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Strategy I: Global War Clouds. Russian author Leo Tolstoy wrote in his novel War and 
Peace, “The strongest of all warriors are these two—Time and Patience.” Let’s hope that 
time and patience are on the side of Ukraine in Putin’s War, even though each passing day 
seems to be compounding the horrors of war. What makes this war particularly horrible is 
that civilians are getting killed and wounded as intended targets, not as random collateral 
damage. Russian forces may be losing the war on the ground, but that only emboldens the 
invaders to dig in around the major cities and to use hypersonic missiles to level them. The 
resulting death and destruction are hard to imagine, let alone to witness on television news 
programs. Hopefully, this madness will end soon. 
  
Most unsettling, of course, are the analyses of the war that posit that Russian President 
Vladimir Putin, frustrated by his failing battle plan on the ground, will escalate the war by 
using chemical weapons or even tactical nuclear ones. Nuclear weapons were supposed to 
stop wars, according to the theory of deterrence, particularly the notion of mutually assured 
destruction. The problem is that Putin has been threatening to use tactical nuclear weapons 
to deter NATO from intervening with conventional forces to stop the brutal Russian invasion. 
No one can be sure whether Putin is crazy or crazy like a fox. 
  
While this geopolitical crisis certainly is unsettling, it hasn’t deterred advances in the US 
stock market, which remains more focused on the Fed’s monetary policy stance. That’s not 
to say that Putin’s War has had no impact on the stock market. It has pushed commodity 
prices significantly higher, which has been bullish for the stocks of energy and materials 
companies. The war also has caused more investors to expect higher-for-longer inflation 

 
Check out the accompanying chart collection. 
  
Executive Summary: Horrific as it is, Russia’s war in Ukraine hasn’t stopped the US stock market 
from advancing; investors know that geopolitical crises can present buying opportunities. The war has 
had significant impacts on commodity prices, inflation expectations, and certain stock market sectors. 
… The Energy and Materials sectors are benefiting from analysts’ higher revenues and earnings 
sights, and so are companies generally. Faster inflation is boosting revenues expectations to record 
highs, and the fact that earnings are following suit suggests most companies are able to pass their 
higher costs on to customers. ... Also: For auto makers and their suppliers, the war is escalating 
already extreme supply-chain challenges and upending the global playing field in multiple ways. 

https://www.yardeni.com/pub/cc_20220323.pdf
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and to look for the buying opportunities in that scenario. Investors have learned over the 
years that geopolitical crises tend to present buying opportunities. 
  
Consider the following gyrations in the financial markets over the four weeks since Russia 
first invaded Ukraine: 
  
(1) Commodities. Both the CRB all commodities and raw industrials spot price indexes have 
continued to soar in record-high territory since February 24, when the invasion began (Fig. 
1). That’s unusual since these indexes are highly correlated with the global business cycle, 
which is bound to show slower growth as central banks are forced to tighten their monetary 
policies in response to higher inflation, attributable partly to rising commodity prices. 
  
Indeed, one of the most economically sensitive commodity prices is that of copper, and it 
has been moving higher along with the CRB raw industrials spot price index (Fig. 2). That’s 
surprising since the price of copper tends to be especially sensitive to developments 
affecting China’s economy, which is clearly slowing, as the country’s property market is 
falling into a depression. 
  
Even the major tech companies in China are slashing jobs this year as they face economic 
and regulatory headwinds, according to the March 21 WSJ. There has been an unusual 
divergence since mid-2021 between the rising price of copper and the plunging China MSCI 
stock price index, led by falling tech shares (Fig. 3). 
  
The war and the soaring prices of crude oil and natural gas explain why copper and other 
metal prices are so strong (Fig. 4). Soaring energy costs are forcing refiners to shut down 
their smelting operations. Of course, the war in Ukraine and the sanctions on Russia are 
also disrupting exports of aluminum, nickel, and palladium from Russia. 
  
The bottom line is that rising commodity prices are reflecting a host of inflationary pressures 
rather than signaling booming global economic activity. 
  
(2) Bonds. The 10-year Treasury bond yield is finally doing what we expected it to do last 
year, i.e., rise to 2.00% on the way to 2.50%, and then maybe 3.00%. The Fed’s purchases 
of $120 billion per month in Treasuries and mortgage-backed securities last year explain 
why the reliably close relationship between the bond yield and the copper/gold price ratio 
(using nearby futures prices for both) wasn’t reliable last year (Fig. 5). The former remained 
under 2.00% during 2021 even though the latter suggested that it should have been closer 
to 2.50%. On Monday, the yield rose to 2.32%, while the copper/gold ratio was at 2.44%. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgBD0W7BQsQ-3Qz7KnVplBGp3RW8M7N40lKV-zfKtVW8jNgfb74XfPCW6cBLJS7MGc1bN7qMrSn5vmc4N8tkBD2mrjcpW8BsLFY5CVKP6W2bd2lz5cj3J8W5fK0Sc23wWf1N2kDJ0vhyTVHW72TMkd89lvx5W6Xyskx2Jptf3W3j7Zv09bnpS4W3DCwXq2xXs4YW6_xYMk4k7M3TW3KVlPB5qjjW-W5V9LNT4cxL2nW1Ntjs796lYgMW4YSg5Z3wB9fjW9gQ7cc6n_vL5W1SSPrz3-BCHt33hT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgBD0W7BQsQ-3Qz7KnVplBGp3RW8M7N40lKV-zfKtVW8jNgfb74XfPCW6cBLJS7MGc1bN7qMrSn5vmc4N8tkBD2mrjcpW8BsLFY5CVKP6W2bd2lz5cj3J8W5fK0Sc23wWf1N2kDJ0vhyTVHW72TMkd89lvx5W6Xyskx2Jptf3W3j7Zv09bnpS4W3DCwXq2xXs4YW6_xYMk4k7M3TW3KVlPB5qjjW-W5V9LNT4cxL2nW1Ntjs796lYgMW4YSg5Z3wB9fjW9gQ7cc6n_vL5W1SSPrz3-BCHt33hT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgNBfW7_pyG57Q2MvxN7LqSNn2gVtQW7b0sm714gXD0W21wslG26Q9jCW7VtwJY4LJPZtN5R1Ht4_GBF5W6Y4NTT8BZfGTVJR94q8j51rlW4SBYDk8Vr2DQW8c4QRH6VHQ_pW2QN9xR5GmQR6W7hKnqV48ct1SW3-7ZZ03gHR6CW2_Yp0J2CFt_YVw8wsF6j_b_XN5lq79qWF-CbN4jBQpC7BJJ8W7-C77137RpzrVzNrJW8z6c0dW707lcn7F-JqFW12RJX01MQw1KW19TjTZ6FYFSW35FV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgZQzW6T9mn-7kz9QnW6Gtz4T12mD_8W7lpcpP9gTvfJW8MVby48WG75qW6fxPMH648ZfQW5tjBXk70Ls1zW4S_9JC6t9BdsN6qHDB6-g8B-W3hBPw92Xc8c7VYvKDb3TRCF7W78PfgS4CBStnW62Ms1F3zKGtmW6_Pw5n18sdzMW39DJ-q6kGzvKW54dn5L7VnT-nVghlGh5d6PQ4W5PbdpK6Xsx9JW26_W8Q6Zw9BRW3H9Tk-5BGmGCVfDvLL2bprCDW2Lk17G9c1zG8W6ZNLl24r3m4WW2BC2jM2qTWh4W3LXtMM2qW3_bW8y96ml37rNCjW82sRLW4xvj-kW2XZMfV3_BybLVs4mtY1TQjHpN54GMh2PCFwNW2qQpDj6hrWtG3dc81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgHkgW9g2TPS7KmfYRW4whhl-1Th2N6W8NlF3F71FcV5W7V5y622qC6z_W4xSGkR7nLCnDW7rkD881TXr5tW2XhHy15KtWr_W7vsZ3668zvwmW2NsrHg74mHvqW2ZfxD65TrkdyN30wKW5pw7VRW3dDN744BzmByW8FgtLj2sHVpZW33qb4J88Fs9cW4r8zDs9bTK7CW5yb8ZW6X5bn-N6kDw-lFk9W5W7Bk4CC3xZbh3Vt0_3H5DXLs-N3sXPV3fg1YjVLBFbB1xNDp_W8lmgCq7899953gg21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgFcjW43z37s1tv17tW42zF8Y3_blSSW8NysS641qWs7W1KY3Fw4sFl3FW5tjKCn8355jrW87LhzV82xLPYW78zPhK1H61yqW7TvG7n3QCQM2MpqndbWZQLYW5ZF0_z4n667bV2DYDf3CPBVlW57jtlv1Cy2PrW7ZkL553VSVpbW2qM_fy3rVlGrW7BMngs8Wn_NtW59hjSV746rcMW6fDdvR42XmlFW7tpR9n3sVvCQW657LxQ4t4XMlW68CbSv6JGVygW10gsPx7L-HLgW2XqPhC2mzk853fX71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgMkdW35NzVq3lJBnDW85g31p1pPL9MW2MSKdM4cJ9p_W6wXqxk3FFZ7xN6jSHBhm9SWFW2zp4J34KVHgwW2cXjbS59V3BnV_WKQS3RJ4qSW8mMSQ25yd3GqV53FZ71GgxtTV9XnXC13vl0FW1PTD_K5wTDMFW1SLYvw8Fn-ccW4hqb_R4TmrxPW2dYJ0Q9cvVmwW96-8GC1YqJJxW8YdVb58ZCJHsW7Y-vVn7CNmglW67CP644vwHTmW8x9x9q85GmY_W6vcrz34d1kJsVk-J1h7Kb03B39BK1
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That makes sense since the Fed will be cutting its monthly bond purchases to zero starting 
next month. 
  
Why has the copper/gold ratio worked so well as a bond yield indicator? The copper futures 
price and the expected inflation spread between the 10-year nominal and TIPS yields 
closely track each other (Fig. 6). The latter remained at 2.9% yesterday, the highest since 
the start of the data in 2004. 
  
Meanwhile, the price of gold and the 10-year TIPS yield closely track one another too, but 
inversely so (Fig. 7). The nominal bond yield is the sum of the TIPS yield and the expected 
inflation spread, with the reciprocal of the gold price reflecting the TIPS yield and the copper 
price reflecting the inflation expectations. 
  
Think of the copper/gold ratio as a risk-on versus risk-off indicator for the bond market. 
What’s different this time is that expected inflation is rising even though the outlook for 
global economic growth is deteriorating. Supply constraints, not booming economic activity, 
are what’s driving up commodity prices. Rising inflationary expectations are driving up bond 
yields. It all adds up to higher-than-expected inflation and lower-than-expected economic 
growth—a.k.a. stagflation. 
  
By the way, the bond yield is also highly correlated with the ratio of the nearby futures 
prices of Brent crude oil to gold (Fig. 8). It suggests that the bond yield is heading to 2.80%. 
  
Strategy II: Blue Skies. There are no apparent war clouds in analysts’ expectations for 
earnings. On the contrary, some of them are raising their expectations for both the revenues 
and earnings of the companies they follow, particularly in the Energy and Materials sectors. 
Companies paying more for their commodities are expected to pass these costs onto their 
customers through higher prices. 
  
Joe and I know all this because we carefully track on a weekly basis the revenues and 
earnings forecasts of analysts who cover the companies in the S&P 500/400/600 indexes. 
Here are some of the most important latest developments: 
  
(1) Quarterly earnings expectations. For all three indexes, analysts continue mostly to raise 
their earnings expectations for each of this year’s four quarters (Fig. 9). As of the March 17 
week, here are the Q1-Q4 projected y/y growth rates for the S&P 500 (5.3%, 6.0%, 9.7%, 
12.1%), S&P 400 (16.2, 8.9, 7.9, 9.2), and S&P 600 (11.6, 5.1, 13.1, and 9.1) (Fig. 10). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgYb5W46b8_y6LcD7KV_cqlc2rD-7PW8Q8mq23dt0yjW2cmVxr1NVM1xW77M5lC1DgsdgW8MwjwV5M0G8pW3GS6736fTJ95W8M__GK8cymqzW4-8tPS2_1lC7W5l_-QB4yvWzyW8J6VFX62FFDDW2bJPy_6cKDnCW6ZlVqg3t8fpFW9l0SHr50TNLqV-spvD3hKJlWW4Z2m122RcS21W2N6c7C1XG9xhW8MhCnC9jG7P8W3P8sCM3F_tzkW8lPYnH6gRYVfW4s3x8-65qV_JW5kNhML8ls_2r3jVF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgWGdW8hnc4l7Q6F3qW4N4SML2KSptCW79wLGt93BnY2W2SPPdS4gtgqHW4jV1K_6JPl19W4TX4ZM5HV66LW6ckkWJ4NVxRtN32T8ZnXNQnYW9hV6HL2YcGTZW1xPKww5KwW7_N4wX767Vmcm-W8CVYsL8HfKt_W4QzKHl5DhqM-W9fks9P6vpljkW6NmwPd9cWC8JW8QsQHD3LrXj0W26Z_8n2THdDFN8mLmfXbf0zDW6-rj-y28w2cwW32S9nd2J6YtsW84KsGr9lYxhHW22kfj12lgzJ_3pBH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgSxmW3nsZlX4Lz5LYW2xBZr42M9NK5W1kPPLD31Gzt_W4wgMBF3Tt4k4W5-l_Z22DS864W286N5G5Z9yZCV_VwSP1gfY9xN8f0n_RdRgX3W2clbNb3plcPfVwhh8H2wmrlCW4wY0nw6st8yCW24QH9X6_JwL9N4wNy8Wz67fVW5F6tbk3cCtJnN7fXyXjcg8PPW18Y6kh4zblsQW26sv_81WcR4QW3-3kMz37lrYnW24kJ8Y3Bgg2hW4JvM8l4Cm2r3W7cG6Rb6pgQGlW4XMPPt51_BMl2jb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7Cg-RVW70fxTK2JTLzVVLpVXZ4MfzShW2ydhTr8nw6TcW1Gf0TH25FMM4W8rRYQ-4Lg5LxW61JsNG2N1RKVW6W-ZTl5P1ph2W6CqMZv3mkVYQW5MY8Lh5P0ykhW1P6rGY3xfVlBW5f5l-R8W6pxPW4t2m0L7_cPkWW42zRyK84Dh8KW6PzrWF3LdlflW39cbnj9cb3F4W2s_xKr6QFxKSVx6JM53m8N_jW2twbGR3pK9C4Vc4KVr4JjLfYW7c3Pyd18PFmDN12z8g4b6HZpW6Jyg6s9lgC5B3cng1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgRtPW4RZnNV6j-cTyW5jt3sq7KLq9QW50G_D02wxJvbN7dz0M-VjdhKW2sxQh16FgR76W3wQ8--2wyClkW8lHf7P2fxFjcW5rrbfz7jsxY2W2sydWZ2gdMBLVxxcNw6vbkwRW6Zd-LS8rsKdpW2S3mC42lc5ZwW8Sykpp8lbDL8W1D9BZ_8X8TG5W2GM7fp112N_KW4gs6xC6kzVlcN7M5M88p13K1W8HmLW45tjHw8W8Z4Jfw8dNDDXW7Q_p4j9lX18wW7Sxvj62Dn1pHW8kQy8T4gkM7W3lr91
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(2) Forward revenues and forward earnings. The faster pace of inflation is helping to drive 
the forward revenues of companies in the S&P 500/400/600 indexes to new record highs 
(Fig. 11). Notwithstanding rapidly rising costs as well as shortages of parts and labor, their 
forward earnings, too, are continuing to achieve record highs (Fig. 12). This suggests that 
most of the 1,500 companies in these three indexes are able to pass those increasing costs 
on to their customers by raising their prices. 
  
(3) Forward profit margins. During the economic recovery of 2020 and 2021, all three 
indexes’ forward profit margins (which we calculate from analysts’ revenues and earnings 
estimates) had V-shaped recoveries (Fig. 13). That’s not unusual since productivity tends to 
rebound smartly during recoveries. What is unusual is that all three margins rose so rapidly 
to new record highs at the beginning of this year. So far this year, they’ve stalled around 
their record highs of 13%, 9%, and 7%, respectively. 
  
(4) Valuations. While the stock market’s fundamentals remain remarkably resilient, higher-
for-longer inflation has eroded the forward P/Es of the S&P 500/400/600 indexes since the 
spring of 2021, when inflation started to rear its ugly head (Fig. 14). 
  
Global Autos I: New Auto Supply-Chain Disruptions. First it was the chip shortage and 
other persistent supply-chain problems that drastically slowed carmakers’ production 
schedules during the pandemic. Now even before those problems have let up, new supply-
chain challenges have come from Russia’s war on Ukraine and the renewed resurgence of 
Covid-19 in China. European and Asian production recently has been hit especially hard. 
Not surprisingly, all of the car brands with below-average inventories are imports, Cox 
Automotive recently noted. 
  
The supply-chain challenges could restructure the way autos are sold. Automakers and 
dealers are enjoying high per-car profits, and customers are accepting a new make-to-order 
system rather than expecting to buy off the inventory on the lot. Cox Automotive’s annual 
Car Buyer Journey Study explored the effects of the new car-buying processes on the 
customer experience. Car buyers remain satisfied with all but two aspects: inventory 
frustrations and purchase price. 
  
Here’s more on what’s disrupting the auto industry: 
  
(1) Russia’s war on Ukraine. The crisis in Ukraine could exacerbate car price inflation and 
redistribute global automakers and suppliers around the globe, shrinking the auto industries 
of European countries. That could severely impact the European economy, as auto jobs are 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgWFTW5cGdkR28Wcd4W8BF9wN3V1MpwW5kjm_d3zPNp4W2Gw3Wt1S6m3SW1JDWWl2K6v7sW4htpyC7SCd39W3g5pnZ66txt6W13Pm6z3VbH1pW4lS70h3sP4hVW8SD94k2cz8ZLW4Kz8H84f2ktMW2KVpYp7ZZH4VW122BSr2Ycr6HW5LvKh58Nst8xW5JlJcs3NybSwW8gvDQc7CfMYjW6CS1FR7NGrrDW8rsb5s2p9fpsW2DB_9T56845lW5qBZx08HZprQW3GRsFf3q8-c2W4w53SY6dX9h935kg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgKCjVqZNQ02Tz5J8W65HmVK82hRjSVwBBY03tz9cFW3-2K833-chNPW8KHKBx27JhLzN56VvkSBKp5PVrPQTd4X-vgYW22W7Sb2nhwVSW7n5TDv6qZPq8W9dK8jS8S287MW3Q7Q4G2v-X27W5S6cbx1DLwq9W4Pfjs87gkNlnN79xnSqjXwR6W4XFSYs744yx1W5MJGdK4cb32-W3bFGr62b_rcYVN_nrq59YRf8W3tFYvn6Mc1Q-W2fxFS03g1NvqF47nlVX7yn5W8jkd6F39qRbH3pmG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgVJGW4pR_mX8PJG84W3m1wRh7BQV59VNtvs45lKP_KW5DpVcP92qc8FW97rcNV6y6KmmW3fQQTg7-jcZQN9bFcYg9R3dxW6XmRtX2YMypwW9brj0Y2lyfkHW43rRfb8v4wSgW5SrGqV1hK9zSW6PggKT7z2sxpW8qX8z96y3SBVW7cp2tt8VB5gRW933m319ff2X8W36YsNK6zC344W6H_R8g3PyYZLW2_P4Zs6hwxqzW2YTrQg1BqFVWW2pL3gc8v1398W4xx8-57c_Mj0N5wPwRRyHX443jZW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgNHxW6d4Pt66s8HkGW4wW9698TTqzMN2SNQJ_Qm1TqW165VrN7JCTM6W7yYRnG7G_yFVW2Ndy7-5wqbtGW3wcDZ85BN-72N3Kd4Tt6CrgXW1G8G748_3GWyW4bM9505TDhqvW59N9GR9m05H1W243DMr23xjRFVSwZDC812VP2W5KTKr05MrlmcN3SxlZm3zv9TVYhJ8-1H_j39W8bhYHD1Dq1R-W1FzhPm4vvDFqW7yqvVn8vjYpDW1y3tR_1YKfhWW7hHzSL6k6-TsW6ZCgw27PfG7J3hNk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgJwzN5mn8lQKncKcW1Q2PrX3zqsxgW2BpgQ44NJ-DNW2cmt8f1wBLbtW1kZD6P3XMFzxW1KH6Nb9cQN1wVk-Cht7y0-WJN6G2c0rJGz0zW4cJTv87Tv87JW5RNTdR4HQJFPW988cDL89lXZYW24qVT_5dfM8dW7f69-W5dC3MjW6q5B1w8lyCrGW4BmLWB8qn0d2W4FQw3x7m69tyW8RKDQ77bCZZnVgf8xw40yqgQW1lkn5k8kj6brW28470-6F955FW2SzSCp6_sMTJN3BLgKBG-3cBW5jCRN_57pnRyW53KlZ_3RBRWwW5Xmyd_44bGvmW7s04Bz2qFlNzW215ZdT2l7jmSW8Pg9RW7-BQrCW3sQN2T2HFz0pW2bLGRZ6fnsZs3mjf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgHB6W6Z3mHf5hG6bsW6NRd7M2_2n-6VrbP1d7QGp20N2QKp1NWzTF_W6yjTC83HJ2LTW3pMgJy49C5-LW4CB8k49f_5NTW9hHtlX63p_cbW71Y_4w6XKvylW602PG21rrH6XW532bsY1c041rW4vTTs2634ZN9N4W5cxYWL_qcW3Cx5Zq6DcnY-VzkrnR3prYLsW9fcmRm19Rn23W1V5bBv3tLKZnW3ybzk34Md4YfW2yxVct5y3Y6yW1KTfZj2yVzW8W3D-gcl7PXGP4W3cClY380f9wJW7VG4GB14yc8fW11H-s78M4zxcW2hqn4P6RfxNSW7p4XRf6vBbG4W5mxXNQ8YC4rKVgHwXT1kSw90W8GZps81Bbs8zW2MbLWv66QtfD3lyb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgXdlW2gc9BD8FzX8NVgjVDs31vpFBW7HVVF161BgT-W11Cyw44jX69QW7J_Hds7vTyVMW5-tZvR70fykRW50s23c3twv-1N6Q73HqsNKm7W1wtz107yhpr5W1nlc5Q7dPh7MW1g6rdc3GtM9DW6Dl__-7fQ-1cW2GQFnG80sN4zW1xKKFg7NzxBzW52__Xc8159HmW8WFRv43vf6W1W3fl3L67c3DMgN7WF5TWnWZhGVx6nX22-KfywW1zVJ9F5gr_-hW86w35n5KGkd_N2DC8srvQbpWW8hGhs764d8ZnVVtS7G1py44CW8rH3sb7wLdvMW2FwJFs8gvXnqW2g5KPh6d-CCQW3GkVyg5ZqYj0W6R6mbr2Zc2xnW1ZdTBm619T6V39jh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgSpFN2Zh3H8hf3wBW3lm2rp8f0DxHW2WQ2002M2jX4Vb3pST1Vx0jBW80kMQ84Zksc3W62lKmv3rdrMVW3HXJg86JkBPZW486J8L1mmQGyW8ZWz0Q4_B_9QW7P_RG44dlq8bW2JTxxk1MQQVBW5YHVGz5CW2xhW6yTCrl8_74tGW18kyq86zY-7wW5rNTcJ7j_wMwVn-sRY610cl0W9kshk366YssRW6bcbPv6tSZZFW7zkq203fSpwdN5pvmwfYrjqDW3K0Nrr4vxXX-W5LPG4T4sQQNnW5QfFND5Sxx2qV8Sgj-7snD4ZW435spF2--gsnVl6STL4Wj9YGW3mrjs293yLC9W3cn3vv4f5K4fW1B-_hq4lcJNfW3CrQT53DS6bZ34-s1
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an important source of employment. Germany’s biggest exports are motor vehicles, 
supporting a network of vehicle suppliers around Europe. 
  
Many automakers rely on crucial component suppliers in Russia and the Ukraine. 
Volkswagen, BMW, and Porsche said they would be forced to curtail production as a result, 
the NYT reported on March 1. AutoAnalysis estimates that Ukrainian factories account for 
20% of Europe’s wire harness supply, which is necessary for vehicle assembly. 
  
Other effects of the war on automakers and their suppliers include: 1) shortages of the neon 
gas and palladium—of which Russia and Ukraine are critical suppliers—needed to 
manufacture semiconductor chips; 2) production interruptions of Ukrainian factories, such 
as those of Leoni, a large German maker of electronic components discussed in the NYT 
article; 3) manufacturers pulling production out of Russia in a show of solidarity with 
Ukraine—perhaps permanently (resuming Russian operations would likely mean PR 
backlash); 4) European factory shutdowns because of war-heightened gas prices; and 5) 
Volkswagen and other carmakers searching for alternative suppliers, which could affect the 
European automotive ecosystem in the future. 
  
(2) Covid-19 resurgence in China. In the last few days, mainland China has seen its worst 
Covid outbreak since early on in the pandemic, reported CNBC on March 16. Renewed 
lockdowns will impact the Chinese economy and global supply chains, but how extensively 
is unknowable yet. So far, local factory checks revealed a limited impact on the production 
of chips and autos among other industries. For autos, the current picture of plants is mixed. 
A “couple of Shanghai-based names saw bigger disruption, while BYD’s Shenzhen plant is 
operating normally as of 14th March.” 
  
(3) Chip shortage. It’s old news that the semiconductors needed for car computers are hard 
to find. But the issues above are exacerbating an already challenging situation. Research 
firm IHS Markit (now a part of S&P Global) expects about 3.5 million fewer vehicles to be 
made globally this year owing to semiconductor chip constraints, reported CNBC on March 
7. 
  
Global Autos II: Shortage of New Cars in US. Used vehicle inventory is plentiful. Then 
why did the CPI for used vehicle retail prices and the Manheim used car price index spike 
41.2% y/y and 36.7% y/y, respectively, in February (Fig. 15)? Because dealer lots are short 
of new vehicles. The CPI for new vehicles also shot up during February, by 12.4% y/y (Fig. 
16). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRsS3q90JV1-WJV7CgWh6W6WCH7q1kR3t3VCjx4X8mwpZWW6dLG27607j5yW1SQqV47KKL80W4Tm26S30nbFfW2Pw--15cJZp1W5TH06q1xqWmbVTLNfH6kB9ZFN61Xc4FrQP6cW827v8R9b1Vn3W6rKy-s3bsM0NW92D24s6dv3M6W3fMrYC8rPw0xW7rZTx93QwdfCW2VjNtZ6_xS1KVPldsp84Z-3dW4JMspF279ZT4W7YMVlc7Zpj8QW3mP37Z944LpFW924YKQ1GrFy5W7G1Wl_8G1QmtW1830nS5GY4qcW8Xz_mr5mML_KN8Tzn4stJPGJW29PPhF6Cm6s6N90jLV-GhWGDW4dZ8rS73zznrW8PhTrf8T-Tnt3h6X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRsS3q90JV1-WJV7CgZj6W1vgcw842wCzgW4PNm1Q2WSpCrW6Qtr136DVlX7W6Y1-Yc9cyysvW5P2yJV8SJpNhW7tX_tt2tNgbBV18st47X_3c3W4ZbYv87-ZSnNW6jkhrf9bRLxYW3gDSsw5KZ428W7CYCSs3ywWV8W7bZrCH24_WW2W5d7kPF8zv-HDVJl1rc5GwdTfW92klSk3GmpxYW2l_LyN6_F60yW8gL6G5681H4lW2cnpK8581Ff9W89k-Wx4Bd4q2W1q1pW929L5bzW8qPmqC6xSsqBW4_m7k-7QWfmFW8sVmjM2PfNFjVjKY5M4QZQQ9W6PrZr-96cgx-W2H5wDJ6B6wz-W16NWNN3hVw5LW5t-rmz5mfVlr33gY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgFYqW2v6fKh94bB-gN4gGZNYVJWMvW5qLklN8N5VPCW8dzcP32ZMdhfMx9pJytD1K4W82Jtst1MlrGbW49vsnK6Gw0z9W1LNkgR3Zn3VgW1mtsLL92SX8dW3hYhqY2T6GMMW45YS4R4TfkX4W35GjLb7ndn80W6gqHmm6Lp0_0W8PjwZl7VqgPnW1T7zP07t3NWXVkYCw15Z8pbBW5KSCsm7w3fJQW1sdXJ56C1Gk-W7Mnz5z34CwNhW8nkpYR4PBST4N5G4vVm-xvxjW5d66Cl1Sh6bKN3z56r7gjDMdW6gQt-q3wcyFpN4yCWnkWmZpVW85PlKc46YrWwW5jCBMB1wQZv8W58kJ--91rB0mN7w8m1yNdyxpW2scqhw5z24HV3j8b1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgCdbW5hfzr985gyxjN3ZF-xt1SbStW2f9F_Q4vz8HWW3tD2Fs2LJ9H_W7jCcTy5vG_J9W36Slfv6SjRPyW9lYNGL5P-8lyW7rrVmd1Gy7gWW5SnWgr2q2nmNW13QTjj64MR9kW7KvnxM1HkDtyW4th6_c15ZQDWW3GtXcq4xvGbVW8Q-Dl859Qjb6W7481hD5Sp8XrW68yF6C3YzrHGW3FGp663rx5MVW6S20SM2vyBXSN74N0stZDvJRW5Gg_sv4l8PyRW3Mc9q37Gn882W2ycPFc3cVsKcW1gVW-l6cywbTW3mrbDq33xRLYMlKkFQ46llmW2yKLPQ6Q3XGKW7g2h_31PTjSYW2S1b1k7m4jL9W2M4CSy3XGM-qW2fB38l7VX10W3gS51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgYXFW5k69Gt3XM-qMW8R6Qj792L_hXW5P4FzT6KN7PkVQHNT96KPgsYW7YsMVm6zLmPwW8k77Td71qQg6W5rJ8Kg6fMmCDW54F_dZ7H3bgyW60BzBV39WDJ8W7k94c44zbvvSMcXTMHJBnLMW2M7XpJ5C6j-CW8n_Rvg7HZFHTN1StGLmp4_CjW4yzCs-2L44yDN8j67FbT7sKzW3LC3Yw26ZQCjW5pbpvH7bd1DHDsWMCRjT6JN1ZzC3D13rwcW94TMrb5M-yG7W86WcsY7XbdGN32CV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgPKKW1LmPp-89c0dtW84BkTx7f-k2zW8-RfHZ4xbhjdW6dY2pp7HVk6CW7tGy7B8_PfjWVCXwV98tPv55W7bb8sr8jW3kwW7sClsh5CnQTxW20Qn4N2B3vJ-W4RJdhf17jCFJW7bG65p7W033hVvs8Cz6gbbgZN5zKyC0cWlvGW6b0mBr2McSyVW5jXLj06XMb7YW7DXZk28jy9QSW1146P73NgWRLW6S_PGP4Wc9vwW5HrlZB4p1Wx_W3y67ll7br1wgW92kqfB52cKKKW4gs22b8xNWr633yS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgPKKW1LmPp-89c0dtW84BkTx7f-k2zW8-RfHZ4xbhjdW6dY2pp7HVk6CW7tGy7B8_PfjWVCXwV98tPv55W7bb8sr8jW3kwW7sClsh5CnQTxW20Qn4N2B3vJ-W4RJdhf17jCFJW7bG65p7W033hVvs8Cz6gbbgZN5zKyC0cWlvGW6b0mBr2McSyVW5jXLj06XMb7YW7DXZk28jy9QSW1146P73NgWRLW6S_PGP4Wc9vwW5HrlZB4p1Wx_W3y67ll7br1wgW92kqfB52cKKKW4gs22b8xNWr633yS1
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Here are some more auto stats to consider, based on a Wolf Street article citing Cox 
Automotive’s data for used and new vehicles: 
  
(1) The total supply of unsold used vehicles on dealer lots across the US climbed to 2.62 
million units as of March 1, about 5% above a year ago. In contrast, the total US supply of 
available unsold new vehicles stood at 1.07 million units at the start of March, down 59% 
from the comparable period in 2021. 
  
(2) Used vehicle sales picked up from the previous month and drove February’s days’ 
supply down to 51 from 55 last month, but days’ supply was still up 11% y/y. The days’ 
supply of unsold new vehicles was 34 at the start of March, down from 37 in early February 
and 50% below a year ago. 
  
(3) At the end of February, the average listing price for used vehicles was $27,608, up 28% 
y/y and close to the December 2020 peak of about $28,000. The average listing price for 
new vehicles rose to $44,704 as of February’s end, up 12% y/y. 
  
(4) Demand for new vehicles has taken a hit from the high prices and low supply. But it has 
not been low enough to allow for inventory to build at those prices. In February of this year, 
a historical low of 1.05 million new vehicles were sold, down 22% y/y, according to the 
Bureau of Economic Analysis. Nevertheless, some buyers were motivated by attractive 
trade-in offers. 

 

Calendars 
  
US: Wed: New Home Sales 810k; MBA Mortgage Applications; Crude Oil Inventories; 
Gasoline Production; Powell; Daly. Thurs: Durables Goods Orders, Total, Ex Defense, and 
Core Capital Goods -0.5%/0.1%/0.5%; Initial & Continuous Jobless Claims 212k/1.41m; IHS 
Markit M-PMI & NM-PMI Flash Estimates 56.3/56.0; Kansas City Manufacturing Index; 
Natural Gas Storage; Natural Gas Storage; Waller; Evans. (Bloomberg estimates) 
  
Global: Wed: UK Headline & Core CPI 0.6%m/m/5.9%y/y/0.5%m/m/5.0%y/y; UK PPI Input 
& Output Prices 1.2%m/m/13.9%y/y/0.9%m/m/10.1%y/y; UK Annual Budget Release; ECB 
Non-Monetary Policy Meeting; BOJ Monetary Policy Meeting Minutes; Nagel; Bailey; 
Kataoka. Thurs: Eurozone, Germany, France C-PMI Flash Estimates 53.9/53.7/54.3; 
Eurozone, Germany, France M-PMI Flash Estimates 56.0/55.8/55.0; Eurozone, Germany, 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrG5nKvJV3Zsc37CgTmGW3RyVcp3tB5GGW6pHmxh5cDYdFW74sz0b500FSkW8BTX0Q1z-DfFW2Frqjy6llw0_W1hckVW3BsTvgW8tx4Rb53v5tHW8rkv5g8vTqF-W5mrCQz3zCr4MV-rKk32wz-H0W4d8lVv4l--R_W36mBg52mDJSVW6zbsNK57wyRqW3YX0C_4zsrkWW1BQCL93qtKPLW7j8w0C2pLp9LW6bnRnQ3YGmfsW310hjW3g4fLnW4ZRs7T6wM5YqW3Tfx3H3_K-bQW7Ftp2s4TjkqdVpxglY8NVlsRVC7Vx_23ZBpJW55HF0s48g8fdW3X4DWV7G_xQXN9h9CSP2JcLTW4C3KCv970lSKW8QlfNN6wtpf5N7_gQv1n-LSFW5vrzxn6-zJKfW5MDCGH1yQ_2nN2bK9W_nYccqW3BhD4_25NDHrW4Y2Nzc5sZ0g6W8KHdnf8xwdnhW81SF6t5LTXgk36NY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgP4XW21yYTq5sfyJdW319K6H50hyCjW6s2Vff7RlHFNVF_ptP3NhKQgW4mZ0-g28-w0QW4VvZ5C1czhqpW4F6tZ14Wvjh7W6S-Vbc4x3r70W1v7pbN34mlVwW5F2yf-7Wt6TmVfcYN35QcH8kW8Sc2yF7NCNVWVDkzYj7wxZk5W5TJ6-N6mmL1qW3lrhnn1RcPscVjFDT28Fq6TcVWZr8W7XZwflN2hjWWYpxhdpW1DxQGr2g2cgLW7-5TC08BC8ZyW3H6PKV7X3t77W50jLTQ77f_fWW19YbKj8MXFSjW1GnzHc35m7LdW5nhBcR1YtlnzN2nmt7RBS1dYW2Nkxs74jv0fLW8l_j6P2qg4jWW2l2CJW3PbQHrW2TpSZP59vQ4s35L_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRt73q90_V1-WJV7CgByjN1j5QGTvwlMPW3MzzHj6mjQwcW61wZ_k1CPHhmV9vwyQ2yDHk7W8ftWt445RwMPW48D95t8KK65LN40gLzm_B4rNW17V6s989bwKbW2SMj-v2ryL4tN7C2M-SYqNm9W2bJ1h87VmDw7W5wNmJQ5w3VMXW80Nrsg4RCCYPW7pvjfk13HSkmVdssKd84jZWFW5TwJB11j0LCrW7M-YHR5mwprLW1X15jR8DqLkcW4cyzbL5W9v0_W7nq03F5h1TrdW4htm5j3qhZYlW7_nRRk4mg9gyW8Y9pvb26xQWlW2ymL0382hMbrW6F1QtY69PpMyW2xvkx75ps328W8qxk9q59v4SyW2TT8Nq1PjtHLN5kJvq48mdxhW3HVln_96vyq23g9Z1
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France NM-PMI Flash Estimates 54.2/53.8/55.0; UK C-PMI, M-PMI, and NM-PMI Flash 
Estimates 58.7/57.0/58.0; ECB Economic Bulletin; EU Leaders Summit; Beerman. 
(Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Sectors Net Earnings Revisions (link): The S&P 500’s NERI weakened m/m in 
March for a second month after rising in January for the first time in six months. It dropped 
to a 20-month low of 3.9% from 5.1% in February, but was positive for a 20th month 
following 13 straight negative readings. That exceeds the prior 18-month positive streak 
during the cycle that ended October 2018 (during which NERI had reached a tax-cut-
induced record high of 22.1%, in March 2018). March’s reading compares to a record-high 
23.1% in July 2021 and an 11-year low of -37.4% in May 2020. Seven of the 11 S&P 500 
sectors had positive NERI in March, down from eight a month earlier and the lowest count 
since it was zero in July 2020. Six sectors had NERI readings at post-pandemic 20-month 
lows during the month. Just three had NERI improve m/m, up from two rising in February. 
Among the underperforming sectors, Consumer Staples turned negative m/m, Utilities was 
negative for a third month and Communication Services for a fifth month. Here are the 
March NERIs for the S&P 500 and its sectors compared with their February readings: 
Energy (29.7% in March, down from 17.5% in February [13-month low]), Financials (11.6, 
13.9), Information Technology (8.8 [20-month low], 10.5), S&P 500 (3.9 [20-month low], 
5.1), Industrials (1.9, 1.6), Health Care (1.0 [20-month low], 2.4), Real Estate (0.8 [11-month 
low], 4.0), Consumer Discretionary (0.5 [20-month low], 5.5), Consumer Staples (-1.5 [20-
month low], 2.3), Materials (-2.8, -3.8 [19-month low]), Utilities (-3.1 [20-month low], -2.1), 
and Communication Services (-12.2 [20-month low], -9.6). 

S&P 500 Earnings, Revenues, Valuation & Margins (link): The S&P 500’s forward profit 
margin was steady at a record high of 13.4% last week. Since the end of April 2020, it has 
exceeded its prior record high of 12.4% in September 2018. It’s now up 3.1ppts from 10.3% 
during April 2020, which was the lowest level since August 2013. Forward revenues and 
earnings were both back at record highs after ticking down briefly in early February. They 
have both been making new highs since the beginning of March 2021 after peaking just 
before Covid-19 in February 2020. Since the Q2-2021 earnings season came in way better 
than expected, analysts have been playing catch-up with their lowball estimates from the 
Covid-19 shutdown period. Prior to this catch-up period, consensus S&P 500 forecasts had 
been falling at rates paralleling the declines during the 2008-09 financial crisis. Forward 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRrZ3q8_QV1-WJV7CgLn8W75H3Kr3kHRpqW2wLF9R71pgJfW4mwKVY1pRw_sVGKMsn6VVRyNVbfv-15y9kb5W2SY0tG3x9_wjW8zD1JL32yLxDW8b6htt5BcXvWVn0Wcg8jhFT-W8mJ3RZ6hgxJ4Vhp-Qj7zVQDNW3x_KwQ4bRnp1W73rnN88D2XJdW12m1_-36-g7PW2GMwn63ZZCTBVbfQzf8F_LHkW2wVXTC6P-SsnW7CcPh35tQdjzMHFVNgfQbY0W39MNJh6X7fqpVtQtSN2h2-9sW1k7gMf8mGRs83nQZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRsf3q905V1-WJV7Cg-20W2PTK3j4tM1RTW2nnKHb6cDqlRW6-wDtF34P_FzW8JDXDN8Nq09RW5Hxd9x3CmcKNW2NlRR38LC3MTW2HSPg56PFlJJW8Gn9k23LcjhYW16QSTP5xzVvZN3534pPfJCdkW6Ygksf8HXT7YW2pGqtl4lR3QpW5C-1SP8J2DghW1Y6L2k3g7PyqW3b_fPc4_CW1SW2Yr3ln1clz01W3x2qlg21lSBSW99qzcK95rLVQW43_X_h6JfVy3VXMcrM8dtC31W4mqDtz123dDSW4FNMbH15JRQzW4500gS99Q_TVW3-8sHR8KWcXC31b51
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revenues growth rose 0.2ppt w/w to 8.1%, up from its 12-month low of 7.1% from early 
December. That’s down from a record high of 9.6% growth at the end of May 2021. Still, 
that’s up from 0.2% forward revenues growth during April 2020, which was the lowest 
reading since June 2009. Forward earnings growth rose 0.4ppt w/w to 9.5%. It remains 
above its 16-month low of 8.2% in early December. That’s down from its 23.9% reading at 
the end of April 2021, which was its highest since June 2010, and up substantially from its 
record low of -5.6% at the end of April 2020. So far this year, analysts’ revisions to their 
forecasts for 2022 revenues have outpaced their revisions for 2022 earnings, so the 
imputed 2022 profit margin estimate that we calculate from those forecasts has ticked 
lower. They expect revenues to rise 9.5% (up 0.3ppt w/w) in 2022 and 5.4% in 2023 
(unchanged w/w) compared to the 16.4% gain reported in 2021. They expect earnings 
gains of 9.7% in 2022 (up 0.5ppt w/w) and 9.7% in 2023 (down 0.1ppt w/w) compared to an 
earnings gain of 51.5% in 2021. Analysts expect the profit margin to remain steady in 2022 
at 13.2% (unchanged w/w) compared to 13.2% in 2021 and to improve 0.5ppt y/y to 13.7% 
in 2023 (unchanged w/w). The S&P 500’s weekly reading of its forward P/E rose 0.3pt w/w 
to 18.9 from a 23-month low of 18.6. That’s down from an eight-month high of 21.7 at the 
end of 2021 and compares to 23.1 in early September 2020, which was the highest level 
since July 2000 and up from a 77-month low of 14.0 in March 2020. The S&P 500 weekly 
price-to-sales ratio rose 0.04pt w/w to 2.53, and remains barely above its 15-month low of 
2.48 at the end of February. That’s down from a record high of 2.88 at the end of 2021 and 
a 49-month low of 1.65 in March 2020. 

S&P 500 Sectors Earnings, Revenues, Valuation & Margins (link): Last week saw 
consensus forward revenues rise for nine of the 11 S&P 500 sectors, forward earnings rise 
for four, and the forward profit margin rise for two and fall for nine. Nearly all sectors are at 
or near record highs in their forward revenues, earnings, and profit margins. Energy still has 
forward revenues and earnings well below record highs, but its profit margin of 10.1% last 
week was up 0.4ppt w/w to its highest reading since March 2008. Financials and Utilities 
have forward earnings at or near record highs, but their forward revenues and margins are 
lagging. Only three sectors posted a higher profit margin y/y in 2020: Consumer Staples, 
Tech, and Utilities. For 2021, all but the Utilities sector posted a y/y improvement. Four 
sectors are expected to see margins decline or remain flat y/y in 2022: Communication 
Services, Consumer Staples, Financials, and Real Estate. Here’s how they rank based on 
their current forward profit margin forecasts along with their record highs: Information 
Technology (25.3%, down from its 25.4% record high a week earlier), Financials (18.7, 
down from its 19.8 record high in August 2021), Real Estate (16.3, down from its 19.2 
record high in 2016), Communication Services (16.4, down from its 17.0 record high in 
October), Utilities (14.2, down from its 14.8 record high in April 2021), Materials (13.3, down 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRsf3q905V1-WJV7CgKdsW806Jhr95s7wPW62tVRS3km22mW7266jw4bG-7GW3HX5LG6_61HKVBD-Lc3KG5WCVwmQDG8YHD5rN2K1V0N1tptMN6Qh38f-Lq1cN2fXKD7c500_N576x9rf1D0dW1Qr1Fp4gclsNW9jHNXz5qLF_nW788WGx6WNgYmW8m67bn34mQVsVDYlH55FnpSHW4V2v768lVpdhW668XfM75mbtCW52hHXw8xg8t0W7GyMZK4Q2hz5W3s8TL47P03ZqW59cPYM4gDVmyW5F6xMZ538t0ZW4Pkz8h1HC-PZN2TMVHxmcLNv33gS1
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from its 13.4 record high in December), S&P 500 (13.4, a record high this week), Health 
Care (11.3, down from its 11.5 record high a week earlier), Industrials (10.2, down from its 
10.5 record high in December 2019), Energy (10.1 [15-year high], down from a record-high 
11.2 in 2007), Consumer Staples (7.5, down from its 7.7 record high in June), and 
Consumer Discretionary (8.1, down from its 8.3 record high in 2018). 

 

US Economic Indicators 
  
Regional M-PMIs (link): Three Fed districts (New York, Philadelphia, and Richmond) now 
have reported on manufacturing activity for March and show the manufacturing sector is 
growing at a slower pace than last fall. The composite index (to 9.5 from 6.7) did show a 
slight acceleration this month, though at a pace that was only around one-third of 
November’s (27.0). Growth in both the Philadelphia (27.4 from 16.0) and Richmond (13.0 
from 1.0) regions accelerated this month, the latter from near zero. Meanwhile, New York’s 
(-11.8 from 3.1) manufacturing sector contracted for only the second time since mid-2020, 
posting its weakest performance since May 2020’s -48.5 reading at the height of the 
pandemic. The new orders (8.2 from 4.2) measure improved a bit from February’s 21-month 
low as orders in the Philadelphia (25.8 from 14.2) region accelerated at a four-month high 
and Richmond’s (10.0 from -3.0) measure moved from contraction to expansion. 
Meanwhile, New York (-11.2 from 1.4) billings contracted at the fastest pace since May 
2020. Jobs’ (25.5 from 25.1) growth continued at a healthy pace, with factory hirings in the 
Philadelphia (38.9 from 32.3) region accelerating at a record rate, while Richmond’s (23.0 
from 20.0) expanded at a steady, though robust, pace. Meanwhile, New York factories (14.5 
from 23.1) hired at roughly half the pace of recent highs. Turning to prices, Philadelphia’s 
prices-paid measure accelerated from 69.3 in February to 81.0 this month—the highest 
since mid-1979—while its prices-received (54.4 from 49.8) measure picked up a bit, though 
was below the November reading of 62.9, which was close to its record high of 63.8 in the 
mid-1970s. New York’s input prices eased for the fourth month, from 83.0 in November—
which was near last May’s record high of 83.5—to 73.8 in March, while its prices-received 
(56.1 from 54.1) gauge reached a new record high this month. Prices-paid in the Richmond 
(110.5 from 122.7) region eased for the second month since reaching a record high of 143.2 
in January, with Richmond’s prices-received (87.7 from 91.6) gauge also slowing for the 
second month from its January record high, of 112.7. (Note: The Philadelphia and New York 
measures are diffusion indexes, while Richmond’s measures are average annualized 
inflation rates—which we multiply by 10 for easier comparison to the other regional 
measures). 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVF9Hk3MQsyyW9gnxGc19XHMcVZjc4S4G-8MrN1vWRsf3q905V1-WJV7CgT7PW1wtkV91M7rKfW1Kdjtn7h6pzRN5KPfwn5S4GmVNkcHF65mgDMW3fHvKk90Y9zRW1NV4nV855ZP4W6PTWYz8k58vVW3sxhfj4C5ld0W63QgbS3Y4g7sVckNM94DX_2gW1Jjmn062tKKWW11ymwK3d8N0mW4rWFnr7T0hWjW27XH2b26Dlr4W48YdlC8SvxrZW26GF3x4VTjsWN8KYy-H5zRddW8ryQBJ5F18rxW89zHmM4J7flPVkpHLv3K9VzCW70gx801xfxsFVkmq4c253H5lW1Rn1bg1R-LK2W5yqBVf8xF3813jLC1
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