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Geopolitics I: Ceasefire? As The Beatles’ John Lennon sang: “All we are saying is give 
peace a chance.” Our March 2 Morning Briefing was titled “The Case for a Ceasefire.” 
  
We observed that Russia’s military campaign was experiencing setbacks and that it was 
starting to lose the economic war launched by the West in retaliation for the invasion of 
Ukraine. We concluded that Russian President Vladimir Putin’s “fallback position might be 
to withdraw his forces from all but the two ‘independent republics’ he carved out of eastern 
Ukraine last week in exchange for a guarantee that Ukraine won’t join NATO.” 
  
On March 7, Dmitry Peskov, the Kremlin spokesman and a confidant of Vladimir Putin, said 
Russia had told Ukraine that it is ready to halt military operations “in a moment” if Kyiv 
meets a list of conditions, reported Reuters. Russia was demanding that Ukraine cease 
military action, change its constitution to enshrine neutrality, acknowledge Crimea as a 
Russian territory, and recognize the separatist republics of Donetsk and Luhansk as 
independent states. 
  
The Kremlin spokesman insisted that Russia was not seeking to make any further territorial 
claims on Ukraine and said it was “not true” that it was demanding that Kyiv be handed 
over. “We really are finishing the demilitarization of Ukraine. We will finish it. But the main 
thing is that Ukraine ceases its military action. They should stop their military action and 
then no one will shoot,” he said. On the issue of neutrality, Peskov said: “They should make 
amendments to the constitution according to which Ukraine would reject any aims to enter 
any bloc.” 
  
Geopolitics II: The Dragon and the Bear. Are there limits to the friendship of the Dragon 

 

Check out the accompanying chart collection. 
  
Executive Summary: Today we examine Putin’s War from several angles: The ceasefire demands 
that Russia has put to Ukraine, the requests for assistance that Russia has put to China, and reasons 
for surging US gas prices. … We also examine runaway inflation from several angles: What the Fed 
could do about it, what it will likely do instead, and why the wage-price spiral won’t be stopping 
anytime soon. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgCYmVB7ms83HQ70XW9bYYPq8lYq8JN5WfjBMkJbk0N59LSYFRBPn3W4yFzdD1LwT6HW6gXlSh7TWD4_VG8fjq5xJPj2W9lPqWR4G4rSzW543QSj7QDcrxW5KbhB_6nLDWjW2gJHqS47YttRW2xl55G7dx1kvN1PMgY_RXYZ5W38XC9t8Ql5T9W4G_KV210ypbjW7Jyc_-30vlpmN7d2Rf2bj8PWW6SnLB61JFfbrW7PB75B2jsW4yM29ngpgMHsHW7DgKj26PBkrlVG1G572CYrxZW1tRyyb2_11NlW4LS-s-6RWxNS31C71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1VV5nKv5V3Zsc37CgTvLW73Yjd59jYP_HW5dVYXY4bHqC-W4_lwcM3C1DgjW602fYh2RDcYHW3J0sSY4vG5mBW7tT4PQ1hZL25W7YHm2290YltWW2FvKmH63XXdjW94Vs7g7bV0VcW9gWGRR54z1gFN4pN09pDr7QKW942K1k4TwWZKW8812T122fFmhW6s2BY88lf2XkW6-H7KJ4WTQXDW3MdsqX32dXfTVXRwzw6YkNm1W63KS1V3VkgPKW5Xd6qV62d6YCW8tZPFs4Q8-T1W6CPRps3kQZXQW1Ydy506N3fM2W7Kgv7R3gXQ68W1q_q_w2ZRxnbW9jbnMv5-xcdmW2HCHLJ9hWvtbVh57kf3HMSwPW2H_PfC51vPXWN2rtlGXVpJptW8zxH_D1L9LtHW5sC8cb1GK-7wW28sJlK8B_LLb2fV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgKVwN8dQSD89MKMVW8Lv0fg3Qm9zcW2t96VL29k6ryW6ysZ0y5T6Q_cN5XCVv4lXZ6wN5nHGLGMgSQtW2L3kmv79wg9DW74Qjfv5cf-k2W1Zg3Nx3Tq-D1W7xhpRv34nG54W4B6KHt1tky0vW47k4bR6mwbHGW6cV8kv8zl8z7W7WGM3y606bbMW1Msws57_STCyW3d8tNV2RxJTmW2-xjXq4VWgj8W8rqfS08d1JTNW279mf06sq6K1W3m7F_s7yc-mrVltnzL5DjQVxW50xGzl6kfvKr34nb1
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and the Bear? In our March 9 Morning Briefing, we wrote: “Last month, just before the 
Winter Olympics started in China, Putin and Xi met in Beijing. Their joint statement declared 
a new world order, with Moscow and Beijing working together to undermine American 
power. The new BFFs vowed that their countries’ friendship had ‘no limits.’ The Chinese 
leader also declared that there would be ‘no wavering’ in their partnership, and he added his 
weight to Putin’s accusations of western betrayal in Europe.” The statement was issued on 
February 4. 
  
Here are the latest developments that are about to test this partnership: 
  
(1) A March 13 FT article reported that US officials told the FT that Russia had been 
requesting military equipment and other assistance from China since the start of the 
invasion. They declined to give details about what Russia had requested. Both Russia and 
China denied the report. 
  
(2) Jake Sullivan, the national security adviser for President Joe Biden, said on two Sunday 
March 13 television shows that the US would not just stand by and allow Beijing to 
undermine US and international sanctions against Russia. Sullivan said on CNN’s State of 
the Union, “I’m not going to sit here publicly and brandish threats, but what I will tell you is 
that we are communicating directly, privately to Beijing that there will absolutely be 
consequences for large-scale sanctions evasion efforts or support to Russia to backfill 
them.” 
  
(3) On February 25, the UN Security Council considered a resolution to denounce Russia’s 
invasion of Ukraine. China and Russia are among the five permanent members of the UN 
Security Council; the other three are France, the UK, and the US. Because Russia is one of 
the five powers with a veto, the resolution was not upheld. 
  
(4) Agreeing to a partnership with Russia on the eve of Russia’s invasion was a major 
foreign policy blunder for Xi. He put China on the wrong side of history, as evidenced by the 
historic UN General Assembly vote denouncing Russia on March 2. The resolution was 
supported by 141 of the assembly’s 193 members. The only countries to vote “no” in 
support of Moscow were Belarus, North Korea, Eritrea, and Syria. Longstanding allies Cuba 
and Nicaragua joined China in abstaining. 
  
(By the way, I think it may be time to replace the United Nations with a League of 
Democratic Nations and to stop doing business with nations ruled by tyrants. Obviously, 
that’s easier said than done, but current events demonstrate the dangers of making them 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgRn7W5vNPLL4T185tW4qZGKb3fvxY8W8j6rc86kF8lSW65x_Js85-_cXW34Ymg42vWV2lW4rDWb56LwBHfW57PTFD5F1kWFW73hH014gd9_cW6T5JLF2cJkp5W4n9zYY3NWjXsM-cT8QZ7NfbW4wCm1s70HBGyW61xQNj6W5D6yW2bMMB-32BRQJW3Xg1tM4QDylTW4qxth_7-shPCW7jmhQ04-MxD2W6f5Xz_3R8L71W2NzcLG25ThYYW1L8D_s6jdggYW8vppmg36652-W2lrpjZ5r41V5W7980433fHtP2VGxGTY8F4wrd3nsF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgYVlN5142NfGKZ51N8NkJBg77C02W7dyWvk1g3rK7W2fr_1d6PYM3vW3yM02p3c3vDjN7x2bbskGth0W7b9jG-47f5q-W8kYrK01vG0WpW10Rpzb8YKPl-N7SCTFd2WfHLW6_fk6c8mfl37W2Zx-185Ys_gxV6zDRp7zPzMBW4Pc9Qv81tqs5W1Tk_2w1Vx1WgW7g8rhn3g657_W67sCZg6lxcmlW3tJZP-6lTNdpW3Fg4F01w9F6wW8X8K6k10kkGgW2R45bS1k3DRZW5RtFnm6LlXXp3b7K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1Xm3q90pV1-WJV7CgS-FVcky8h6Lc1gYW4R6MxQ105JR3W4JBjzw8SgK8XW5B8PxX7CMg4-W3H2YnB4Q5lT8M5Ng2vWvDS9W9flrK63jbjy5Vvv7qV7vRMs1W3Wgn7v2TRZKlN7hsc7dtLKvFW8hBfR07V9_LwW9fWRrq7WH7TCW61t-D742D8F4W4JRk2S3PKxJPW39LvXf7Q15JJW2RtbjY334sjHW3hWrW135mh6hW8SQ72q481dh8W2WFhhS4mvPfMVjQx5m8tMvw5W4Jk-SL4xg1DsW5v3f3q8K8JF4N7hhg021VSGKW2JjtL37zKbz4W8KMRjK2jjKRtW8hSLrG8jvs_339r11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1XZ3q90_V1-WJV7CgMbPW87Q7LC88wf8mW5MyYdf9lZx2YW12LkgQ1lZd2BW1mz-KB4GfkvpW8h3YYZ5H4hhGVR146f4jTLPWMSqkTwrhyX8W1VMwSz1Nd117W6lh1yN4SN0r7W3vcbYf890PVbW7tHYLN8_jgmsMHny7tmhN32W4wkRSN3NFYP4W6-L4fM30YpR1W8jZy8Z5y26CcW8Y1h1P5c--9hW2glWnt3Cz8-rW2lzGc87KSpY_N40_KSH40XW5W3LvjB37hdWXxN3RQCy1YJZSHW8nQl6q2--BFSW85ldSc3_ZdyMW60vlTM8-_w_tW8m6PMF8ms-x8W152z5p5lfzh8W94MQZw4tBCQ1Vfg1Mx3-q7x_N25_c_m4l0-wW4N5BvH8Mvz9t3pYs1
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more powerful and even greater threats to democracies by doing business with them.) 
  
(5) The March 14 NYT included an article titled “China Sees at Least One Winner Emerging 
From Ukraine War: China.” The article observes that China is scrambling to avoid becoming 
a pariah nation along with Russia, while benefitting from its partnership with Russia. Playing 
both sides, President Xi Jinping “reached out to European leaders last week with vague 
offers of assistance in negotiating a settlement, even as other Chinese officials amplified 
Russian disinformation campaigns meant to discredit the United States and NATO.” China 
views both Russia and the West, led by the US, as declining powers, and sees an 
opportunity to rise above them all. 
  
(6) On March 13, Bloomberg reported: “Chinese stocks listed in Hong Kong had their worst 
day since the global financial crisis, as concerns over Beijing’s close relationship with 
Russia and renewed regulatory risks sparked panic selling. The Hang Seng China 
Enterprises Index closed down 7.2% on Monday, the biggest drop since November 2008. 
The Hang Sang Tech Index tumbled 11% in its worst decline since the gauge was launched 
in July 2020, wiping out $2.1 trillion in value since a year-earlier peak.” 
  
Contributing to the Chinese stock market selloff is a surge in Covid-19 cases in China. As a 
result, the government forced lockdowns in manufacturing hubs Shenzhen and Changchun 
in recent days. That halts production at many electronics and auto factories. It’s the latest 
threat to the world’s battered supply chain. 
  
Geopolitics III: Oil’s Slippery Slopes. The gasoline price at the pump is higher than ever. 
The average price of gas across all 50 states and the District of Columbia was $4.33 per 
gallon as of Friday, according to AAA (Fig. 1). During December of last year, the average 
American household spent almost $3,000, at an annual rate, on gasoline when the price 
was around $3.00 a gallon. Each dollar above that price adds about $1,000 to Americans’ 
annualized gasoline outlays (Fig. 2 and Fig. 3). 
  
So, what’s making gasoline prices soar? Consider the following: 
  
(1) Gasoline prices were rising toward record levels in the US in February, even before Mad 
Vlad’s army invaded Ukraine starting on February 24. However, his military started 
amassing troops near Ukraine during April of last year. On April 13, US Secretary of State 
Antony Blinken said, “We’re now seeing the largest concentration of Russian forces on 
Ukraine’s borders since 2014.” 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1Xm3q90pV1-WJV7CgDsGW5t_hkY7fmHM1W7YYSG65-dPw8W21fRgT6qSFDmW1rksDn2_2fXZN8FfPZgnDFvgN3dR_ZX6Ny7ZW53B_5h2QnCXgW6qrMSp6K4jg9W3W81pv2JdhhzW1Bs7_75S_-dQW5yWlvC6LW3_JW4cDhWK9hLrD9W7XfQcp1Pn-KzW7_PScH2vCbZ5V6mmxH5XqDzDW4t_bCx1PW347W4WQwWS8-5HQFW1FJ3Sk6xT8RgW1glZTh3CKmNnW3dkP3M2F4WvSW6j-2f74Rp7tWW4sCR831gXQK3W3ls9th4KcqFLW7m8hqC8KvRcYVnbYZ25wQr7VW51nvg31mPbc039jJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1VV5nKv5V3Zsc37CgGc8N593-t3xJtNLW4Nhqwm5WM64TW8ks4Fs3RwmbrW4HTNSY6_jf-kW3DkC7q3_y-y-W8G2YHn63pG6nW4sVZ8N5tYZznN3B733HDXJYsW5J5M1s2478HrW6rsQrp218x-jW8LjGmC8skFBjN81VFY1Wx9QtN2xLMRpSMxMGVl3gCn7LDlTGW5ntxb25hDqmgW8F3YjJ6XNV7fW344lVZ8VRrnCW64D0Bl8CkGTXW8sCdfd5lHCTgW7TxK_G5WjpX-W8lSqvY5cm451W4SDbwX5jS5BvVW3Mry2btm-7N18mLW-yg6__W3p8gpK8Z23CgW5nJY311cv0sVW4f0z-l7k_RKCW3Ztv8q7kqy72W6jP8JF5XqfCFN4c12Xm_TDLqW37RhZF7rJWf5W7h1Jl57vy7J538Fp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgVgWTVSq32c8l1wW6nLF6H4KGBhgVRN9Kr3Q02JwW6Z8Njf6zPV2CW3YgKBq5jDMW3W7W-2Ql4JZMW3W4n3l3d71-5vFW27Y73k51_wF6W47XFRJ7r98_xTWjQp8PBYljW4-QpxH79mYWPW1rCK065PxJSvN97YpC95M3STW7vrT252Zs7RbW8FXfRR7dZpkWN9d6k9cSb3stM4FvZPB-kDDW2jMcn06Z_9pSVqCHkX33w5VMW8GtSR-2QBZMsW4W5ZRK4D2TdhVVfxgC5D35c62S81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgBjzW7nSrZR5FZHH5Vy6nNJ7ZGhZPW4G2ML_4WZKgTW2GCk6H7mS9khMxt0QKqHJnxW46Rqsz32yXSfW48TW3x2-bTSjW61vlY74_9NR9N1KVDCzldyqZW6dYnll4rTfV3W65MG3h73kTR3W4GJB9v7y5THGW5sPLNh6TzXVBW3xG_Xc3g3fM2W4xpLys895lWqW5NySzn6jWNCBW5dBNFf7ZkY0MV4kYGY29JVq8W7HMyrR7WxtTqW796PTH7Z71JcN6F4zMYGmWdXW1s8Mvc2pdjl235j-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgV3tW5tYXfm1VpFT1W9hW7KG7H-FB2W3GdkfN1T_xNtW2m8hHJ37Cyx-W2gGTTS7YlJ6zW1MHRHL7fdr20VnCwl65LZDXVW1Mz1qH3J0yX6W6KRNPg5LnxDxW7jQNdG5XxmX4W1HQW624mKR43VCL4kD3zQqXwW5fZtWM27Tr2NW29brxh1zJH-8W5fW3jx9dLF4vW899mb56jsxRzW6W0fsn1N35ydW4YZnM03CqTjJW6yyFFz72J_8cW94SXcZ50NNk_W1Vpkcj3LJMMfW3jyJqn8Nb19T3k7w1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1XZ3q90_V1-WJV7CgPZVN49lXfcP_nC6W8d4zM53HRrH7W2RmF6184rf_2W6zQvGt1wLDQLW59rJZd6sRLQFW1HSt0Q6RJ-nlW5W8rqZ3rK8PdVrDLj78K7KM_W7ZBbg36gSHhVW7fpzmm2NB5Q0W88r7ND7ND7nJW7mpsyK9d6Zg5W4b03498h7xDDN81VpJkbYxRbW6Ghm2P1TCP1tVzJbgk5tMvKhN1TN1hg4KbDgW4VNdhs7btYGNVjsdYc700LkbW7SzMxv6FQ-W5W7Vfv6148WHzRVkpRQK19F9bQW90C3Mf1Q546LVZnldD2K3Y-cW3fm9MT4Z7-wgW2CYY658dsnzFW70RC854SBch_W4qTk598X_4_dN4xtbJlbRHx7W2NhFc77mpJ--36_L1
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(2) As a presidential candidate in 2020, Biden promised that if elected he would ban 
issuance of new drilling permits on federal lands and waters to fight global climate change. 
Indeed, the pace of new permits dropped when Biden first took office; but subsequently the 
monthly rate has outpaced that during most of Trump’s presidency. Still, many of the 
permits issued don’t represent greenlights to begin drilling, as a March 13 WSJ op-ed by 
Harold Hamm explained: 
  
“The 9,000 permits the White House keeps touting is misleading at best. Thousands of 
those sites can’t be developed as they are held up in litigation. Others require new permits 
and leases to make a full unit. Thousands more await approval. Conservatively, our data 
tells us the number of available permits ready for production today stands closer to 1,500, 
and many of those are already drilling. No leases have been issued for federal land since 
2020.” 
  
(3) Senator Elizabeth Warren (D-MA) believes that oil companies are “gouging,” and is 
already working on a windfall profits tax. The WSJ Editorial Board has opined: “The windfall-
tax proposal shows that Democrats don’t want U.S. companies to produce more oil so 
gasoline prices fall. They want higher gas prices so reluctant consumers buy more electric 
vehicles.” 
  
(4) On March 8, oil prices plunged after the UAE’s ambassador to Washington told CNN 
that the country wants to increase oil production and will encourage OPEC to ramp up 
supply (Fig. 4). The Biden administration was also hoping to import from Iran after 
completing a nuke deal with the country that would have allowed it to export more oil. Those 
prospects might be less likely after Iran’s top paramilitary force claimed responsibility for a 
missile attack early Sunday that slammed into northern Iraq, sending US troops scrambling 
for shelter. 
  
Inflation I: Expectations Not So Well Anchored. The Fed is hopelessly behind the 
inflation curve. The CPI inflation rate was 7.9% y/y during February. The last time it was this 
high was during January 1982 (Fig. 5). Back then, the federal funds rate was 13.2%; today 
it is near zero, where it has been since March 2020. The spread between the federal funds 
rate and the CPI inflation rate was -7.8% during February, the most negative it has been on 
record (Fig. 6). 
  
Melissa and I doubt that Fed Chair Jerome Powell will do what it takes to bring inflation 
down as did former Fed Chair Paul Volcker. When Volcker took the helm of the Fed on 
August 6, 1979, the Great Inflation was well underway. During the summer of 1979, oil 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1Wt5nKvJV3Zsc37CgTFyW3Ms9RY8rcfC7N777d094frgfW1LQXML55z-hvVLGGjP2_331NW17K2HN1hlXrCW1YrLnG650K-sW49bt973_6H3TW1CnN2y4h9xx8N4HkfDjYM_M_W23WmVJ4tm0GXW4rWKTy1Z1Z1rW6ykwRb6rV2Z9N5hbGBBT5PJwW7_PwbX6fLvn6W32DFct5xTY_kN7Tgj8Wdj-FmW2v-khL95hX2NW6Tj3fQ3WWcVQW6ZLHq94pTP1hW38PbMV850mmCW90QXrq2jv68cVM0Ky57nTxZvMYBmz5NhQwkVJjh-G7q1Rh2Mn4D5wCdG4HW1Q8j0g3D0bcDW3_dCWT2RVtsFW6B8mH-3kzPB7N3sWK-JP--xBW95cR8j33Qz7FW3_wKzB6DdtYdW1SqK786XMzJvW6pDxFw8Mftf7W92X1Lq4ZQKJMW2yPTXr7b-p8ZW62zv4s27zDwb362R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1XZ3q90_V1-WJV7CgN7CVhK2Ky7MpQlnW8p_r0G5bj49yW4VSvJr2F8f8ZW7mCJ0Y5z63B8W8gxV_K80DDc0W3MqQpl6pj5STW2zttN77V5FPZW760kyT6yGR_rW1DSGl344FQVmW294c788TDp9pW34SJN02YMXm_V6zL9x7LYmWdW6BpgSV98ms-lW67wZlj8QJY9XW6yfl1J7pbz1TW8X4N7m1-pdNpW70hc5984445VW5S2zb55rJzHTW8QV6pH48bmssW2R9Zl24D-l6ZVNCTNN2rHmsyW5Fs9dV1Sn7M2W8LV7Tl2QKTrmW4-T3k95HjvYPW5wGqkq35ZLDfW4R05S42xVymFW6nWYxG55WrZ7W7NTChQ4L2fpGW4SRtSn52wksNVkxhWP7QQ5_l3krw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1Xm3q90pV1-WJV7CgLzwW2tWFtY63zzdFN26JRbm-NSMcW4-lZdM7Mdf0YN3Dq1zjRjYbCW6cZN5v66_sRMMvFGTdlV3j_N26l-qG1vgL9W7L6jDZ1X7YKqW3M5ZdN5b8FMjW2HGMPY8sF_2GW7st4KH2sTlsvV3zv4h3H2WxhW8wLq_l7RrFnWW2WNmGj7RVcLhW4vgydv14T3kJW7Q1VwQ31fsf8VbqJPj1LjZvFW7lrjy-3QHG5hW2PT3p01NyrCBW591Vnp5dKDFHW6CpCYf1gK5dpVjD5D_2zrD_kW4vfRZ31R0n27W1pcM4n94cjyTW1FsGsF40PqXkW1nL7_F3jMv5q32y91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgCG9W1kCCB56642fLW26J9mn6p4tLjVFJJhq8GGqz6VHDgTl1Z-fDcW3YmR6g8RCmMXW7g9RKt86md4sVpJ0z_8fsHn8W2kwY1g8FzNcgW7c8dt17dnqYJMKchVhqqNWPN2N2JzXYpNwKW3Hk5DR4nwGmKW5j_mz_3fBMS2W2VhYrx8N037tW2nr40V2MHdc8W7_jnnb8zMlGzW1jpL9x2rzVmKW4Tf1S67H_YS_W40rYCW7NLGL5W85nFBr910nf8W7GJC3L5lX5YrW191pgl7kV_m737Tw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgQpTW35z63j98mmGhW6DcL311qrhB6N8gyYJ_XwHKSW46YPrM1MSLn6W75G5Bh2JfKvDW7-rjhv32W_TrN6pR-D2SCCDZW5FP6zf7rDKzfN6YrJN0KkFn2W4z8prj1dtq9bW2SsTDw5pvsMKW1n6Xhd77XNBfN6-6hkCCClbDW8DNQ-l6Ytz6xW5ggsP815RS0BW7dCjLc4XTpGxW5gxfyb9l01ssW5FSQNZ2fq3RTN9fCnStw_xG2W11jT6M4xjBWDW20yLr66cwhhrN22hqynngc6Z3lYd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgM8LW5Lc_4Y49LtT9W3F1jN27Hw67wW8rXc8N7bvpjlW4N9hgB7smzPGW506bgg561JcYW3PBq4H4j-5XQW7_Dcvf5B-jnfV6fLG24vfdHMW5kdZN_7zpQfrN6m4flQY_MxDW35p5Y720nw-FW20QLfX5tCYZ3W4dVNxy2vkB1MW3NfRBX8T9bCKVbM3jD1mNv39W7sjdVt4-b3RjW20GT9Z2d_9D8W2whr5D6y670NW5ft-VD7W3ql5W3_wR6p88G-XnW7gf3yd8bvdQsW8J39J37XJWSm33Kc1
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prices were soaring because of the second oil crisis, which started at the beginning of the 
year when the Shah of Iran was overthrown. Seven months later, in March 1980, the CPI 
inflation rate peaked at its record high of 14.8%. When Volcker left the Fed during August 
1987, he had gotten it back down to 4.3%. 
  
How did he do that? He simply stopped pegging the federal funds rate and let it soar to a 
record high of 19.1% during June 1981. The real federal funds rate, which fell to -4.9% 
during June 1980, jumped to a record 9.5% during June 1981. The result was a severe 
recession that caused inflation to tumble. 
  
The Powell-led Fed is likely to gradually tighten monetary policy. Fed officials no longer use 
the word “transitory” to describe the rebound in inflation since last March. Instead, they 
acknowledge that it has turned out to be “persistent.” But we don’t expect aggressive moves 
because we believe that most Fed officials still expect (hope) that inflation will moderate 
once supply-chain disruptions are fixed and Putin’s War ends (hopefully soon). 
  
During the Q&A segment of Powell’s June 16, 2021 press conference, he was asked 
whether he believes that inflationary expectations remain anchored around 2%. Powell 
responded in the affirmative: “So the answer is yes, I think they are anchored and they’re at 
a good place right now.” In the July 7, 2021 Morning Briefing, we asked, “At what point do 
rising short-term inflationary expectations become a long-term concern?” 
  
Powell’s colleagues at the Federal Reserve Bank of New York are tracking inflationary 
expectations closely in their Survey of Consumer Expectations. The data start in June 2013 
and are available through February of this year. Over the one-year- and three-years-ahead 
periods, consumers expect that inflation will be 6.0% and 3.8% (Fig. 7). We wouldn’t call 
those expectations well anchored given that both measures were around 2.5% just before 
the pandemic. 
  
Inflation II: Inflating Prices & Wages. Keep in mind that the headline CPI inflation rate 
rose to 7.9% during February, while the headline PCED inflation rate rose to 6.1% during 
January. The Atlanta Fed’s wage growth tracker rose to 5.8% during February, on a three-
month-moving-average basis (Fig. 8). Wages are increasing at a faster pace than they were 
pre-pandemic (i.e., 3.7% two years ago), but so are prices, which are offsetting the wage 
gains. Workers are quitting their jobs at record numbers as many switch to better paying 
jobs. During February, wages rose 6.6% for switchers and 5.4% for stayers, according to 
the Atlanta Fed’s data (Fig. 9). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X39kQwGV7Wycr7CgN58W2ws-Cd6npdd_W5kQszl5yNTQgW6FMhJH3MHK0GW5b1vlT5c6KlpW7r3CP93sGCRMW35v5tk8SZn_rW6pD29b1CF5k6W8zsQxS2qLd8VW66gW6v7tFnZxV1bgc98TBkbFW5JRwhW8kHhVGW3h6rmc3dGM6PW4bzCsg9jC2NCVVYYV121y6psVjZMn28P1m8mVt1zkB25fKbrW4pKq_l7hcFFbW5LQhhK2w3RH5W1lPw-04WW6t4W7nvSKF1NTZ5YW8SwTVX2sP408W6qkzYH3T2RmHW3TWql37_kGzbW8Wv4xc3m5sgwW4K61BJ82bMCpN5gS5rxthLm5W4qvdlF4bNtfhV6HSCj6l5h-cV4nKpw4wPk19W86NPMZ2-VmScVXnggk4Vqxb_M_-2mXtP4ChW8_Dh2p16GBq5W3CWQjZ5rqTtWW58fHhw7z6tjcW2rmQVm915jwwW2l0qBc5CN376W89TmSn4qqgdqW7ZRfqg1Dy5YmW74CCyL22WHbZW7K8H6P5WrK3nW7ywcJZ82GwdNW41phX63zJgxzW3cxtS22jx_HFVy08fg3Qc2cGW64pgq01NpzjFW4ltxt272Tfw5W6CFRqk7g5RswV6RtT82nPm-FW7l1GSl7rpfQGW8jwcF617PQn4N2KBP7XNCKYWW56Jt9D8xYR0sW1RrsVl7vZxR8W2vTw3z6PgcZGW1ZT1903ff4xxW75WsPC8-CydvW4LXjWb8V2252N3t1nlH2v1vLW2XG_Hp6kC2njW6Y-TLv7nT5k6Vb7mpv2l2KgTW7S7W1-6d4CzSN9f9jw_jKvvyW7s8vDl6CxywDW1jt4qp2PB3ShW9cH21z70Vj4qW3yyxkL7C5pl7W856xbj9lCh9jW6mWZn85sVxjBW7pxPzY8K_CJNW4yq4gV2_nFZH3p3B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgGf2W2N5KTz70hMNBW1PtxgS4mJvn7F7VR-vT2WkPVYqc836ZsTSsW2kYZKh6LMMz0W6SkyZ08GtfPkW74Mnss49XrnqW7yTh5G9h-XTmW1-VD1T8QbSSGW27szDw5f5GGTW7Z9ynn7zK0s9Mj1SVdyZ-XmW2zk4Lw13652LW36Xgb23TWDpTW3xT-798wWkC-W4VJgx02tc9MGN1S8QRw1S3nGW1-YFBH5dFZL9W3StgDh6H0kg9W4TLzKY7T-sPQW3svzz41NBCCxVDGnLY88jRPTW6gnj472SR4-bW8xJ_GQ37l6bn34bd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgCszW3fzPWw6Wf8ckVKnrm583FFR4W7W03RZ4fx3BtW6Nz9nY64_5h5W4n4Pt16g9YD_W2-LKMp7VYjtQW5f223B2vGcnTW5K_rBZ7VrMVpW52wy9l4Xfxg_W5TyFVR7cKDg-N37TYV7vwypzW8TDvcd7_n5XxW6WZcCX8fF-t0W5QPr4495HLbTW7s2rZz4Pxls3VtqMWj1yl8X-W1h_rG17sCNJwW4W68Gp5KHmc0W7s6Zsp62Ls3rN8wvRffjwPrRW1GYmL48K9qzHW62hl217QbxY83hk71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgN9lW7TSW0n2YsLLLW5B1bVK8qRHs7W5J_-L_9jWz2jW65fWBk98bgdQVnD5Hv2k7WnsW1FnPTH7byJz2W2VTSDj6PGQD1W2NVVF08b7kSfW72nHSl5nzC-2W5DsYgT70_5pDW52cXXC8P4b70W2BPtXk4CsKH7V7LpjG5q208yW8grS022tJZcMW4gl_1-8gqv9lW7TywsP4VFBX-VlZHkV2-XmBRW87XpGx9hZYckN2gtTdT4F2JzW5TdmDk5LqZDLN7Cq_jCrw9BTW38J6h54kl3qP36tz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgKkVW6CwSdQ4kV-PvW4PcF6j1ZsJR-N8rw7SkmXVJvVXDHWZ3XcX5wW8nwlJp8zL0V1W8-S4mg62S4bgW92CD4X28wkSRW3y3-p737vHyTW12ywVn8lQLLfW6jJWdn5C20rfW3qcBFM3VGDpTW6Y6NQw4TWYvgW7v5hKz7fx9rsW1wpv5j28QwVmVLwk554HlHBWW5qVm0N8CHvPFW80pLMd5gLY2KW74HfGZ6RDs2yW5mcDJX7LM8n0W930DTK96NhbGW1sJh132hzjMdW8N0H4h7XH3RV342M1
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Debbie and I have become increasingly concerned that inflation is heading higher for 
longer. Consider the following: 
  
(1) The November 22 Morning Briefing was titled “The Genie Is Out of the Bottle.” Back 
then, the Fed chair was saying that higher inflation will remain persistent as long as supply-
chain disruptions persist. We wrote: “Looking at the causes of supply-chain disruptions 
provides no assurance that they’ll dissipate anytime soon.” Nevertheless, we wrote on 
December 6: “We are not convinced that a widespread wage-price spiral is underway. We 
expect productivity to avert a 1970s-style spiral. But we continue to monitor the situation 
closely.” 
  
(2) Since then, we have become more concerned that productivity isn’t rising fast enough to 
stop the wage-price spiral anytime soon, though we still expect it to do so in a major way 
during the 2020s. 
  
Over the near term, we still expect to see moderation in the CPI inflation rate for consumer 
durable goods during H2-2022, but we are increasingly concerned about rising rent inflation, 
as we will detail in tomorrow’s Morning Briefing. Not surprisingly, wage inflation tends to be 
highly correlated with rent inflation in the CPI (Fig. 10). 

 

Calendars 
  
US: 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. Wed: Retail Sales Total, Core, and Control Group 0.4%/0.9%/0.4%; 
Import & Export Prices 1/5%/1.6%; Business & Wholesale Inventories 1.1%/3.9%; Crude Oil 
Inventories; NAHB Housing Market Index 81; MBA Mortgage Applications; Fed Interest 
Rate Decision 0.50%; EIA Monthly Report. (Bloomberg estimates) 
  
Global: 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. Wed: Italy CPI 0.9%m/m/5.7%y/y; Canada Headline & 
Core CPI 5.5%/4.5% y/y; Japan Industrial Production -1.3%; Japan Core Machinery Orders 
-2.2%m/m/8.1%y/y; Australia Employment Change 37k/Panetta; Australia Unemployment & 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgKCbW8KLwH75CTyvzVvDl_K90wpKvW7wCVjc1bfxqkW39hCBh69ZgJFW1975r_85JctXW7LtCMR20Gp5mW6Zc5Q-1XlfbxW47bq413bRVW6Vjsntx1Z0YR6W43tmJg7-RRMhVXyrz664KSlwW1fh2RD96gsjtW8-Ln1y8N8-04W3HjLdb90NkLrW1QfkZX529MrFN8zLdvwwxb7DW1VkbZR6n1MWcW11q-bZ2yjb1ZW6fZ6t53G27NbVv_9Cl8xX3CxVkG0w517H_rCW6Tkgbm18J_9-V_Nw3X4sB9lWW3GrVnn6LZglw3dkx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgW-jW7Y_wbG59khyrW4vT6T-3Pgpr9W6Kb6Br1VHSrhMMPy8JPY8lGW5T2_F82T67R4W8n_Dhj30gPj9W6M17-t8TT2JvW3_cSfN2q_7SzW6cMBvy6pD-_zW6LN_n47sgVnfW4BQX1R4Z4yM5W2DTHXy2-grHBW7h2j1L5LhGbCW3qk8Sg5RsTGTVkQRpW8B6sDNW94dcKp2JcBQkW1NSdTX3H0D_HW6zpTpT5MR2YLW3l0KhW154--rVTb5gm4TsjhPW85_ndc14H4pCW6qr5347HfdF7W4Pv0DX5yx-BFW5Dvph_7m3S2H3mhW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgJ5MW2kG1-T88rPFVW7NM3-Q8drWgDW3WT7pF5Mzz27W1BqQXS1lqXnlW1-mVp37xs0q6VrBrZj1VmcbNW2zNzYT4lYD6dW9j1tFl6RD9gfW5lmL2J5tSPlYW1Scgc-4rr90hW1ZFfYM14DkCQN6_bg_CfQTs6W6KtYJK44RxnpW2fMPXS1jF3n2W4ggXQ65TflJDN1hqqhrs0BHFW5CPyrn88LqhNW1KB7ZW25Xg25W6DR9LV1WmS35W3-LlJK1Mv6KmVmXT1H1dQy9HV_xF3Z748G1H3cJD1
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Participation Rates 4.1%/66.3%; Elderson.  (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Two of these three indexes had forward 
earnings at a record high last week. LargeCap’s was at a record high for an 11th week after 
dropping for a week earlier due to index changes. MidCap’s was at a record high for a 14th 
straight week after dropping 0.1% below at the end of November. SmallCap’s dropped for a 
second straight week to 1.4% below its record at the end of February. It had been 
consistently making new highs until mid-December, but since then it has done so in only 
five of the 12 weeks. In what has shaped up to be an extraordinary V-shaped recovery, 
LargeCap’s forward earnings has risen during 90 of the past 94 weeks, with the down 
weeks due to Tesla’s addition to the index in December 2020, Amazon’s earnings shortfall 
last August, and index changes in September and December. MidCap’s forward earnings is 
up in 88 of the past 92 weeks, and SmallCap’s posted 85 gains in the past 93 weeks. 
Forward earnings for these indexes had been on an uptrend from November 2019 until 
February 2020, before tumbling to a bottom by June 2020 due to the Covid-19 economic 
shutdown. LargeCap’s forward earnings has risen 63.6% from its lowest level since August 
2017; MidCap’s is now up 124.5% from its lowest level since May 2015; and SmallCap’s 
has soared 181.9% from its lowest point since August 2013. The yearly change in forward 
earnings soared to cyclical highs during 2018 due to the boost from the Tax Cuts and Jobs 
Act but began to tumble in October 2018 as y/y comparisons became more difficult. In the 
latest week, the yearly rate of change in LargeCap’s forward earnings dropped to an 11-
month low of 28.1% y/y from 28.2%; that’s down from a record-high 42.2% at the end of 
July. That’s up from -19.3% in May 2020, which was the lowest since October 2009. The 
yearly rate of change in MidCap’s forward earnings edged down w/w to 44.3% y/y from 
44.4%, but remains above its 11-month low of 44.2% in mid-February. That’s down from a 
record high of 78.8% at the end of May and compares to a record low of -32.7% in May 
2020. SmallCap’s rate dropped to an 11-month low of 46.9% y/y from 48.9%. It’s down from 
a record high of 124.2% in late June and up from a record low of -41.5% in June 2020. 
Companies have been beating consensus estimates quite handily since the Q2-2020 
earnings season, causing analysts’ consensus earnings forecasts for 2021 and 2022 to 
improve instead of decline as is typical. Here are the latest consensus earnings growth 
rates for 2021 and 2022: LargeCap (49.4%, 8.5%), MidCap (86.8, 8.8), and SmallCap 
(126.4, 10.5). 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgNPfW5wjKgn8HzPQvW4-4g6M51fnVCW5q40tb42d7yRW7yT2Nj5NfJpdW3GmSSD2VKk2lW8D4cHZ5C6RYVW1DqN-P3LDY93MNd2zMC8rHlW6Hc4K-2V7x0WW2gqZ5043qrFPW8VBtg22R1YTLW8BnMds7G60b5W7NjFG099BpXKW179Fbd1_VLnGW57zh-L6VMm-xW4vQTq85t47WdW4K5KCt80Jl34VbGRWd8pJlf3N6hWnv95Xj2WMfV1NWSCyVcW199km44vhSb3W32p62S7xNd3s3pBT1
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S&P 500/400/600 Valuation (link): Valuations were broadly lower for these three indexes 
last week. LargeCap’s forward P/E fell 0.7pt w/w to a 23-month low of 18.2 from 18.9. 
That’s down from a six-month high of 21.5 in early November, and compares to its prior 11-
month low of 20.3 in early October. LargeCap’s forward P/E also compares to a 19-year 
high of 22.7 in January 2021 and is up from 13.3 in March 2020, which was the lowest since 
March 2013. MidCap’s fell 0.3pt to a 23-month low of 13.8 from 14.1. That’s down from a 
13-week high of 17.1 in early November. That also compares to a seven-month high of 20.5 
in March 2021 and is 8.8pts below its record high of 22.9 in June 2020. SmallCap’s dropped 
0.2pt w/w to a 23-month low of 13.5 from 13.7. That’s down from a 13-week high of 16.1 in 
early November and is now down 13.2pts from its record high of 26.7 in early June 2020 
when forward earnings was depressed. During March 2020, MidCap’s 10.7 and SmallCap’s 
11.1 were their lowest readings since March 2009. LargeCap’s forward P/E in February 
2020—before Covid-19 decimated forward earnings—was 18.9, the highest level since 
June 2002. Of course, that high was still well below the tech-bubble record high of 25.7 in 
July 1999. Last week’s level compares to the post-Lehman-meltdown P/E of 9.3 in October 
2008. MidCap’s P/E was below LargeCap’s P/E yet again last week, as it has been for most 
of the time since August 2018. In contrast, it was last solidly above LargeCap’s from April 
2009 to August 2017; MidCap’s current 25% discount to LargeCap is up from a 28% 
discount on February 2, which was its biggest since September 2000. SmallCap’s P/E was 
below LargeCap’s for an 81st week. That’s the longest stretch at a discount since 1999-
2002; SmallCap’s current 26% reading has improved from 32% on February 2, which was 
its biggest since February 2001. SmallCap’s P/E had been mostly above LargeCap’s since 
2003. Looking at SmallCap’s P/E relative to MidCap’s, it was at a discount for a 37th 
straight week; SmallCap’s current 2% discount to MidCap’s is up from a 9% discount in 
December, but remains near its lows during 2000-01. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings 
season—which came in substantially better than greatly reduced forecasts—analysts as a 
whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains endured through the latest Q4 earnings warnings season, 
when forecasts typically decline. The S&P 500’s Q4-2021 earnings per share is nearly final 
now at $54.06, down 8 cents w/w, and compares to a $51.08 estimate at the beginning of 
the quarter. That $54.06 actual represents a gain of 26.9% y/y on a frozen actual basis and 
a 32.0% y/y gain on a pro forma basis. Q4 marked the fourth straight quarter of double-digit 
percentage earnings growth, but growth slowed for a second straight quarter. Ten of the 11 
sectors posted positive y/y earnings growth, down from all 11 doing so during Q2-2021 and 
Q3-2021. Double-digit growth occurred for nine sectors; that’s down from 10 sectors doing 
so during Q3. Looking ahead to Q1-2022, analysts expect S&P 500 earnings growth to 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1WN3q8_QV1-WJV7CgV7GW93H0Cs6BN98jW242Z5K3ZK2TVW8824qP68WWWMW20GLfS4mX4whVDHLLV4nd_wkW7GBL9f4qdG-dW5T4GJH3KYTXgVV4Hcf2xxD3YW5QRxsb86SX9LN3GhW7V_hlg0W3Fskx145gyQJW52mNRn8SxZl4W4cq8b26k81ytW48VRpR62rykzW1SJRHH7JL0bjW8fcqQR7nqCcMW2FNk0G9cPyYBW2-Psfq48zZtHW87B-3s7QgFd9W95fd3c34jsxTW90qKnM1fdR44VKGlGK51kzgP34lK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWzMqc4ttGhjN3WpBfd_LkZwW7Pgndt4GF_25N6pj1X33q905V1-WJV7CgTJKW4SHphj7H4k2jW2-tZ434P5-wVN6qrdCrc6xPVW3lyTsp6CdyD5W4tDLjy2SGRh9N5DTqHryHy39W970FVn8LQzjtW5QkpSh5zkZBPV5mhgC55SqDsW3dWVrc2MxD4-W7q-GQ89gFCLPW2G1sq926CxspW7VDFXr7gdcP6VP2b-J13stXSW7YBd9H1C1vqxW7K4YgZ5yq04mN1ynLDn6gTjJW2qjT5p5cM659W7bZr_M8PdS9cW3LM9tF3N_-VlW2XBLT318fGgvN2ppJRgGnH7kW36wDF41CcZClVtXT4w8sJqJf38HB1
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weaken substantially to 5.2% y/y on a frozen actual basis and 6.4% on a pro forma basis. 
Double-digit growth is expected for just five sectors in Q1-2022, and three are expected to 
record a y/y decline. Here are the S&P 500 sectors’ latest earnings growth rates for Q1-
2022 versus their Q4-2021 growth rates: Energy (213.2% in Q1-2022 versus 12,396.8% in 
Q4-2021), Industrials (36.7, 43.6), Materials (34.8, 64.2), Real Estate (15.6, 17.7), Health 
Care (10.4, 28.0), Information Technology (8.4, 24.6), Utilities (6.5, -1.3), S&P 500 (6.4, 
32.0), Consumer Staples (1.2, 7.7), Communication Services (-4.5, 16.5), Consumer 
Discretionary (-9.4, 53.4), and Financials (-20.0, 10.0). 
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