgJ8VW1Z0-PF238yCPVDwnxf7KRzQMN3pCwHgsKTgxW3TmF4J7hSrPYW915gbT2D7w1WVTc3Gf66TtK6W8QGXX55n_nrFMP3ByqhywmhN4BtZxXZvxlQW1BCrw71d80jtW25z8LY2w1lJSN8mCX2-gZtRrW4NH8k23ThpDXN3WlZpSn-FqRW7dPDkr5LscPRW3ZkpKG3zMsn4W2XhTfV5LQ9g6W3-yQts8njxCfW1JTpyk80-584W2YqB6V4TX5r2W1Ybhf121Npl6V7tn4g5Ytn10375k1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgZNpW7ktgLP1v-MgDW3TDDhZ4N7LJPW5zSN397kpb8KW6BDDPq1pdk74W6SWtsw7hr4p4W8kZG9H4m_g_WW6VBxQ539dTJ1W6t1pJf7qGrfQW779HVb4SfH3tW1gpZnF5DF3jdW8jKwlp78NJK8W4spZ6d1d0bptW7fTtPx1H0j7nW83-rJD2c_pBMN6zBZHyggCLxW3JZCRz2fFY7WW5h3H4X1_cJYFW7Bkn-W3-yGhPW8sQrSd7pGDv3W8YvS5h2SLbLXW1xSVV_6LP9G0N4kPmyy832NW3mHn1
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Energy (18.3), MidCap Energy (8.5), MidCap Financials (0.7), and LargeCap Financials (-
0.1). The biggest ytd laggards: LargeCap Consumer Discretionary (-13.9), LargeCap 
Communication Services (-12.9), LargeCap Real Estate (-11.6), SmallCap Tech (-11.6), 
MidCap Health Care (-11.5), and LargeCap Tech (-11.5). 

S&P 500 Sectors and Industries Performance (link): Eight of the 11 S&P 500 sectors 
rose last week and six outperformed the composite index’s 0.8% gain. That compares to a 
1.6% decline for the S&P 500 a week earlier, when one sector rose and five outperformed 
the index. Health Care and Real Estate were the top performers with gains of 2.7%, ahead 
of Utilities (2.0%), Communication Services (1.8), Energy (1.3), and Tech (1.3). The worst 
performers: Consumer Discretionary (-2.2), Consumer Staples (-0.3), Financials (-0.3), 
Materials (0.5), and Industrials (0.8). The S&P 500 is down 8.0% so far in 2022, with one 
sector in positive territory and seven ahead of the index. The best performers in 2022 to 
date: Energy (23.4), Financials (-0.1), Consumer Staples (-1.7), Utilities (-6.0), Industrials (-
6.5), Materials (-7.1), and Health Care (-7.3). The ytd laggards: Consumer Discretionary (-
13.9), Communication Services (-12.9), Real Estate (-11.6), and Tech (-11.5). 

S&P 500 Technical Indicators (link): The S&P 500 rose 0.8% last week and improved 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma) for 
the first time in three weeks. The index closed below its 50-dma for an eighth week and was 
below its 200-dma for the fifth time in six weeks. It had been above its 200-dma for 81 
straight weeks through early February. The S&P 500’s 50-dma moved lower for a seventh 
week, as the index improved to 3.7% below its falling 50-dma from 5.2% below a week 
earlier. It remains above its 21-month low of 6.8% in late January. That compares to a 27-
week high of 4.9% in early November and its prior 11-month low of 2.0% below in early 
October. The index had been mostly trading above its 50-dma since late April 2020; in June 
2020, it was 11.7% above, which was the highest since its record high of 14.0% in May 
2009. That compares to 27.7% below on March 23, 2020—its lowest reading since it was 
29.7% below on Black Monday, October 19, 1987. The price index improved to 2.0% below 
its still-rising 200-dma from a 21-month low of 2.7% below its rising 200-dma a week earlier. 
That’s down sharply from 10.8% above in early November. That also compares to 17.0% 
above in December 2020, which was the highest since November 2009 and up from the 
26.6% below registered on March 23—the lowest reading since March 2009. At its worst 
levels of the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on 
October 10, 2008 and 39.6% below its 200-dma on November 11, 2008. 

S&P 500 Sectors Technical Indicators (link): Energy was the only one of the 11 S&P 500 
sectors that traded above their 50-dmas last week, down from two a week earlier as 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgVs-W1mXQFS94qyZ2W3nKyX34QBgRfW88bT8f4Lb9l6W2WkYdQ5NPyTcW3wpgw18lnSdzW2PdCDw1VQ6bMW1t8Wmt3506QKW3CCjq62JRx-PW5R7rTH7xzz3rW31gthr2rB3DGW7VH_b45d9wPwW83gnSZ5jSDCPW7mKMxg5P91ttW5SxsL96hCyWfW7kvs-R8YHcZrW3_hFhM8n3yMYMv0NQhVF1-zW8Y5gdC4R46MWW1L-WWY2N1LrSW96CpTg46hCRyW49tTwr66Xw4cW8ySRhb6sSnZJ34Qz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgFTqW4NFPM9320Cc7W9ks1sc3bBH_HV8KDn738rpKzW6n-JGn8MqlkkW5ykXgl9gKyNVW34DTwR6QRJtGW3G6Mz3694xxyW7GV5F14SFSXnW5nrBhN1D9fzrW5nSL0b3GGJRsW5nnFTt3QmrBSW4wB66z2Z5jxpW2kGhB989PT2KW5w7lcc9d0MBjW2wmMWh1G9GbfW58zf8P3ytnyrV8dWnT87589MW4pr2-M3DT9t6N3BLq831jBMVN6JFP3tlSBBhW69tyM24qsKqdW6yn2CY4RRx9J3fK51
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgGk-W6H_4rj6267NQW33qP5F8RdQcsVGZLG84bPT8JW7hgQTY7M4fVsW1_HXhv6bftgFW8FJ4wP3c6282W4rqdl63xg_fbW5m-1Lg2wpCNHW5h1RPm5cKrZ4W7qSh8c93SQQxW34bMK95gM4ggVpk8ht8vY-XvW8hPDjf65DmqqW578rv14fC4fzW6KzdYW2RyqqrW8g2LjD1KRs3mW3wgz1P94JtTNW98DNXz2wVf_vN69r3_JHDvGwW7fBF2y6CF77VN2GDXDtMYqCBF7MjH7K8M7Q3gJV1
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Consumer Staples moved back below. Consumer Staples, Energy, and Financials are the 
only three sectors with rising 50-dmas, unchanged from a week earlier. Looking at the more 
stable longer-term 200-dmas, four of the 11 sectors were above that measure last week, up 
from three a week earlier, which had matched the lowest count since June 2020. Utilities 
moved above in the latest week, rejoining these 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 rising 200-dmas, 
unchanged from a week earlier. Communication Services, Industrials, and Materials are the 
only members of the declining 200-dma club. 
 

 

US Economic Indicators 
  
Personal Income & Consumption (link): Consumer spending was strong at the start of 
2022, while personal income remained subdued. Personal consumption expenditures 
rebounded 2.1% in January, the biggest monthly gain since last March, after dipping 0.8% 
at the end of 2021. It was driven by a 5.2% jump in goods consumption, with spending on 
motor vehicles and parts spiking 13.3% during the month. Services consumption rose 0.5%, 
comparable to recent gains. Higher prices accounted for some of these gains, as the PCED 
jumped 0.6% m/m and 6.1% y/y—the highest since February 1982. Still, real spending 
advanced an impressive 1.5% in January, with a 12.9% jump in motor vehicle spending 
pushing real goods consumption up 4.3%. Real spending on services has been subdued, 
edging up only 0.1% in January and each of the prior two months, though a slowing of 
Covid infections could boost this spending going forward. Personal income was flat in 
January as gains in wages and salaries was offset by a decline in government social 
benefits. Wages & salaries continued to reach new record highs, increasing for 20th month 
since bottoming in April 2020; it was up 0.5% m/m in January and 24.7% over the period. 

Consumer Sentiment Index (link): The Consumer Sentiment Index (CSI) posted a slight 
increase during the second half of February, though February’s level for the overall month 
was still at the lowest level since October 2011. The report notes that February’s decline 
was still entirely due to a 12.9% decline in confidence among households with annual 
incomes of $100,000 or more. The CSI sank to 62.8 (vs 61.7 mid-month) this month, from 
67.2 in January and 70.6 in December; it was at 88.3 last April. Both the present situation 
(to 68.2 from 74.2 in December) and expectations (59.4 from 69.3) components dropped 
sharply the first two months of this year—to their lowest readings since August 2009 and 
November 2011, respectively. They were at recent peaks of 97.2 and 83.5 during April and 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgZdnW7G1-qQ4qcg_sW5_7CJ53mjgQCW77BQ1N5S5YDGW24kGvy4rMxJVN8VPK_xLTYfnN5PZ_6CncCWvVDkM888m4HX2W67T-xT4J-nLzW29-tYh7DJ6qBW1Wvys74g2MWdW596Vkq8Mcw_GW50WgbV14Fxp_W4CkdLY6XhGWWVMhVVw5mW4t6W3jZpjc7NLPFDW833rWV7GKMcHW2wZ-St2bRNtWW6J2VM56-L2QMW6F1Z9q7kFjPCW8-Q54S5tqsQ_W3wqfSZ7mclj_W5wX-w541c3C932sr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgRJCW5tJGjQ66rT00VY0-7l67wslRN5-VF8NnC8R9W8RCkCJ5n6dPhW3WwB7G6vrzCSMk_lfk_nvnBW2jk3dQ5vgb9NW8M24Kg60-_7JW5ZlyNT1D_H7dW1Cg8P-2nvGhLN2Sfr0SvX8RMW4yWcNv2jq74sW34VsJS5JJPF5W8Y4DSl1jV6DDW79DgfQ7Yj-qlW60Rjy936T2ymW1hy48L457lfxW4NGKMS2wkm6jW29dRcv2153K1W6dFb0S1GC21CW8LB9p62YFCP8W19Kklx3rPbQh3dHc1
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June of last year. According to the report, all interviews were conducted prior to the Russian 
invasion, so its impact is yet to be felt by consumers. Richard Curtin, chief economist of the 
survey, cautions sanctions levied against Russia will trigger responses that could hurt the 
US economy. “The most likely linkage to the domestic economy is through rising energy 
prices, with the size and length of the potential increases subject to substantial uncertainty.” 

Durable Goods Orders & Shipments (link): Both core capital goods orders and shipments 
continued to set new record highs yet again in January. Nondefense capital goods orders 
ex aircraft (a proxy for future business investment) has increased every month but one 
since bottoming in April 2020, climbing 0.9% in January and 33.6% over the period. Core 
capital goods shipments (used in calculating GDP) has also climbed every month but one 
since last April’s bottom, jumping 1.9% and 33.1% over the comparable periods. Orders for 
total durable goods climbed for the eighth time in nine months, by a total of 12.0% to its 
highest level since July 2014. Excluding transportation, durable goods orders has increased 
in 20 of the past 21 months, up 0.7% in January and 37.7% over the period to a new record 
high—surpassing its previous record high by 13.5%. Orders for machinery, fabricated 
metals, primary metals, and electrical equipment all remain on steep accelerating trends, 
with machinery and fabricated metals orders at new record highs and electrical equipment 
billings within a fraction if its record high.  

Regional M-PMIs (link): Four Fed districts (New York, Philadelphia, Richmond, and Kansas 
City) now have reported on manufacturing activity for February and show the manufacturing 
sector slowed for the third month. The composite index (to 12.3 from 13.6) slumped to a 14-
month low this month and was half November’s pace. Kansas City’s composite index (to 
29.0 from 24.0 in January) accelerated in February back toward last April’s record-high 
33.0, while growth in the Philadelphia (16.0 from 23.2) region lost steam—though remained 
at a respectable level. Both the New York (to 3.1 from -0.7) and Richmond (1.0 from 8.0) 
measures show their regions’ manufacturing activity at a near standstill in February. The 
new orders (11.2 from 8.2) measure remained weak, with only the Kansas City (32.0 from 
14.0) region showing an acceleration in growth—more than doubling from January’s pace. 
Meanwhile, 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 (25.3 from 17.6) growth remained 
healthy in February, picking up in all four regions: Philadelphia (32.2 [back near its record 
high of 33.9 in December] from 26.1), Kansas City (26.0 from 24.0), New York (23.1 from 
16.1), and Richmond (20.0 from 4.0).  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgMqjW6g88Xy3Bzsd7W3dRwgx1SDd30W5sQKvG82X57JVPlk6M5FFdJzW29zhgK8GFhB3W7NNJrZ3Bv2zxW8xHnFy2XWjqfW4kr9F127BhvJW8BCqKL6f7lcFW7T09713jtw3BW4VmLLP1Xb8YdVSs0XQ629SwlW5hqvxh7l9YDsW3Hp5257-7yGVN43PRCMqsfpGW7Zz-vS5jcr5SVrN-7b7CN1-qW4lJMTJ3KfbblN8hJcwGbCrJfW54f9br5-j9v9VZLngb4LsWxgW94flyy4fD3t03cqV1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqD3q905V1-WJV7CgK8cW1rmzzV68ld-zW3mSCGN4jMgy7W3bY_r93rw5K6W5kfqlp90sdt6W55hb7d3H2bhcW2PRHXY1LWtTWW840Tnn6MWksVW7yZlRn96DLr6N35yfhztssdQW1bnYNw8xNSBvW4qW3T76hzpD-W667JK56zq8gYW4bYR9d21Kc-rW5wDtvp26skpXW7YW5St3zSy7qV2cNMb4kgywyW7ZWDCT1n-rJhW5PtF5q5GRnqkN1sdJvcx9GB0W6rmczD5JtL11N6tlX89wrcCwVh4R3T60T6TyVgDWY81tN3C5W2yxSwL96wskg3nBX1
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Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for February from the Philadelphia, New York, Kansas City, and Richmond 
regions. (Note: The Philadelphia, New York, and Kansas City 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 three of the regions this month, while Kansas City’s was unchanged at 
64.0, down from its record-high 88.0 during May 2021. In the meantime, 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. Looking 
at the prices-received measures, New York’s (54.1 from 37.1) shot up to a new record high 
in February, while Richmond’s (87.7 from 112.7) slowed from January’s record high and 
Kansas City’s (47.0 from 49.0) remained in a volatile flat trend just below its record high of 
57.0 last August. 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. 

New Home Sales (link): New home sales (counted at the signing of a contract) slumped in 
January after a strong finish in 2021, as rising mortgage rates and accelerating home prices 
depressed demand. New home sales dropped 4.5% in January (and 19.3% y/y) to 801,000 
units (saar), after soaring 25.8% during the two months through December. Sales peaked at 
993,000 units last January—which was the highest since the end of 2006. Of the 801,000 
homes sold last month, only 196,000 were completed, while 368,000 were under 
construction and 237,000 were yet to be started. While the new sales market is facing 
headwinds from rising mortgage rates and home prices (up 13.4% y/y), it is being supported 
in part by record-low inventory in the existing home market. Meanwhile, the number of new 
homes for sale climbed to 406,000 at the end of January—the highest since 2008—
representing a 6.1 months’ supply, up from 3.6 months a year ago. These homes are in the 
pipeline, though for a record number of them construction has yet to begin.  

Pending Home Sales (link): “With inventory at an all-time low, buyers are still having a 
difficult time finding a home,” said Lawrence Yun, NAR's chief economist. “Given the 
situation in the market—mortgages, home costs, and inventory—it would not be surprising 
to see a retreat in housing demand.” The Pending Home Sales Index (which tracks sales 
when a contract is signed but the transaction has not yet closed) contracted for the third 
month in January by 5.7% m/m and 12.5% over the period to 109.5, after rebounding 7.5% 
in October; these sales were 9.5% below last January’s level. Sales fell in three of the four 
regions in January, with all down year over year. Here’s a regional look at pending home 
sales in January: West (+1.5% m/m & -9.7% y/y), Midwest (-5.9 & -5.9), South (-6.3 & -8.7), 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgQjgW6cS6Gh1w4NDPW4CQrSG1QFgtcW6-7V1l8_rLqQW8rD37N8-J_ptN7b17tc55yhYW6zP7CQ7JDFdBW2J2Y4y5DRhCGVm3P_x65KPvGW1ZlLpF64XlmFW6Wjdh777FVKHVwQ8SZ5kPZtmW6rpBDD7_HzB4W8q9x6j3SkVlLW479nLH50RvJ2W6C2H356_vQY-W1vRjb618W4C0W3j2WC44vp6hbW3BSqsl7rdK-JW5XZKph3Qnj6nW40YrHG7xWct8N24mjDjbWL3FW7sV_3C1_MkVW3hsY1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7CgN8yW1dt0ss7qLsq3W3Mw3pS3wLWqnW4pHmhl4cQ8pZW48d38Q2hXzBVW1zNxtP6Nvqy5W2khYgY3Z49NWW2LLwRB8qtW65Vtzls922QkRXW5hb10l2wclK2W1QqnXx33Z04tW8JhXTJ8bKV31N5p_ZW5ydq2JVkwdMy5VCwVMW4Ll6xc7ZYxRmVpJ_DX3MQPGNW7Jcwt21YCS4qW1Tf1dJ2BH2hJW2M5gCq5jbgQlW5pNzHj3s0ZZZW1p45h310cX8qW95JmKJ3sqvc9W6ny1Qg3nNl3L32m-1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWN9HF3R3hWDW4dmhVP6w8fGqVfQRxk4G2w7pN6wcHqk3q8_QV1-WJV7Cg-lmW53lw4H3KrlyPW1xFB0R8M9QyJW48-t0y1hL_XtW2v8mjv8_YJPmW7nW6zL5hNL8YW2nxYw71YxvcgW7H8tHD8ZjcPXN3zzfGRxKP14W2Bv16G1Xf0fPN923_-ZRyZJrW3Vtdyy1WtKrxN7C6PMfLcX88W5VGhbS7CnZrnW60rKTr7WnXXqW6mQ7g88Xq0K5W8Ndmbt33b3mSW2rJN1d4mJ_T_N8bxcRRGgKs7W4QQTFJ3hy1dlW77x9vr2klnDFW4vYdly33w3R0VBcH8Q61rM0q3bw41
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and Northeast (-12.1 & -16.7). The National Association of Realtors expects conditions to 
be volatile in coming months as “[t]he impending conclusion of the Federal Reserve’s asset 
purchase program in March paves the way for higher interest rates. Russia’s aggression in 
Ukraine is also likely to affect global oil supply, imposing further burdens on inflation and 
bringing about more aggressive rate hikes.” Yun notes there’s also a possibility that 
investors could flee toward safer US Treasury bonds, which may result in temporary short-
term relief to interest rates. 
 

  

Global Economic Indicators 
  
Eurozone Economic Sentiment Indicators (link): The Economic Sentiment Index (ESI) for 
both the EU (+1.2 points to 112.8) and Eurozone (+1.3 points to 114.0) increased for the 
first time in four months, after being down in January by 5.0 points and 4.9 points, 
respectively, from their July highs of 116.6 and 117.6. Among the largest EU countries, 
February’s performance was mostly higher, with ESIs in Spain (+2.4 points to 111.3), 
France (+1.9 to 112.8), Germany (+1.2 to 113.5), and Italy (+1.0 points to 111.6) moving up. 
Meanwhile, ESIs in both the Netherlands (-1.7 to 102.8) and Poland (-1.7 to 100.3) 
continued to head south—the Netherlands for the fourth successive month and Poland for 
the second. For the overall Eurozone at the sector level, services confidence recovered to 
13.0 in February, after sliding from 18.2 in November to 9.1 by January, while the retail 
trade sector climbed for the second month, from 1.1 to 5.4 over the two-month span—the 
highest since fall 2015—driven by a sharp improvement in expectations. Construction 
confidence (to 9.1 from 8.1) in February moved back toward December’s record high of 
10.1, while industry confidence (14.0 from 13.9) remained broadly stable near its record 
high of 14.7 recorded last July. Consumer confidence deteriorated for the fifth month in 
February, from -4.0 to -8.8 over the period, moving further into contractionary territory.  
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