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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Dr. Ed’s 
presentation lasts about 15 minutes with another 15 minutes for Q&A. Replays of the 
Monday webinars are available here. You can view a replay of Dr. Ed’s recent one-hour 
webcast on “Predicting Inflation” here. 
  
Valuation I: The Big Question. In his famous December 5, 1996 speech, then-Fed Chair 
Alan Greenspan raised the valuation issue when he asked, “But how do we know when 
irrational exuberance has unduly escalated asset values, which then become subject to 
unexpected and prolonged contractions . . . ?” That sounded like he was concerned about a 
bubble in the stock market. However, he was just asking the question, not answering it. He 
was thinking out loud, essentially. Indeed, right before posing the question, he suggested 
that stocks were not irrationally exuberant given that “sustained low inflation implies less 
uncertainty about the future, and lower risk premiums imply higher prices of stocks and 
other earning assets.” 
  
Today, we face a similar valuation question. However, this time the question is whether 
valuations are too lofty given that inflation is much more troublesome now than it was during 
the second half of the 1990s. In response to the pandemic, excessively stimulative fiscal 
and monetary policies in the US boosted demand, which caused a supply shock, thus 
boosting inflation last year. The invasion of Ukraine by Russian President Vladimir Putin’s 
army on February 24 exacerbated the global inflationary outlook. 
  
In the months before Putin attacked Ukraine, Joe and I recognized that the forward P/E of 

 
Check out the accompanying chart collection. 
  
Executive Summary: The big question before stock investors now is: With inflation likely to remain 
troublesome, are valuations still too high or will ample M2 liquidity keep them elevated? We examine a 
handful of indicators that shed light on the relationship between inflation and valuation. … Will chronic 
labor shortages fuel a wage-price spiral over the rest of the decade, as predicted by Charles 
Goodhart? Our money remains on businesses deploying productivity-enhancing technology to get 
around their labor-supply challenges. … And: Putin’s War should mean more gradual interest-rate 
increases ahead, for now. …Also: Dr. Ed reviews “Vikings: Valhalla” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgH7sW3RXRGW99GvbrW2GLgdB68x354W71Q9Pl8mC1TQN3prrKj71R5GW2VMgTq7Rg9vdW1S6_x78M9q7vW7LPpX65VDC_bN1VQTJT6qYm0W56BW2R1fZBCdW32CCXJ42RnY9VTspy_5vlDF6N77yXnrQGdqYW4SB5Y22BXS5KW5Dlct97TLrT9Vz188k2v5-00W6WrGjF87RG6GW2lRpN06dBh7qW3LmQdD4lmTPVW28CklG5xJKGbW7k_rgr583rgqN759HCfnMdtYW9lcMkz3BY9W037Nl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ5nKvJV3Zsc37CgzNYW5V5-SZ1l-1LYW2WX-hS16LMc-W6Q0Z_D76X6lpW8N5C3b8xz_LYW5zRYP53Sn7sVW6-0T192qJWWtW7BRxlP1gBdwdW5Lg5jl3HZyTDW73dw-v39XK48N3Y7n7bj2rWsW2PRdnK1gCpLcW2tBXpd1-WN4GW61J8n_2W6BWBW523x-l23SxPpW6JTXm97qq4bkN7DbZ3wK3FCzVMGbyp27zcqRN4Tw0WQLp4P_W169rw93c-3cVW6FMSCK9fCHHcW108GJm8ypmB9VsCd4R4rRry5W6RF2_G4V2dP2W5Q7_fQ8dhv6VN1tv58znJ8n1W4RHhtT79wJHsW3KNYRs1-XBgCN8vXxvKMR9vzW88Vbst8X3GyTN4VshL4sJndjW3j8pVr2ZhbQ8N5MyB4ymh1_HW2pbprN8ChBVtW5TVyQL27kk8fN2P4fmrMPzXbW43f2424flg8034hS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DzJ3q90pV1-WJV7CgNnLN9hG_7dSyVQ0N6-q5NwT8KT6W1TXFYv4TDzP4F1kphNqn0RHW3f3gr-7vj-K8VXfZgT6KMZmpW5rK59w6dS-x1W3XXGT960cJFzW2mV3xZ8rgtVJW7Xj3ZL1S81ctW9gB5dG814W3XV85mTV10BGmcW7sz4zh74tQxLW5_RH2c3YDJn8W1_-kVz8VyxCYW6Tszm48TWbwnW1Cw7mT24h-KtW4wBDfj2cxJzmW2yKLDb1fM4ZFW4HLPZm6F2Zp6W5pVgrY6QkDXrW1KDXt_4pRYFDW1NlFj02PvKJ6W15jdyp4NDnDLW5093Q05txdYpW4PBXms47Jnbn3m6X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MWwZg9vD-bLW5w6M-97SrPHrW20x2Jc4GCdLpN6mkvpB3q8_QV1-WJV7CgRhnW96Cqbp5WRXmSW7bhXC58yz9wNW8Dltrb1Sr0gcW2N2t006kymZFN6nJpPXTC8rjW4KQ5k-5GZtqSW2rgMC86r3JzXW91LkKl5KGnC8W5rwM8n6tQP2GW8yHDqT3LdkpCW1Vl6ST629RcBW4YqKx44kY9hvW32dq8C1bBc6gW38ZHLy357L5hW3dQLHZ2gmWYtW5gHLXx2_ClRTN1rDBwm3FrpQW7Wjzgh3ctn3kW66mL_z8kD5HFW3ykfGy7cF0LVW5s8kBN48T5FcW53lPB71xLNz93c171
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the S&P 500 was lofty, having ranged between 20 and 23 since May 2020 (Fig. 1). 
However, we argued that $3 trillion in excess M2 liquidity might continue to support those 
elevated levels (Fig. 2). In addition, we expected that the core PCED (personal consumption 
expenditures deflator) inflation rate would peak before mid-year around 5.0%-6.0% and fall 
to 3.0%-4.0% by the end of this year, which would be a positive development for valuations 
as well. 
  
The notion that elevated valuations would remain that way, as they had from mid-2020 
through the end of 2021, started to come unglued this year during January’s taper tantrum, 
as both stock and bond investors began to discount a more aggressive monetary tightening 
stance by the Fed than we expect, i.e., four 25bps hikes in the federal funds rate this year. 
The forward P/E of the S&P 500 fell to the month’s low of 19.2 on January 27. Last month’s 
low of 18.5 occurred on February 23, just after Putin’s invasion. This past Friday, it was 
down to 18.3. 
  
At the beginning of last week, Debbie and I raised our inflation forecast as a result of the 
Ukraine crisis. We now expect that the core PCED inflation rate will peak at 6.0%-7.0% 
around mid-year and fall to 4.0%-5.0% by the end of the year (Fig. 3). Then it might decline 
to 3%-4% in 2023, maybe. 
  
Last week, Joe and I lowered our year-end S&P 500 target from 4800 to 4000, as we had 
lowered our forward P/E estimate to 16.0 while maintaining our outlook for earnings per 
share. We are concerned that higher and more persistent inflation will trump excess M2 
liquidity this year. Nevertheless, our target for the S&P 500 by the end of next year is 5000. 
So, in our opinion, we are still in a bull market that should be led by Energy (as a hedge 
against inflation), Financials (as a hedge against rising interest rates), and Information 
Technology (as a bet on the Roaring 2020s). 
  
Now let’s review the relationship between inflation and valuation: 
  
(1) P/E vs inflation. We have two sources of data for the S&P 500’s P/E: a quarterly series 
based on four-quarter-trailing reported earnings from 1935 through 1978 and a monthly 
series based on forward earnings from 1979 to now (Fig. 4). When we plot a composite 
series from the two and compare it to the CPI inflation rate, on a y/y basis, we can see an 
inverse relationship, though not a very tight one. The same can be said when we compare 
our composite P/E series to the 10-year Treasury bond yield since 1953 (Fig. 5). 
  
The relationship between the S&P 500 stock price index and inflation is a complex one. On 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ9kQw3V7Wycr7CgVdfVWfGbX5cRDVhN3F1p3sg722rW2tmjrh3gxlCcW8v7wt673PVyVW8cxfW05Qq2MmVpdZml8ZCdpfW6ms70Q6f0dGfW4k4t-W8TbHrNW5CKhHL2wnbdCW1nS70N40BCyZW8ng4nQ8DFHRfW3jPvp71m866HW1dL8lW97ZD8hW1Lskxb1GY29dW8S7NwW8LXJr8W8xzsnY7SNLPzW3hHg9H86TpXhN47nGqWwZnmvW3BLf_K1_ckX2W65Nlw_15DvGXW4NX8nP8t9h9sW3B9Rsy8KxNKHVt9XxP6pV6PbW5f2rjF47LWfGW8sk3CJ8cPyd5W91W4923NXLLNVsh2yH8kWP2CW2zKwLf7LPhXYW7lxZXm66pNC7W5v1TNd85llvHW4TYyMN8D4P85W2NysqM2Zj3jvW5t-_qP5HvBf9W1f6j_J3vMNL-W5-HFtG6pndbhW7dl4G53Gm80lW4gGqKt4Dl_TVW8G1rPk5yDm0LN4_Y7sS2VKLPW5xb04_5_zLhsMWrJGb7rkbJW7c2WWq876-srW5TnckK5-PV4qW96ZZXd2mt-NxW1M6F5w73RlbWN37M-bKG-W-2W2_YrkY3rvFF5W7S3_2r5c_88QW1c3-BZ4yJnDwVyv4Xw6JSpfdW5BRMyB6_g4crW4mRp1W5T6Dj9W35R7dM7SxxnVW19tDyM4XzbcjW669frH5hr1mXW6HSvzH6Kgjh2W4X48hD7hp8BPW4yF0m46Wd09rW66C4nR5wq1dkN3PlhpLfGsR_W6kg0jY2LMfrYN4qCtkzvcZLDW8kfHnS3N4BBnW760M6_8rkdRWW6-5GmL28Byh1W5M3ZN91Tc2gVN20J8RdFsMwLW50N4pG7gCpLq3klk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ9kQw3V7Wycr7CgJQMVqk8KG75f9qwW5MYRc74sl9FBW5L2WKq96lkBTW7mhHj996KpMxW5Dlt185cl1SVW7X1gdL5PsML9W5p1w2G3ld9DhW7kV2f81Wl29hW7fsFX25xjKwzW5HLnzl8ck0xVW2W77Xk2ndkdFW2JrlQ_2qLkxtW2Mm9Ph5wQWNdW7_ddvH7vWkJFW8hJJVy3jgc4FN60z-kLC_W84W4HmWhH1mWRZxW3c4DSw40F4tnW2H3Y6b6sZS-PW54MTm45xclR4W7bWTxV7Vsz6mW56xFBC3t0B_TW2xQYH52zMrJGW37r_cf1JlXxSW2yLHVj8mmY0RW8m0K_Z24fNyHVqmkyW99GM_-W6SrcKK2w4MhCN4SlMFHLGMxmW1ZSlYt7B4T4TW3bNJv12pwB2ZW6xl7rp4GVf4hW8pm4Pg5FJpkYW3dtM0_28yTnxW6Pm1Th4VYHrWW5PZRw48GbkJdW8H-wR63Kg1jQW1MBcT91lX5gZW23948R3Rqt9tW1stSNk1x0hsnW328zX33hnbYRN66rkqxryTYsW4Vs4YQ7nXfZFW2YQrVT3XRrw9W1X_SBt4GynNGW40BVqK65jp3fW6KWdSj4mP7RFN4kvN9KhVp9kW3_1fjS4-5ZfPW8P8c9y6pyqWYVFR8Sd4DXzYpW4m1h207lQhZxW3RPBcn3r6wNlW2vWXXb2PdTknW913pRp1yt-MCW6F7b1c2TGjfLW5C_-RN91Yft9W7KzX_F8qxNcnW728l-71JpWkMW6tTMGf6_cpsPW3Bk5bB7QNgqHW6k2qZy7n_4zFW5rrZdZ95HFj1W9lb8lk5mNHtcW1k0Gxr2L2dZyN2lqkgh3_304W2zjYrG91tCqrW24CB-x8NlLLD3mTF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ9kQw3V7Wycr7CgNS-W1dV8sg9kxqQWW7LxVJr20dt_xVBXbjM66lYV0W4M9bzf6njJJbN9bqy9YPrplmW3nmr8D5nJ1qVW31zKMQ1Xk9FzW7y9ybR2McrGvW4bPg2V3ZsvS9W7HsCSL88hxwTVf6r8z8M6vdWW15QH8K5FzpdyVJG65F4-PNMGW5SzKDd1vxdwjN40fsH_3tQQWW8FZ9VC68x7CTW1dDG-S8BXdk_W7VdBMs2x-MHcVDR4KW8v9RYJW9lYm768ZsmhvM5Wgw5J5XNsW78nlg17WcW6ZW2yrH891fGK9RV2HdXf414TPjW5BLLz_1r52cbW6-6SJ96B7WC9W95GBq86h9FV8W4RHgjC5d9TjvW5VSMj94-dZ6gW75Tk8H8vdQZLW4ZpJsX8Y93yTW3F5-TJ45_MghW6d4rlF94W02rW8k1V6g1c88JNV2vrrJ10FbVfN52bV3-26yLGW1CYBLc2b1LN8W6lXk0T7N_VdrVPm3TP25S-XWW8Sbd8V2ZL8LVVkrQ1b4xjkT4W9h7Y1N61cZfHW8j3m982643FXW2x8Knf6p_2VLVNvkXM6T0k44W1cRncV8QXN8MW64qG9L9cQltFW8dYWWP39Br_2W75h85J5pnxRcW4fs4QQ76F4FFVGzY7H95HQpSW2T5V0G8VrJcXW4xZpsg8THnF-W3qNkWW29LPS0W3FjbH179HDYWW84y5J11gf98kVYdBSd4cCWz-W6x35bj2nXr0ZN4zWfRr-R30_W4pcq5p7BWJWGW33mx-m432KJ2W30rj326W8zdsW2fK01C4zH2GQW3N9mwr3RGBlvN5dWW_VzsL6-W47Tr0L5FFkFTW7Jj1wX6xxDX1W3cdqyP87TMhh3gF41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgWv0N2w-c1xkclhzW4qgn-J8LmtBRW3gwXnP96TFccVtM0fR5hH802W4By6Gx3qRsN5Vp7RPL1WJv3MW7t-MHB2tYsY1W7J_k9G52LtB0W3HmYhl28xrQ6W72wxmy6c9QT9W23J-j-7V4D5zW3lvf-Y4SjN8fV-xFtQ2y6s7DW6sK-Nc7mDjy3W3Hjpgb1n2zYnW779SKc6mtxbzW7b9CRr4H2Y7nW7mg5rs29WyDhW5V1XnZ6RH8rsW4Z3QQ-93YlN9W8NPnhL3w-ndQN6r5Q97mly4Y3lMs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgTC0W4mfR-28m1_43W7JxWwD2J6-50W8hH2Zd2VRbydW21LzZF5wZs3kW3SkQxt12Q1CgW2C3VrR8yW1NFW1Zlybw8L-nRHW4lwFW51Z-4DSW158Gvf3RpvjDV-nF2-2q13Y3W35nQhL2dWgqdW3jsjQv7RDv5dW6dStk78J586HVNcq9b724TvYW4BPqc01b_xyXW4RqsSr6hRYX-W5PGSJD8kBj_YW2ybWyt7hlyP5N6CG_0D44k4jW77x4f91X5vjXW50c2ps8XtB4xW2wzLrm5SwG7h39g81
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the one hand, stocks are a good inflation hedge because the growth rate of S&P 500 
revenues tends to outpace the inflation rate (Fig. 6). While rising costs could offset rising 
revenues, squeezing profit margins, S&P 500 reported earnings divided by the CPI has 
tended to grow mostly between 2%-3% at a compounded annual growth rate since the end 
of WWII (Fig. 7). This suggests that productivity has been growing at this pace, making 
stocks a very good hedge against inflation. 
  
On the other hand, rising inflation tends to boost the 10-year Treasury bond yield, which 
should weigh on the stock market’s valuation multiple (Fig. 8). However, the relationship 
between inflation and the bond yield is also not a very tight one. During February, the 
spread between the bond yield and the inflation rate was -5.9%, the most negative reading 
since the start of the data (Fig. 9). 
  
(2) Real earnings yield. Another way to study the relationship between the valuation multiple 
and inflation is to subtract the annual CPI inflation rate from the nominal earnings yield (i.e., 
the reciprocal of the P/E based on S&P 500 quarterly reported earnings) to calculate the 
real earnings yield of the S&P 500 (Fig. 10). The data start in 1935. 
  
The real earnings yield is an eye-opener. Since WWII, there have been 12 bear markets in 
the S&P 500. The real earnings yield coincidently turned negative during eight of those bear 
markets. The real earnings yield has been negative again since Q3-2021, raising a caution 
flag about a possible bear market. 
  
Another reason to pay attention to the S&P 500’s real earnings yield is that it tends to turn 
negative when the Treasury yield curve inverts, and inversions of the Treasury yield curve 
often have turned out to be good leading indicators of recessions and bear markets (Fig. 
11). While the yield-curve spread between the 10-year Treasury bond and the federal funds 
rate has been widening, the yield-curve spread between the 10-year bond and the 2-year 
note narrowed to just 24bps on Friday, moving it closer to inversion (Fig. 12). 
  
(3) Misery Index. The Misery Index rose to 11.7% during February as the unemployment 
rate fell to 3.8% while the CPI inflation rate rose to 7.9%, a fresh 40-year high (Fig. 13 and 
Fig. 14). Americans still aren’t as miserable as we were during the lockdown recession of 
2020, and much less so than the high level of misery experienced during the 1970s. 
  
Nevertheless, the Misery Index has been rising rapidly since early 2021 as the rebound in 
inflation more than offset the drop in the jobless rate. The index tends to rise just before or 
during bear markets in the S&P 500. However, it isn’t a very useful market-timing tool. A 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ9kQw3V7Wycr7CgKy7W5fYfqz3Kq2GwN4SSt-TBR7kHW5dhsJy8f3NkDW1Tg34H353v0hW7BzhJY8lqqVbW1nfbMC29qy69W6J5lsg6Fn3Q5W1M41jp2pSyT2VJmn9r116JG_W2qmvrP7V2JJ4W5q8l642_DvSBW4BTmPs563WBjW2QXYPG6SMXPgW8pjmjW78HPw_W1kN5cj5bL73hW8ydtg_6K8czYW6LM7c_9gwZbxW1wkL1-8JK6y-W75hm864Vdq_NW8NDWwn453cqGW6Tbjjk1tJbVTN5nht4SfymkvW3vCbHc3HBy60W2jbw_Q6H6lPbVbpFKd78thkpW4zC-Vt5KMq9KW7q6CWG5PsnjpW2Jx17W6Mk1fgW6Td9Gp7RrgN0W8_tBBn4pPFB2W8SrcpX5-zzcgW8SxW0q8fNdnXW2Hcrxn8C-s8yW2HwsWr66n_hwW16rHkQ6QzvR7W7TFWdM7W61GcW5cBNWR2gDR70W1Ydf0x4KgM5BW7c7Yhr994WWJW2MxQf63_hZ5TW5xYMjM6Kt5QtW5K5tBy9gNsb1W4ztBPp3HNzlmVLtFv4400t9pW2qpXpd4KrCBCW3q0qTQ4877rlW6Gm6Wv92GnhfW40gBw38G_-5sW3yq9Hl67Bzc-N2lwZKnKzhhVW7qz7Rz5gl7cCW7-Zvjz7SwTWSVMQBxL7nGmDJW6jzk995k2pY7W6hVV-57d1k8-W69z9WW5QDsvMW1hX1lr9bfsfYW3q_DBS8xXLlmW5YGvd92cRcxhVgz34W3TRfC5W69l0wY7Bc-g1W8Nywz71wLp8dW7C23xk3ssYTXW1fV86f1Z1tQ4N5HB9sZd63pwVhfMkp685f8TW4Zp7Hp2byLHTW7ttDch88JH9S36vh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DyQ9kQw3V7Wycr7CgKFnW5Qhjsx7mjTJ9W1FdPCC1L5pYVW3BnFZv5P8VxDW72k8X17tLCBhW6l8JHS9fm55JW2D8V9p3_vv4vW5SfFhl61dM9wW8gJB3036GxD8W7mKx1w1_V3CLW5FRbxB8dD57YW19t3v63FTgZrW2NkQ0G43hgBtW424T7r7TLT6tW1HBXZV8rLQM-N3Mn1shXyVpnF99m14PPFG5Vc9Kfx4T7g33W3Vzs9B27GQzSW6-4zBk5MJ8hjW4yknJ-5c9x7TN4lK5HQJYkBcVF8bYJ8hHZMVW7T5sTz48l10KW4r6hKD922TykN9gbYJhg6dx4W3VML1s7TMJX9W8FGf4S5dv3wkW7g8SF_4yTzq6W8mC9283fjCsnW7s8-qk5PSkFNW1WNNlw11dL4xN60mTb1VXKz6W8BvVPW7K2gypW830PcM4pnMfNW6Wgy7Q8Th8LgW2DxpfN3_VWDlW4tfppl1zDSWDW2rHMdk2HV0s1W3hBSg12vydPwW6xtxR317GLwmW2Zfb681GBTChW2jydqH65DdrpW6mW6_-1BsQCNW8BXmx39bPQ_8W8RCw2S3nw5J6W4fvkkk6hpfvFVByqDG8l7T3bN74vsfmWJ3XxW4F8-z066N3DcW2McxfG3T6fGtW7rQ3vj1jRJGgW3Y29ht6vgq1sW3DrQN48sg_ZmW4RPyL089gGmDW8PLXqN24JFcMW8pfYRW3Jjdv3W33GFmy21Yx8lW8PtbT47vHQb_W1LJsCT38k6TkW7XC3915k1-_kW8VVLQK72RgPpW6zYfPP8Q9RyhW3L5YjF1rcQCzW6K9Dxb9j1kWkW2Bby-h2CKYt5W2pRQqX5DbxNBW5Q97s_4-D-4tW79k_5X8dhHwY39Hf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgD-CW57BCT17J0cn4N7b2KQtmyxfmW2W8br12SYpKxW1zZ7M09jrR2pW4W-LTt6hhjDkW2M_sDn7CXy77W6PDVyx55jqbHW6JrDTl98mdLxW6twBkZ3X9hGzW4fRPQm52L5YmW6H_YvN11q9SqW4-D_x14yY1FvW4R7Nvh4fSjD0W26Klys5SVNpHW798-FB4XQJ8rW2GBY4Q98tVKvW1h2Fc64xQ8TjW1wVh7R7GdPTlN8_8cVDMzkywW79vbNC7V-vp1W2rzwKb3rcPRNW5M15vf7XS9w23hj91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgMDnW1tyHmZ7Yq2HcW1PsyzB5_zgwtW3GmBST2-C9bLW8FX5622NZw0wW313Nxd8WpzpHW5jJW1Q1WcZwRW5Shjn_253XsKVzXd7n2wVCVlW1tC4MY88XMpjW39KCHp1m-Zm0W793DkK3kYLpbW4mtcxZ5Zq_XpW3yn7Rd4glJNmW5-Ws4X2D25SmW2-BtJ377pyQ9W4VLXMb3nRS-qW3Cj-922CHn5BN1mPnsc44VHCW6PVV2y5Lq2YBW4kCLDv4BYbrNW7SKw945DRg3mW4fkCMy4vsYzM37qr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgLZGVqNHrb4Mh8DYW3CVhSz3_WGXMW50yt9t3YTGZmW51Db_c4Ksnj_W8FqgkD2k1sdHN40MpKgV5WxvW2S9zy03kXVrcW2m9YNT4-wKp2N4J1Vbd6JSb7W6Fgz6G888zMWW1LJfDk2-LpWvV_rdhG8rkctfW8khy2G492wtBW2NpJjt8ymzYdW4ZCL5X3H6zthW6xGS4K5ttlxVN4h_SXky_nwPVY3WNK72crTNW6LRl-w507sR7W6D0XxN4WHdt7W8skmWW5T9pv5W7B_1mb3nSwxK3bkB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgG63W7YX_bV5QykjyW59t0zc9d-W7jW98RB5t7_pyhYW2LhBYp2WqhfzN6zZ8VyJLRgSVTCxVM4nH6bRW4dTyfX37Pbd7VjFJy34J6hr6W6kb6K-8362mjW2YGS505V4kglW960Cl23k6pFXN2r1ZlysRTK0W3d9JQf1k-dPJN5hpkGlkrwJ9W4vpVLY2rB9T6W8mgY-V5TMX1CW39DRSN8_bZx6W845ldV7SHTJsW1k3j1Q2HVLJSW3p8hjd3stY5-W5v1DN59bKzM5W3F3wh84Bq8PD35041
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgG63W7YX_bV5QykjyW59t0zc9d-W7jW98RB5t7_pyhYW2LhBYp2WqhfzN6zZ8VyJLRgSVTCxVM4nH6bRW4dTyfX37Pbd7VjFJy34J6hr6W6kb6K-8362mjW2YGS505V4kglW960Cl23k6pFXN2r1ZlysRTK0W3d9JQf1k-dPJN5hpkGlkrwJ9W4vpVLY2rB9T6W8mgY-V5TMX1CW39DRSN8_bZx6W845ldV7SHTJsW1k3j1Q2HVLJSW3p8hjd3stY5-W5v1DN59bKzM5W3F3wh84Bq8PD35041
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgRpKW6Y3zQP4dykd3W2x72j_31JpXLN4sXmT66LYJYW7_rNX295cNTfW8Cc7nf74lbZKW2PCL2-4qxjz8W26t7ys6fj1JFVk7Ndp9drcTvVj1b0G6Csq99W97ykkY1Bp9xBW7BZNhl9bSJ-0W8SJ8TV6_ZBtzW8rbXHS8qD4TTV30Vdk8Jx-nJW65MMsL2lGFqvW6NpxRt1t_pnmW7_lTJw2jNJWRW8_Dbzy6n4HV9W6HQMSx1b05fHW6j1RwN7blgd9W4BN_tp4bj_QrW2kDfJD19h7RH3nNv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgStYW3MvcNX6NJ7XPW6Ml7V711BHxXW7rLwJG4btwCNW6TJ-HH2rlYZtW6-HnXp23vRFmW6lqhZR4Pl1Y0F2YJH7bYH11N5psP-XLsM9tW4hcsNk5R_3VRW7_phDp1VjmQNW3M88827kPLg4W6vNn2C30_7wgW2dsG7x60rnw4W7KpGVG4bxBktW9324zF4WL7yzN5p7yQfyjsrQW2y939l4JBj_ZN5jdNP-8zgJVW1Wfr9_1zpdG7V7h0sB1ng4c2W2NG3pd5H0sjnVZyyb05BxHKX35BX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgSpmW1ks40c7WNvRjW31sfJz3gYFQ-N2V8q_C612CCW4N4HcH2-TJ57W56Ghkn1Lj-YBW8LW7Mt2y_6HHW1h55097VFkQdW7BnXv62t8nCJW63ZDDT7b3QXJW8Wbjl02QXvGxW4DM1Cf58ZZJvW3P6S0z8mlgWXW62bGPL4xmjDBW6kC32Y8dTkzvW16wwYs4QwWsvW2Dl-pk4wcrhpVKgtXF8JRHJ8W3fLK-93P66nvW6Z90_v5zblSxW9jdxbK2F8y9DVRpL1m3gl19jW57Y9bC2K90Lz3b1N1
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more useful indicator is the unemployment rate, which tends to fall to its cyclical lows 
around the start of bear markets. It was down to 3.8% during February. Given that the labor 
market is so tight, the jobless rate may have further to fall before it bottoms. 
  
The Misery Index is also inversely correlated with the forward P/E of the S&P 500 (Fig. 15). 
Again, the relationship between the two is not a tight one. However, the increase in the 
Misery Index over the past 12 months has coincided with the decline in the S&P 500 
forward P/E over the same period. The Misery Index seems likely to continue rising in 
coming months, consistent with our view that the forward P/E has more downside. 
  
Notwithstanding the strong improvement in the labor market over the past year, the 
Consumer Sentiment Index (CSI) dropped to 59.7 in mid-March, the lowest reading since 
September 2011 (Fig. 16). That’s because inflation has soared over the past year, as 
reflected in both the CSI and the Misery Index. The CSI is correlated with our composite 
P/E series, though this relationship isn’t a tight one either. In any event, the sharp drop in 
the CSI is another negative for valuation. 
  
Valuation II: Other Metrics. There are plenty of other metrics suggesting that lots of air has 
already come out of stock market valuations. Consider the following: 
  
(1) LargeCaps vs SMidCaps. The forward price-to-sales ratio (using forward revenues for 
sales) of the S&P 500 peaked at the start of this year at 2.88 (Fig. 17). It was down to 2.45 
on Friday. Just before the pandemic, it peaked at 2.29. So it is still relatively high. The 
forward P/E of the S&P 500 peaked at 21.5 at the start of the year and was down to 18.3 on 
Friday. 
  
The forward P/Es of the S&P 400/600 indexes both were around 20.0 early last year (Fig. 
18). They’ve fallen significantly since then, to 13.9 and 13.5 on Friday. 
  
(2) Growth vs Value. The forward P/E of the S&P 500 Value index rallied at the end of last 
year to peak at 17.4 at the beginning of this year (Fig. 19). By Friday, it had retreated to 
15.7, almost down to its low of 15.3 late last year. The forward P/E of the S&P 500 Growth 
index declined from 29.7 at the start of this year to 22.3 on Friday, below the pre-pandemic 
high of 24.2. Leading the way down was the forward P/E of the MegaCap-8, which fell from 
33.8 to 26.5 over this period. 
  
Valuation III: Longer Correction. Joe observes that the latest correction lasted 64 
calendar days, from January 3, when the S&P 500 peaked at a record 4796.56, through 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgZK_W5rr1D92zYq7SVdTDv37wFvhgW9cT5QP4KdJ6VW96y-kT50rnJsW2trVFP2q4ZkJN40V7q8KSQYhW5WG_cq1Y2yGHV8n67w3FT21VW8mGw_s1hlRp0VZzs7Q4qGd-ZW4Qcj8P6DRC3bN4JwCyhDMVCnW10f_xV6g7GSsW6lRl7D1bl5trN2zTslSMB7JCW4Z0kRP2QTSQNW3v8wvD5X_HVsW1RFvwy1Kdx-JW5gfsfk4dHMmNVmrKTD4ncHT3W7BDPjP3rq1lkW2l7Cx24psZq333Hz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7Cg-hHW8W5xHn8xbyq5VkHGrX483hyRW3_T4rN1Kmqt1W89LVd-3HPDWgW5mJ1D32Gt0HFW96bv6-6x9npLW6smFqM4tT3j8W24j_NG4KBF1dW5Fg76X8ll1J9W6PJVVD27qWY7VVCCtB8ZH6mKW5nr9GL3QP30VW7xNqFV7dJVv5W2ljSrs7gQKdhW1njsbB7lYS40W7_rzLg46bjzhVNgtMF5CPxnGW94VDRk9lJ5TnW3xlk_C1lv7YKW34NdJk8mzMrzW35hMst7Z3TZZW7H1C9P7HST8V37Ll1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgPYRN7zqMY0f8j44W2bRh1g5mms7BW2QcLHc54mZWGW8W13LV8mrYrXW2PVClm98yWqsW3Hxh7r7SfkRPW83c1nm1SctMSW3Pkw8g2n1F8_W7kC9df71Sfc0W6HRr0y9fBVvnW7PtRhL1FmGydW1Spfg444Jj94W7qrHM01T6-3SW7GtskF1fw83vW7QNhVV8MDpttW4x8L0N15p45WW1Z6hpw8J4QsvW3F2YJg5Lfr5WW37Kygv8bkdhqN23qVk7Fpd1nW68DlV34ql-1tW2fFTgg2Bwg4t3dxM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgR1xN8x_CTWk0NG5W1k1srw5FBDLVW4Gj38d4-wSQjW3WfZW21CYsg1W8HbjFJ5tq_29VTq1CG7c1mMjW5Lgt3t7pCW_wV7vfdK7BJW4NW2hyJQM99c2c7W7QpXqx8XBdQPW8sZ0_t1Z00yrW6cRnZg27CsL3W24pL287CwMGpW3ChR1C28tqc-W4HJ5mP58svVCW5f88FR7xbZqkW4PPxfx8zmqkgW5vbgx44dFj-qN5bCBbpyKWDCW76PWss3DfJtrN9b3wm5Fn9xqW59J6b66YH5yz322X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgR1xN8x_CTWk0NG5W1k1srw5FBDLVW4Gj38d4-wSQjW3WfZW21CYsg1W8HbjFJ5tq_29VTq1CG7c1mMjW5Lgt3t7pCW_wV7vfdK7BJW4NW2hyJQM99c2c7W7QpXqx8XBdQPW8sZ0_t1Z00yrW6cRnZg27CsL3W24pL287CwMGpW3ChR1C28tqc-W4HJ5mP58svVCW5f88FR7xbZqkW4PPxfx8zmqkgW5vbgx44dFj-qN5bCBbpyKWDCW76PWss3DfJtrN9b3wm5Fn9xqW59J6b66YH5yz322X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgLrzW1WKXq054XJWpW6pc12W21TYRPW72sy--6QwSZsVHhVsZ4Tr5bXW9810ld6c0FdmN2vg2DqD2FjLW9lNGMw9cr9nNW7mSMKZ6qB6B-W84_FDz3LFK4mW5LVRk64HB1QhW4LDbqy1n3-PQW5MD4nh4rc9MzW76B37d1yXGP9W7ZhVDm1hjN5ZN2WNW7W1NSBtN92j4gJNRbx0W27Nmr-6G9NG6W3_mnsd4f90sPW34vxR37w8rPwW1d4Vzd6rBcc1W6XmG665dCl3WN75JXcTrbRNq38hW1
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March 8, when the index closed at 4170.70. That’s a 13.0% decline. And it may not be over 
yet. 
  
Our good friend and go-to technician Joe Feshbach says his charts show that “a break of 
the low is coming.” He is surprised that the put/call ratio hasn’t moved higher despite the 
fact that “chatter is uniformly bearish.” He adds, “However, my expectation is a break of the 
low will not lead to a big decline as the bearish call is becoming too universal. The next 
trading rally could occur after that break.” Joe also observes that all the calls for $200-a-
barrel oil may be making a top now. 
  
Inflation I: Are Labor Shortages Inflationary? Will the current decade be remembered as 
the Roaring 2020s or the Great Inflation 2.0? Right now, there clearly are more similarities 
with the Great Inflation 1.0 of the 1970s. Commodity prices soared during that period, led by 
agricultural commodities at the start of the decade. There were two oil price shocks in 1973 
and 1979. The former included the Arab–Israeli War. The latter year included three 
geopolitical shocks: (1) Khomeini’s revolution in Iran; (2) the 1979 siege of the Grand 
Mosque at Mecca in Saudi Arabia; and (3) the invasion of Afghanistan by Russia. Soaring 
food and energy prices triggered a wage-price spiral, which caused consumer prices to soar 
in the US. 
  
This time isn’t much different. The pandemic led to excessively stimulative fiscal and 
monetary policies, which caused a demand shock that triggered a supply shock, as 
evidenced by supply-chain disruptions. Consumer price inflation has been soaring since 
March 2021. As a result of Putin’s War against Ukraine, commodity prices are rising rapidly. 
  
The big difference between the 1970s and the 2020s is the availability of labor. The Baby 
Boomers boosted the growth of the labor force during the 1970s to between 2%-3% y/y 
(Fig. 20). Now they are retiring, and the labor force growth is around 1.0% y/y. 
  
The March 9 WSJ included an interesting article titled “Will Inflation Stay High for Decades? 
One Influential Economist Says Yes.” It reported that economist Charles Goodhart predicts 
that global labor shortages will result in high inflation around the world for the foreseeable 
future. Businesses will be forced to raise wages and to pass their higher labor costs on to 
their customers via prices. The resulting wage-price spiral could last for decades unless 
central banks step on the brakes, causing recessions that will depress labor demand. 
  
That’s depressing! 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgF7PW7tzV3T2qwrn_W6mr73X62-pzpW3LGQBd4K51S1W7JLxbZ4Xg3KhW3d0YB254N2XKW4zYnY-7Q670yW85htqt7K-H4JW3JG5xQ1LhFPBN49CbyVdwdwcW8tVQyM7Dyt1HW7r2X68764szwW8mVc525kB36VN8SgPWN8hfZzW2DH5n54mMZtRW5yPNSd7bQ6W0V4Fmlt6MnMvvW8zTTmz2VCyV8W3wYgcy2hY08BW5CD-SS4T2PBQW8WlGcS1TwSD8W3657695W_cqMW2mQGys6RSFBJ3glz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dyw5nKvpV3Zsc37CgPryW2FvWt04zX7x3W2L0dRT11R501W2WRLdp7YwyN2W1kL5pN6NDl7jW17RTMl6vbSL2W4Xw8Qp3tZsSDW3hND4T7x9QM9W3GB2PN7vSsSLW50xbyf8xtyXDW4dyFMF2pTdYSW8sr47-7xt7N6W7CPKkH5dx0l-W37h4MN5Hs6nPW7Zx0mp4Wr6sRW3bGRZw8tJ_wYW8z9wd54fcthYW7617F02s8dkVW12k3w99k2YzLW5t250040lpM4W3gk4gd18kfKlN8LW4kLDLxY8W8BWp-V5NB49pW58KTpw80p1z5N6kqL5-KT0f0VPdrJh6MrwcHW8yBRbs2WTy8sW7J8tJM8v2Fb6W3ygmk-8pt6_JW6GLzzp1LSMlyW28LS2x4_GD8fW625cTF8vcHLHN6XmwZ1TWfbkV_8Rc36SX-HWW62GV478H8t0h2Jc1
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I first started writing about the coming labor shortages in my 2018 book Predicting the 
Markets. However, I’ve been arguing that businesses will respond to these shortages by 
spending more on capital equipment and technological innovations to boost their 
productivity. If so, “the Roaring 2020s” could still turn out to best describe the current 
decade when all is said and done. 
  
Inflation II: Inflating and Persisting. US Treasury Secretary Janet Yellen said on January 
20 that she was confident the Federal Reserve and the Biden administration would take the 
steps needed to bring down inflation over the course of 2022. She blamed inflation on the 
effects of the pandemic. On March 10, Yellen said that Americans will likely see another 
year of “very uncomfortably high” inflation. She blamed the effects of Russia’s invasion of 
Ukraine. 
  
At his January 26 press conference, before the invasion, Fed Chair Jerome Powell said 
“there are multiple forces which should be working over the course of the year for inflation to 
come down.” He acknowledged that “inflation has persisted longer than we thought.” But he 
declared that the Fed is “prepared to use our tools to assure that higher inflation does not 
become entrenched.” 
  
It will be interesting to hear Powell’s March 16 presser. He undoubtedly will discuss the 
impact of the invasion on the Fed’s policymaking process. Like Yellen, he will blame Putin’s 
War for higher and more persistent inflation. While he and his colleagues must recognize 
how far behind the inflation curve they are, Melissa and I think that they will opt for a 
gradual course of rate hikes for now as a result of the uncertainties attributable to 
geopolitical developments. So we expect a 25bps rather than a 50bps hike in the federal 
funds rate on Wednesday. 
  
Movie. “Vikings: Valhalla” (+ + +) (link) is a Netflix series that chronicles the legendary 
adventures of some of the most famous Vikings who ever lived, including Leif Eriksson, 
Freydís Eiríksdóttir, Harald Hardrada, and the Norman king of England William the 
Conqueror. The series starts in the early 11th century and reminds us that humans have a 
very long history of waging war on one another. The conflicts usually have been about land, 
scarce resources, religion, and/or power. The consequences always have been terrible and 
often have set the stage for the next war. Just when the world thought we had made 
progress toward creating a more peaceful world order, Mad Vlad reminded us that we 
haven’t. 

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz_3q90JV1-WJV7Cg_2nW873P8_5dZQB7W7H8TBB8tw0J8W679dWL536j0zW7FHLXs1Qb5tgVGTkkl2-ZzQyW5wwjQj4h-gXlN30k__9Szt90W8ZCtwB1pqSrmW11XwHB1tnwbNW5Xf-2L7-bM41N83NgBXXy9JXW28STlK5cx5tNW2Cd4Cf6YVZLHW83DvMf1TyB2qVwjDq885bzKfW9h1-w-5W4Fj4W3VyjzK77hcN6VR-Zwc2n1Lt-N1QGBkw4DSKTW55-SGT5q6nCnW389n1G2K8GtsN55wHQYH9FbNW96Q27s2VNVmvW6ydlRW2gQ_25W8YWcLl71s5HPVDWWdJ7tTKKkW35wM4H4cVqTzW1ssKQ43PD24t3fjt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz_3q90JV1-WJV7Cg_2nW873P8_5dZQB7W7H8TBB8tw0J8W679dWL536j0zW7FHLXs1Qb5tgVGTkkl2-ZzQyW5wwjQj4h-gXlN30k__9Szt90W8ZCtwB1pqSrmW11XwHB1tnwbNW5Xf-2L7-bM41N83NgBXXy9JXW28STlK5cx5tNW2Cd4Cf6YVZLHW83DvMf1TyB2qVwjDq885bzKfW9h1-w-5W4Fj4W3VyjzK77hcN6VR-Zwc2n1Lt-N1QGBkw4DSKTW55-SGT5q6nCnW389n1G2K8GtsN55wHQYH9FbNW96Q27s2VNVmvW6ydlRW2gQ_25W8YWcLl71s5HPVDWWdJ7tTKKkW35wM4H4cVqTzW1ssKQ43PD24t3fjt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824DzJ3q90pV1-WJV7CgBBbW4zpq2r7z6M-3W3py3ZS6CmSkcW6CbHY392bMsFW6Fg82f4YF4gjW23VLX32JGCGWW5D13V92JNCfmW6_0MpB6VH865W2hHMgX8G2w6TW3PJDbH6r8n5mW3-Ngx_8gTPQyW2cZrsN8JNs3KN7Jxh9ZKv9YdW2NLv2k1XMMz4W5MMxSd9jFgTjN1ZVsrFTyDlhW6NbdLM2pxcgdW56kySK8phCQLW3STb_p5q51PSW3cgN686f9sYSW3VcSQr2sKtsLW7rV8Yx3lH_VfN5Cfdf7vl6x3W3ttYp06rbDtkW9m5L0k3GsLcWW3yMpm925bKfMW7BnJbS2RMlSB3m8l1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgZXnVjDSbr7PxRcqW7fJFQV2j8zdPMTVff7zm1R9W7-qKb78RkmhJW7mQKvy89_2b8N5DptsKphXJfW3cDwS56LpyJjW8RXzhY43nKTXW2LkR_14JvMh8W5HJRRM3j43PFN5lT7XJ58n42VN8MTV331T6hW1S3Qrn1Mlm35W7YKJX76N4kPVVtNN5s1N9KZFW7zFkRj5w4_LPW6LlH4H1njH-6W5mLnl95sK4XJW73WkJs1YtskTW6QbM9921Zd6qW1ztYX22QCrzWN7Hw6dvV5Mvd345D1
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Calendars 
  
US: Mon: None. Tues: Headline & Core PPI 0.9%m/m/10.0%y/y & 0.6%m/m/87%y/y; 
Empire State Manufacturing Index 7.25; TIC Net Long-Term Transactions; Weekly Crude 
Oil Inventories; OPEC Monthly Report. (Bloomberg estimates) 
  
Global: Mon: China Retail Sales 3.0% y/y; China Industrial Production; China Fixed Asset 
Investment 5.0% y/y; NBS Press Conference; Eurogroup Meetings; Elderson. Tues: 
Eurozone Industrial Production 0.2%m/m/-0.5%y/y; Eurozone ZEW Economic Sentiment; 
Germany ZEW Economic Sentiment & Current Conditions 10.0/-22.5; France CPI 
0.7%m/m/3.6%y/y; UK Average Earnings Including & Excluding Bonus 4.6%/3.7%; UK 
Claimant Count Change -28k; UK Employment Change 3m/3m -65k; UK Unemployment 
Rate 4.0%; Enria. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index registered its worst decline 
in seven weeks, falling 3.0% last week to 13.1% below its record high on December 27. The 
index ranked 40th of the 49 global stock markets we follow in a week when 27 of the 49 
countries rose in US dollar terms and the AC World ex-US index dropped 1.2% to 12.6% 
below its June 15, 2021 record high. None of the countries traded at a record high in dollar 
terms during the week. EMU was the best-performing region last week with a gain of 3.9%, 
followed by EAFE (0.4%). Russia lost all of its value in the latest week, contributing heavily 
to the record-breaking 57.2% decline for EM Eastern Europe, the 13.6% drop for EMEA, 
and the 8.3% decline for BRIC. Also underperforming were EM Asia (-4.9) and EM Latin 
America (-1.3). Hungary was the best-performing country last week, rising 11.4%, followed 
by Poland (7.4), Sweden (6.8), Portugal (6.6), and Argentina (6.4). Among the 17 countries 
that underperformed the AC World ex-US MSCI last week, Russia’s 100% loss was 
followed by Sri Lanka (-22.5), Egypt (-12.0), China (-9.2), and Japan (-4.4). The US MSCI’s 
ytd ranking dropped to 31/49 from 26/49 a week earlier, and its 12.5% decline is now trailing 
than the 11.4% drop for the AC World ex-US. EM Latin America has risen 12.8% ytd and is 
the only region outperforming the AC World ex-US. The laggards: EM Eastern Europe (-
80.4), EMEA (-26.9), BRIC (-19.1), EMU (-17.6), EM Asia (-12.9), and EAFE (-12.5). The 
best country performers so far in 2022: Peru (29.8), Colombia (21.0), Chile (19.8), Brazil 
(18.9), and South Africa (14.2). The worst-performing countries: Russia (-100.0), Sri Lanka 
(-33.3), Austria (-25.9), Hungary (-25.8), and the Netherlands (-25.1). 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgFZXN1938S574My1W1d61-v4zn5sBW5s3QnH91QjC3W1d9P8q2JDHnXVP2Mdf5TbNg4W6zd_Qw8MnbZfW5YpCWs5twdkFW8rky3J2qFXrpW2jPPc_2Gt0BhW79z8hy2P-n0dN43VT5_X_-DXW3vsGGd2v99-9W3zHmJF5rx1M5W7X9YMV4hWyy3W6Dp3Ys6nN99SW9dnhj_2mqp5kW6YHHQC8ssg51W84fb703k8w5GW4_pTXy5_7h_sW4ZtmP23KDQv9W7PL32H1tqfyJV4ym3D5kjR023ppl1
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 S&P 1500/500/400/600 Performance (link): All three of these indexes fell last week and 
posted their biggest declines in seven weeks. SmallCap was the best performer, albeit with 
a decline of 1.1%, ahead of MidCap (-1.7%) and LargeCap (-2.9). LargeCap is now 12.3% 
below its record high on January 3. MidCap ended the week 11.7% below its record high on 
November 16, and SmallCap dropped to 12.4% below its November 8 record high. Four of 
the 33 sectors rose last week, down from 13 rising a week earlier. MidCap Energy was the 
best performer for the week with a gain of 3.9%, followed by SmallCap Energy (3.3), 
LargeCap Energy (1.9), SmallCap Industrials (0.0), and SmallCap Financials 
(0.0). SmallCap Consumer Staples was the biggest underperformer last week with a decline 
of 7.5%, followed by LargeCap Consumer Staples (-5.8), LargeCap Tech (-3.8), and 
MidCap Health Care (-3.7). In terms of 2022’s ytd performance, all three indexes are down 
ytd. SmallCap is down 8.3% ytd, less than the declines for MidCap (-9.5) and LargeCap (-
11.8). Just three of the 33 sectors are positive so far in 2022. Energy dominates the top 
performers: SmallCap Energy (38.5), LargeCap Energy (37.3), MidCap Energy (24.3), 
MidCap Materials (-0.1), and LargeCap Utilities (-2.2). The biggest ytd laggards: LargeCap 
Consumer Discretionary (-18.3), LargeCap Communication Services (-17.9), LargeCap 
Tech (-17.4), MidCap Consumer Discretionary (-17.2), and SmallCap Consumer 
Discretionary (-16.4). 

S&P 500 Sectors and Industries Performance (link): Just one of the 11 S&P 500 sectors 
rose last week, but eight outperformed the composite index’s 2.9% decline. That compares 
to a 1.3% decline for the S&P 500 a week earlier, when five sectors rose and six 
outperformed the index. Energy was the top performer with a gain of 1.9% ahead of Utilities 
(-0.7%), Materials (-1.6), Real Estate (-1.8), Financials (-2.2), Industrials (-2.5), Consumer 
Discretionary (-2.6), and Health Care (-2.8). The worst performers: Consumer Staples (-
5.8), Tech (-3.8), and Communication Services (-3.1). The S&P 500 is down 11.8% so far in 
2022, with one sector in positive territory and eight ahead of the index. The best performers 
in 2022 to date: Energy (37.3), Utilities (-2.2), Financials (-7.1), Consumer Staples (-7.5), 
Industrials (-7.7), Health Care (-8.8), Materials (-10.0), and Real Estate (-11.7). The ytd 
laggards: Consumer Discretionary (-18.3), Communication Services (-17.9), and Tech (-
17.4). 

S&P 500 Technical Indicators (link): The S&P 500 fell 2.9% last week and weakened 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma) for 
the fourth time in five weeks. The index closed below its 50-dma for a tenth week and was 
below its 200-dma for the seventh time in eight 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 ninth 
week, as the index dropped to 5.8% below its falling 50-dma from 4.3% below a week 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgHYvW6Nmc782Z4XVkW99_6rv7V4Q75W93F7f57bBkC8N4qkXsnWNkpVW8m_h1-4s1lNGW47-z-Q84wLVkW3CNJh35pbXJ9W1MMjBZ7x9tLhW4B6Bwv1-vJPdW2MgrKN81YVN1W22tJ6R8W-ymBW7v9lb_4nvLBCW4NJ7mB9468mfW22MxW329W-FWW2FXFWV3mjpt6W99MBKN48hN3qW18M-954Vj24_V2LW_95cNrbbN8DtYCYbvjWCN1XKQHbf6fRbW27rNlz2bB6cPW6ggW5W6YJgnX321M1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgFkQW7Q1P5C4X4Xp-W190BqY28jW6tW6TtJ8t1ZTf95W3CfVRk4gHz1KW3ykLSz7CbN69Vl70Qq22d88zW1TDhDS1JKhGnW2mMHV61kn_5FW7fKnFH7FGNDVMRvmwFHGnvqN5X59PfJGYm9W46hYkJ4rhCpPW1Md4Ck5tBBjnW11Hc-r4kvrK7W4NtccD8YXcP0W2dclST2T7ZjXW29C89q5YxfywW8GjMQX9dgBF4W77Dl085Pvd2QW5GcnjR2TghGNW7n_--b78gMzHV4plb83x-qyP361s1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dzp3q905V1-WJV7CgFDJW7m_tmr5gZV86W9dWwMh1PRnG_N33F6HMXKDpXW8C21c75hvGKGW2TSQ5H69YYGCW980W532VRDBpW2L-1wB4lfp4XN82xtwW9p3tmV-dPq-8F_XbcW37sVZ82l2b4VW11nLNN1qcrRTW4NBJj02LgZZtW6DL_Jm1flyspN4QvYtJ14D3MW2G9QVW4nlVD_W5zMBmV80ts0WW6JKf7k9ld1zXW61sm9h5tj-ZHW5hNjS29kxGhwW90FD9G30Tc7TVms4DG469515N62Y_4mxmnsfW4M2Qs86rx0_VW3nMbTg17xLlq3j901
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earlier. It remains above its 23-month low of 7.5% below its 50-dma in late February. 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 dropped to 
6.1% below its now-falling 200-dma from 3.3% below its rising 200-dma a week earlier. 
That’s up slightly from Wednesday’s 23-month low of 6.8% and is 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): Among the 11 S&P 500 sectors, Energy and 
Utilities were the only ones to trade above their 50-dmas last week, unchanged from a week 
earlier. Energy is the only sector with a rising 50-dma, as Consumer Staples and Utilities 
moved below in the latest week. Looking at the more stable longer-term 200-dmas, Energy 
and Utilities were the only sectors above that measure last week as Consumer Staples and 
Health Care fell below. For perspective, back in April 2020, just one sector (Health Care) 
was trading above its 200-dma. Six sectors have a rising 200-dma, unchanged from a week 
earlier. The members of the declining 200-dma club include Communication Services, 
Consumer Discretionary, Financials, Industrials, and Materials. 

 

US Economic Indicators 
  
Consumer Price Index (link): Inflation accelerated in February at its fastest pace since 
January 1982, outpacing wage gains by nearly 3 ppts. The CPI advanced 0.8% last month, 
averaging monthly gains of 0.7% the past five months, pushing its yearly rate to 7.9%, 
which is 2.8ppts above the 5.1% gain in average hourly earnings for all employees that 
month. Core prices climbed 0.5% in February and fluctuated between 0.5% and 0.6% the 
past five months, pushing the yearly rate up to 6.4%—the most since August 1982. Here’s a 
look at yearly rates across the spectrum: food (7.9% y/y) costs are accelerating at their 
fastest rate since July 1981, with the rate for food away from home (6.8) the highest since 
the end of 1981 and the rate for food at home (8.6) the highest since April 1981. Energy 
(25.6) costs eased a bit for the third month from November’s 33.3% y/y—which was the 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dzp3q905V1-WJV7CgXB4W2C3NK09bKB8tW98SnDM7wgRPvW1VMDTz62QRV5W3qkvkr194YMyW6Mbz6d6rxZCgN3BNgKwgTj52VVm0fs8fMMqqW2WrGyy864jcxV5f68q22GcWsW67JZXt1tg27qW7CqVpR6QDSvFN5VXnV-lgQgfW8Sm9tv4KYt3pW1pL6wC6zW_x6W8cWlhr1rCrYgW6dSQwq51XPXWVbSmRc59ypwwW55LYnk1zc3Y1W3Y4j9F48B-QRW79D8Yp8Rbd8nVmZ1kj5P-61PN34vGHWY7QZ4W1P3CDL7dBzPHW4NZwYp2w0X_R33251
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgNglW8zlyt5261Q75W5qqXjn5jxs-jW92SQB-7gRZcNW3_Kr4097HkDsW39w5MN80MFq-W1mxXlP1gH_lLW5mMdyB5wJSv8W7Tm1ff8H1KTnW8sD29k3N4Q2SW6WSJYL7jXyqfN3m0F_JpltJvW8MHs8K1TRXXbW7pQJ9q6RHGmBW8DlDnc7Gj01qW6ySQvD6Jb2RFW8yrKGZ7gr4P9W6LPRky5T29qbW6JZnRS3MKLGTW6L5scf6793f5W9b_wn44VPCxdV_RhlS3Shsw6N4PdS7fK0P283cR41
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fastest pace since September 2005—with the slowdown broad based: Both gasoline (to 
38.0% from 58.1% y/y in November) and natural gas (23.8 from 28.1) rates have slowed 
over the past few months; the rate for electricity slowed to 9.0% y/y in February from 10.7% 
at the start of the year (the fastest pace since September 2005); and fuel oil price gains 
slowed to 43.6% y/y in February, down from 59.3% in November (the highest since July 
2008), though has been moving sideways just above 40.0% the past three months. The 
consumer durable goods (18.7) inflation rate accelerated to its highest percentage since the 
record high of 20.2% in the early 1940, while the consumer nondurable goods (10.7) rate 
was the highest since summer 2008. The rate for furniture & bedding (17.1) climbed to its 
highest reading on record, while the rate for new vehicles (12.4) accelerated at its fastest 
pace since April 1975. Meanwhile, the rate for used cars & trucks (41.2) accelerated for the 
third month from November’s 31.4%, moving back up toward June 2021’s record rate of 
45.2%, while apparel (6.6) prices accelerated at its fastest rate since the end of 1980. The 
yearly rate for medical care commodities (2.5) was positive for the fourth month, posting its 
highest rate since December 2019, after being in negative territory for 13 successive 
months. Within services, owners’ equivalent (4.3) and tenant-occupied (4.2) rents 
accelerated last month—up from recent lows of 2.0% and 1.8%, respectively—while the 
rate for lodging away from home (25.1) soared to a new record high. Meanwhile, the yearly 
rate for hospitals’ (3.4) services has been moving sideways, while the physicians’ (0.5) 
services rate slowed noticeably from 2.6% in January and 4.3% in December; it peaked at 
5.3% last March. The yearly rate for airfares (12.7) moved further above zero in February 
after nosediving last year, from 24.6% in June to -3.7% by November, then recovering 
altitude in December (1.4). 

Consumer Sentiment Index (link): The Consumer Sentiment Index (CSI) in mid-March 
sank to its lowest level since 2011, with the highest-ever share of consumers expecting their 
finances to worsen in the coming year (going back to the mid-1940s), as expected inflation 
accelerated to its highest percentage since 1981 and expected gas prices posted their 
largest upward surge in decades. The CSI tumbled to 59.7 in mid-March from 70.6 at the 
end of 2021—and 28.6 points below its recent peak of 88.3 last April. The expectations 
component has plunged 13.9 points (to 54.4 from 68.3 in December) the first three months 
of 2022, to its lowest reading since fall 2011, while the present situation component is down 
6.4 points (67.8 from 74.2) over the period to its lowest level since spring 2009. They were 
at recent peaks of 83.5 and 97.2 during June and April of last year. Mid-March’s expected 
inflation rate soared to 5.4% y/y—its highest percentage since November 1981—up from 
3.1% last March and 2.2% during March 2020. The expected inflation rate over the next five 
years is holding steady around 3.0%. According to the report, “The greatest source of 
uncertainty is undoubtedly inflation and the potential impact of the Russian invasion on 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVPQJM1hzCSKW4Sy8397JmhnMW5tZZwQ4GCk7jN824Dz53q8_QV1-WJV7CgZxLW6ptXcd4txld9W26l3__6qPW8NW28_G4f7rBDmCW2fs-5c823rsNW8z2pS2168wTnN7Xvg8v5M2W4W8BsfV73HFJQ0N7lV9vHJBl9MW7J59Zg44nQHPW89YBv771FSXgW8xkLlg5V0P9kW5_kkmK6-JtQLVHJ4HM1J2bKjW9djGt36Xl5WcW264JC97NtJqbW4_d9vh8WR-hhW4wLCw081mZJMW7fhMjP2JT6M3N53ch35slCngW5nK46Z2h2DQJW35Pc0y5JGWtcMXSFnX_fcP83lbB1
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Ukraine. In the March survey 24% of all respondents spontaneously mentioned the Ukraine 
invasion in response to questions about the economic outlook.” It’s hard to find any 
encouraging news in the March report except for this: Consumers remained relatively 
optimistic on the job market, with slightly more consumers anticipating declines than 
increases in the unemployment rate. 

 

Global Economic Indicators 
  
UK GDP (link): Real GDP in January bounded back as the Omicron disruption eased, after 
the Omicron variant and Plan B restrictions sent GDP south during the final month of last 
year. Economic activity expanded a larger-than-expected 0.8% in January, on widespread 
strength, boosting real GDP 0.8% above its pre-pandemic peak. The service sector was the 
main contributor to January’s increase in real GDP, growing 0.8% in January and 11.1% 
y/y, pushing it 1.3% above its pre-pandemic level. The report notes that output in consumer-
facing services increased 1.7% in January, driven by a 6.8% jump in food and services 
activities, while all other services collectively saw output increase 0.6% during the month. 
Meanwhile, the manufacturing sector grew for the third straight month, climbing 0.8% in 
January and 1.8% over the period, though is still 1.6% below its pre-Covid reading, as 
supply bottlenecks have restrained growth. Meanwhile, construction output rose 1.1% in 
January and 5.1% during the three months through January—boosting it 1.4% above its 
pre-Covid level.  
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