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Geopolitics I: Putin’s Delusion. Russian President Vladimir Putin first outlined the 
historical basis for his claims against Ukraine in a controversial 5,000-word essay titled “On 
the Historical Unity of Russians and Ukrainians.” It was published on July 12, 2021 and 
featured many of his talking points since the start of his undeclared war against Ukraine 
since 2014, when Russia invaded and annexed Crimea. 
  
In his essay, Putin reiterated his frequently stated conviction that Russians and Ukrainians 
are “one people.” He openly questioned the legitimacy of Ukraine’s borders and argued that 
much of modern-day Ukraine occupies historically Russian lands. He concluded that 
“Russia was robbed.” He signaled his intention to acquire eastern Ukraine by saying, “I am 
becoming more and more convinced of this: Kyiv simply does not need Donbas.” He 
questioned the legitimacy of Ukrainian statehood, declaring, “I am confident that true 
sovereignty of Ukraine is possible only in partnership with Russia.” 
  
Russia and Ukraine have been engaged in armed conflict over the industrial Donbas region 
in eastern Ukraine since 2014. In effect, the essay was Putin’s formal declaration of war 
against Ukraine. Indeed, Moscow had already started amassing over 100,000 troops close 
to the border with Ukraine when he wrote the essay last July. 
  
In his essay, Putin claimed that Russia and Ukraine share “spiritual, human, and 
civilizational ties formed for centuries.” He might actually have believed that Ukrainians 
would welcome his invading army as liberators. Apparently, he shared that delusion by 
sending the essay to his troops, who reportedly were shocked to be met by locals shouting 

 

Check out the accompanying chart collection. 
  
Executive Summary: The ripple effects of three delusions held in high places have triggered a host 
of interrelated global problems. Putin’s delusion about Ukraine’s sovereignty has led to war and 
related supply shortages of crucial commodities, which are exacerbating runaway inflation. … Powell’s 
delusion that the inflation outlook is more benign than it really is has misled bond investors. … But the 
bond market is finally shedding its delusions and acting more predictably. … How high might the 10-
year Treasury bond yield go during this year of rising interest rates and stagflation? We project 3.00% 
by year-end. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9qf3q90JV1-WJV7CgY_9W1K6lMh1mZ3mjN1T2B4z7n3f4W6tSzxy3tP_j3W2DHQqd3qH-6hW3hw0kV31HwDsW8FWzZd2cLk5WW6Nn6LK6rM23zW1qxwbf91S8d_N4zQgvwk_tc_W3nNlDb5jMGDqW483XQ_7NGDTlW746NCn1LZng0VYzcbD7kfglLW4_kDZy3HqrRHVjDryL6wj7gwW4gz7883NgNVRW60qFD53LZ20LW8CDxHJ3v79DGW26mxnj1m5Z1JVpkkc66LqzMNW6q5Bj67q0NX0W6PvPSv3qpym-W7RRqcP10hNmDN17JF7_Q6WpDN3vNcMyp83yMW3K-FVL1fBFz2W1_GBq840xDC8W3gzL7K6kK0403ngB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9qf3q90JV1-WJV7CgY_9W1K6lMh1mZ3mjN1T2B4z7n3f4W6tSzxy3tP_j3W2DHQqd3qH-6hW3hw0kV31HwDsW8FWzZd2cLk5WW6Nn6LK6rM23zW1qxwbf91S8d_N4zQgvwk_tc_W3nNlDb5jMGDqW483XQ_7NGDTlW746NCn1LZng0VYzcbD7kfglLW4_kDZy3HqrRHVjDryL6wj7gwW4gz7883NgNVRW60qFD53LZ20LW8CDxHJ3v79DGW26mxnj1m5Z1JVpkkc66LqzMNW6q5Bj67q0NX0W6PvPSv3qpym-W7RRqcP10hNmDN17JF7_Q6WpDN3vNcMyp83yMW3K-FVL1fBFz2W1_GBq840xDC8W3gzL7K6kK0403ngB1
https://www.yardeni.com/pub/cc_20220329.pdf
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at them to go back home and tossing Molotov cocktails at their tanks. 
  
The Ukrainians have many grievances against the Russians. Until their recent invasions, 
the major calamity inflicted on them by their big brother was the Holodomor, a.k.a. the Great 
Famine, from 1932 to 1933. Ukraine has some of the most fertile soil in the world, yet 3 
million to 5 million people died from starvation those years as household food was 
confiscated and population movement restricted. Ukrainians viewed it as a genocide against 
them carried out by the Soviet government under Stalin to eliminate an independence 
movement. 
  
No doubt, Putin’s war will continue to poison the relationship between Ukraine and Russia 
for years after the war is over. 
  
For now, ceasefire is the hope. Russian President Vladimir Putin and Turkish President 
Tayyip Erdogan agreed in a telephone call on Sunday for Istanbul to host talks today, which 
hopefully will lead to a ceasefire in Ukraine. Putin seems to have backed off from seizing 
Kyiv and is regrouping his forces to consolidate Russia’s hold on eastern Ukraine. Ukrainian 
President Volodymyr Zelensky recently signaled that he might agree to keeping his country 
neutral but rejected any suggestion that he would cede any territory in eastern Ukraine. 
  
Geopolitics II: Wheat Shortages. A prolongation of the war in Ukraine could weigh on the 
global economy and boost global inflation by depressing supplies of key commodities. 
  
Many countries are very dependent on Ukraine for their grain exports. President Joe Biden 
said that the world will experience food shortages as a result of Russia’s invasion of 
Ukraine. “It’s going to be real,” Biden said at a news conference in Brussels last week. “The 
price of the sanctions is not just imposed upon Russia. It’s imposed upon an awful lot of 
countries as well, including European countries and our country as well.” Ukraine and 
Russia are both major producers of wheat in particular, and Kyiv’s government has already 
warned that the country’s planting and harvest have been severely disrupted by the war. 
  
The two nations account for about 28% of the world’s wheat exports, according to the Food 
and Agriculture Organization (FAO) of the United Nations. An ING analysis suggests that 
about three-quarters of Ukraine’s harvest from last year has already been shipped. With 
ports closed, the remaining quarter will likely remain in the country, and the export of 
Ukraine’s spring harvest is in question. Similar uncertainties about the export and sale of 
Russia’s wheat also remain. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9qf3q90JV1-WJV7CgR-zW2DYv_l4SwntsW5JpZxy3T_wyYW6d_ccG8g0d41W19yMSf978H-tW7956R292WK42W8fGq0z15KQDGN1G9KKQxj7MhW1WlK8Q8t9XMBW5BlZSt4Mw08FN1z61tg6z7V5W5pGsh26Wy5CTW7fdxcR8PV5gQW6FH8DQ1TrmSgW8yR6dp3FzXVvW5JG2j87C5hh2W27PTvN3JBKVZW5XXtZB84mpBnW7vkgsb5j3qBHW6dlGJc7zP6ptW6VPpk58Gk4vmW1DGQjC7QSPBCN2v81tMKpdJRW1D7tpQ5MMTGXW7dYxgH1_CtBqW48Sbjk1VzC8cW3dH4Kk5FbW1PW4T8Pp16HG3NQW35VKYN54Vt-92CF1
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The FAO, in a recent analysis of the fallout from the Russia-Ukraine conflict, argued that the 
fighting, should it lead to a “sudden and prolonged reduction in food exports,” could cause 
the undernourishment of between 8 million and 13 million people in economically vulnerable 
countries around the globe. 
  
According to a National Post analysis, US crop consultant Sarah Taber says that the world 
as a whole doesn’t actually have a wheat shortage, since warehouses hold millions of tons 
of wheat. “The amount of wheat that is missing due to this conflict is like one thousandth of 
one per cent of all supply,” she says. But places dependent on wheat from the Black Sea 
region are experiencing shortages, and those shortages may be exacerbated by panicked 
hoarding in the West because the war is causing excessive speculation in wheat markets. 
Black Sea wheat goes mainly to the Middle East, North Africa, and underdeveloped 
countries that rely heavily on food imports. Nearly 50 countries around the world source 
more than 30% of their wheat imports from Russia and Ukraine. 
  
The S&P GSCI indexes for grain, soybeans, wheat, and corn are all at or near record highs 
(Fig. 1, Fig. 2, Fig. 3, and Fig. 4). 
  
Geopolitics III: Turning Off the (Neon) Lights. Ukraine supplies about half of the neon 
used globally in the manufacture of semiconductor chips. But Ukraine’s two leading neon 
suppliers, Ingas and Cryoin, have halted operations as a result of the war, a March 11 
Reuters article reported. Together, the two companies produce “45% to 54% of the world's 
semiconductor-grade neon, critical for the lasers used to make chips.” 
  
Ingas is based in Mariupol, which has been under siege by Russian forces. It exported neon 
gas to customers in Taiwan, Korea, China, the US, and Germany, with about 75% going to 
the chip industry. Cryoin is located in Odessa and halted operations on February 24, when 
the invasion started. 
  
So far, there are no reports that a shortage of neon is exacerbating the shortage of chips, 
particularly to the global auto industry. That’s because the major semiconductor 
manufacturers have inventories that may cover them for a few months. However, neon 
prices are soaring as a result of hoarding-motivated demand. 
  
The CRB raw industrials spot price index soared to yet another record high at the end of 
last week (Fig. 5). Leading this index higher is its metals component (Fig. 6). 
  
Inflation: The Fed’s Delusion. While we are on the topic of delusions, Melissa and I were 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9qy3q90_V1-WJV7CgDQpW75wFcj4Tb98kW36RY7J8Cvz9lW27z2yn41CwmyW1vLLXc3wnz2pVKl56m2dQr1BN1WSx2drKbVvW6s_fMx5FRSFyW7Pn91L5V-jxyW497-Mf96VWmvW13qmLW8LCtCbW2dbSpm62PYvPW4YVLWf6LSF0VW8wHy776fBS7vW4WKwSW1fpBmXVtQmst6gnSLTW99QjTt6kD02cW344t7Q48pNg0W6yvhQ53R1GGVMgGN5rVJ9KsW3zwfSN2_n2pQN5jXrg4jXnX4W3fRJYZ7-Lbb7W5HWRXW73VgCgW2FjDM-2m-hhYW5Nl9-56DVtZLW1-0yqb7ZwvjpW2y5p2l5w3M65W3ffTKm83yMl6W93P4CL4ts_B2W4FB7vj6TL5lL37Jb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9qf3q90JV1-WJV7CgGG8W7twYjp77KQ8CW5TP1xk2Khb0QW6JVlFK46FjMyW5Lmg-k3H723YV5rRtT6V3_TJW1X_9L81pr8yTVkdqfl6-qq97W76s3B98K6sN9W3KHydk5d2mF3V1_-Gp1B4KB3VPrN8G3styw-N8DZxldLQljcVQDYYq2PN3q-W5LW2tC5M6xKqW7XR3nM44b5PHW90D_Cc1PfQsWW5-jFLk1YZwFkW6q_fL78Dp25dW6M6VzV6xBJlWW6TWS_Z3WRM2VW6QYgf72348RtW6FFxZs8nqSldW7lZMwq21zDnKW2xtvHy67p3gPVLpKh63x9jbWW3WjVY88TnqkLW5fCRyx5z1C_NW7jxfrg6yYZ4k3hjT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgPz6W25DjVx1Zq2tVW9kyM2b2Dwm0VW7c3NJH2NfRWnVBGmDx6RR3z8W1p5YBR8BkYktN16xZCvqZYvjW5Fbw0v300N83W6R_t8b806KN7W15RmmH1xX7j3VwmZ0S7C7c26W2bVYbB51_z_jW7q7zc5110ymkW4gDFr_3wWwf9W28Fz0-62N43dW852y0J8WXHCXW3QJsLh25Rvm-N5LdTH1SyhdrW2lQRqS2JmWrnW30NYjz5mFjmZVMVHL62D82SYW11mfqk7-xV_CW7dG-xf6TJCx_3ghT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7Cg-WqW2fPyMT8v7X5dW5fZ3Gb2VQQYNW3k-DsX7gGMLHW51kRln1kLMzWW7WJVT_45lPqzW89-H2S6fM5KJW7gdYR98VlY64N4991LjbJ7ffW1gKj9w2L77jyW7twZBC1YbhW8W53wrrb93xz4QW2lvNGH4YhH0bW6tcBX36fy8BCW2LR9yj7jBgDpVSKvlr850tvxW7LGbZM5wKZhDW3WsCbP2Ft8S1W6XnzB32qszybW2PwzST3LnhckW8QFGcp97jtSfW7Dv3w77Zd-b3N8wRxg9nCwVl33Ds1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7Cg-PCW1r2vzF7tSYXfW5WZX8X37hsB0W1p_zqk871QKzW2cCrCV6G2jLkW1Tz8453bfLmSW4PMf7V6wP62HW2Ngfl_4m33jzW2_zWZZ1JjC2hW7pJStG5vSp6XW8y4MCz42ZtFjN96m-9Kp4N09N341Drw_CN1nW2hWNtk3K4FCCW95zVqV10nn6RW5Gvr0D2y4k-MVq99_h6yHdrbW65J-Kw5K7660W8J25dF2lT897W62_F2L1v6zl8VjJSnh3tnx42W3p4jtS4BPR5yW81ClWK3w7rfG3p5J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgJHnN1fZSkQ8Tv_YVf_ZCz6XpyG4W2XSkq87zPW96W3HpMRS96pTT_W6swHQn1pdCvQW2QQS8W6STK5VW1295lf5hdHQlW6Ly72C3hH2Z6Vw89PF2-Fw2gMz8V_XmCtqNW4PLb8c2F72xlW4cmtC_43VtHQW3Pth4f3S3dygW6ZCDf91SdCPPW6fPZqn3PtDZpW3WSLbx81VXXnW1C2qKY73gVvvW8Wncdf5wL36vW1MYsN23PXFnwW1p1YVT4zdxBFN9gYrk7TVpMdW1q7mB65hymXf3c2Z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9nt5nKv5V3Zsc37CgG1fVThYmY7NzG1yW9493n652r-V5V3vp3t1NBKkMVTkT4R4nJmfNW8msyQ53wKF9XN8Y0zDKk25FdW6rKCh11-PDVYTZ49Y3J8HF7VfkCt64G--BrW5yYKd-2zqw3RW63B2jc2npjt7W89hvhW4f7x3YW7297zl3WKxDDW71HGRY3JxrZwW7Yb5Kx1f2VrYW13W_Pr3QFm2yW64T7673DV17rW1tvVmh8vWy5qW5sGKk02CjmtyW1B0kxV3LWHc9W3nQWZp7z9zRLW4nYTx46Blr6pW4h2HMZ4zM1vTW36rBzg5C1skcVVHq_v2YmnnDW8Xv_xR7d7F4sW12Tlty3QBWwJW2c-pp75QX_TjW3RcDV13RndGkW16_lkW7bt3V5W1LBZWj30Fk23W1r-m_261Dcmj38xP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgJhBW7hxMzX4s--mDVh7S1C719h5nN2fGrR852gPFW169jJr8lQ1tGW7mWTJ-53brgRW5fw0qN5Kbyc9W1GRM2V8w2MkXW4F5TbJ3B9LhqN5Y4bcF71GcTW2VP7GV2rRTPHW26gzgS3rhvG5W33CDp86GSqSkW4-pDP06fjz-6W6N1f1n6NwJSjW3kcfsx66zCRPW8Z3_Kv70W6FkW35BTVz5nr_-YW8xMsWs5LZBn3Vp06Q38C0NttW8pth706B5R0WW4XJYWn2dsZGCW5jbm121FHGdF3l3-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgWzHW5RBsxM1QJV3_W6DQwbW37rWq2W6mmn8w19JM1TW4R6js_4XrSNyW8Sc_vt6WSjZ9N5MPfRJKwRLHW5xP1Yh8Q6VCFW5FQ9YL4Rg8B-W8CXTtx61k6ZcW8hMFvw87mfb6W8D0fld6rcZ3JW5p0h7R2bBKHjN8vmjQ8Ks1JjW24C2wc3rg_fsW6x21sD8mJ1BbV76VPs3Tqn6WW997RNk1zS2r8W1pnTf65MYc0fW2_5Jt11KRxTPW47NdZ23bPc0ZW75VXtl6KMM62W5g0ZTN6YdYJF3l4M1
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surprised to see that Fed Chair Jerome Powell still believes that inflationary expectations 
are “well anchored.” He said so in his March 21 speech last week: 
  
“Our monetary policy framework, as embodied in our Statement on Longer-Run Goals and 
Monetary Policy Strategy, emphasizes that having longer-term inflation expectations 
anchored at our longer-run objective of 2 percent helps us achieve both our dual-mandate 
objectives. While we cannot measure longer-term expectations directly, we monitor a 
variety of survey- and market-based indicators. In the recent period, short-term inflation 
expectations have, of course, risen with inflation, but longer-run expectations remain well 
anchored in their historical ranges.” 
  
To prove his point, Powell’s Figure 7 showed medians of responses about average inflation 
during the next 5-10 years compiled by the University of Michigan Surveys of Consumers. 
They’ve been fluctuating between 2.0% and 3.5% since the early 1990s. They were at 3.0% 
in March of this year. But if inflation continues to be less transitory and more persistent than 
Powell and his colleagues have been expecting, at what point do rising short-term 
inflationary expectations unmoor those “well anchored” long-term expectations? Consider 
the following: 
  
(1) Just by coincidence, at the end of last week, the widely used proxy for the 10-year 
expected inflation rate jumped to a record high of 2.95% (Fig. 7). The proxy is simply the 
yield spread between the 10-year Treasury bond and the comparable TIPS (Fig. 8). 
  
(2) February’s survey of consumers’ inflation expectations, conducted by the Federal 
Reserve Bank of NY, showed that the year-ahead number was 6.0%, while the three-years-
ahead result was 3.8% (Fig. 9). Given that both were as low as 2.5% at the end of 2019, we 
aren’t convinced that describing long-term inflationary expectations as “well anchored” is 
justified. 
  
(3) The regional business surveys conducted by five of the Federal Reserve district banks 
are all out for March. The average of the prices-paid indexes was 84.1, remaining in its 
record-high range of the past 11 months (Fig. 10). The average prices-received index rose 
to a new record high of 60.2 in March. 
  
By the way, the average of the regional indexes for unfilled orders or delivery times rose to 
16.5 in March (Fig. 11). That’s still below the record high of 28.2 during May 2021, but it well 
exceeds previous cyclical peaks in this series. Our conclusion is that supply-chain 
disruptions remain challenging and inflationary. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pZ3q90pV1-WJV7CgBczW63_7xD5105pRW79dFxs2Zpn1PW1fvWcY8xdl5TW8Djgn74wPND6W2FQvRc1JsJYBW1mhbb1830hgdW87sX9n3qtwrfW5KC_TM4rFb1YW5f7cwq4m2k-xW2Bsr914jykvwW6w2Wxy4NxBQdVrSP8M2NMXZnVPLVw06H5nC3W4HKpTg4jXTkXW4TTK1B50T9mpMHhtv4snxvDW9b-Q9Z1rmK2GW6hBGc450WVXMVTNyQc2Ls22xDL44cf1vfzW7QgFPy8TJsjyW8dF9jJ2qPmd5W2cFwHz4_6C7WVTxPrF5jgJRTW1bKhqG5CsHyYMf2fl_HWQjT33Rq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pZ3q90pV1-WJV7CgNN1W7V6b_P7qWz3pW2j2Jr77mb9tpW1yKRR38mRhkVN8Hv46MCsG2bW6kCBl976lC__W5149ny81jPT_W8pDbZl1RwJH1VTyBkb1RpfzrW4QKfxb4DwcG1Vg21wY63Sv1WN7cj9kZBsYH5W899tWf9fM5xrVttKs523XFKTW89FyRp5ZFdR_W64Xrpf1Zs2gKN7b-Qm1R9nF3W45CZgY76Fd9ZW6FVMQq1GWGy4W8NNSzr8MWgrGW3qqxF83-75zJW3djtks2khv1mVcgXNc43qPFpW7Lfszh9k74ytW2Sn8YR15JGL4VhKZ3r1Z0836W3lmwQj66jWhy35-T1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgZ15W7T7hn73K0jz9W3JCVG78_5z_qW8R7qDk23j3JfVxhKjP3dHtKjN8GkcSjYKK7HW4KNZc68KsbW5W5FybKC7kWdXsVSfWGR7Z8yfVW6YHDkb27J91zW6xCFzX5F59J-W8lTF_46PnFxYW1Mv4Dn3b8nGMW9cfRN831BCkTN1Tlc3VmbLF5W1SrTf32_5JnXW5ZvlWd41NDwhVKQcFw5K4J9tW2q-9HV832cCwVcR0js3n_xS4W1WkJ4H8r55NsMgL92jvHsfnW694D3w37bmDn38Sq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgMvsW27vksH5rMbcCW8pJD4z5hR_PKW5nSRjv1qPws3W4BZpkB5hjwjrW6CKZJb2HtTQKW76xNnX6PV3HhW3XsM2n3NB3qJVYDpt31xyrjkN5XQC76l6qtjW3h4r268nxXrmW6mL0kH48Qmc6W3x3rz565zQnBW1f9tZL6QJV5nW2_88c31ryrhWW5JGblf4rWycVW1vVcy580tfKjW16V7qL7qvtGsW2HMsqj2DbNgzW9cXl1x7_XGMJW8TJJlt3f_Y0JW7ydsSb1yzLP5W38Gp_B3SZRQ134gl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgDSfW6jktVh98nkG_Vlfkjg3zjJwsW69_JSF7L97dkN7p3y5Lh0L88W1DlJxR5wWkzyW1_G_ZR4nzzygW4HXm3l3JnYY3W71glfZ78Pz7pW3jxcd_5m4p6YW48d_L-4yz4vsW7CY_vl4F9LHbW5Qkxtx5xvNZzW7KSffM73gjv0W7yCNYK7p50t1W7-TvQP5yLgr7W3x5ktD6nx4H7W8msyN-13dlYrW2fMVG88JsX0hW7p-rq_1740qtW2wyrbd8ljDYwW8bSkrY1HXb9fW87TGvx1Kd9sH36XY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgRrcW7FqVTr5B3Pr_W2SP8jZ3QmC8TN5GScTHlL_4hMS9hnGsNSzPW5RLN841QgsPdV8gl6N9j3SmQW6V7SS-7H5KdbW7ZfvwK2c0kbGVGymjj4V3F9RW18Vwr88wRGGgTr0p12RNyb1W1m_-RQ5H5JmHW3vRM7w5gv25lW1CJ8tV78q-q_W8b8bgg59bwkKW3wdZVD97BMqNW1q8MbQ22MklnW8rN--z9fjS8VW7vrwvy3tnzKTW39zPPk61k9xPW9cSrnj9hW5vjW21RvXl7y2Dgh32T51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgTX_W29hSVC1rSX-dW1vbS3M5WbMPFW6NzGqR8qLq0HW4B-BKf3Yd2DpW14qNKm8DPV2FW53pg819cJJ3vW6_F5702Y8NsgW7Xj8lB5ZLPCzVgWQ1r4MrtRbW4Z7R3w8Xk5HlW69lQX-2_-zn9W4G5jfW3mjVSQW5F6M1-6rkQ6SW9kJ7K143qCXLW1Wvdzl5NgcnFN47xZ_XTTkGnW4Pc8Rg9cVHvZW37rSqb50fFfmW5LPvm52-drVDW1GTgG498lNChW2xL2-v6HhmZ2W83rW7V43Rv-534_F1
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Finally, we should note that the average of the five business activity indexes edged up to 
14.9 in March, consistent with slower economic growth than last year (Fig. 12). It all adds up 
to a relatively stagflationary economic outlook, for now. 
  
Strategy: The Bond Delusion. The bond market is finally doing this year what we were 
expecting it to do last year. Bond investors were mostly delusional about the outlook for 
inflation last year. They drank the Fed’s Kool-Aid about the transitory nature of inflation. So 
the 10-year Treasury yield stayed below 2.00% even though the CPI inflation rate, on a y/y 
basis, rose from 2.6% last March to 7.9% in February (Fig. 13). Meanwhile, the copper/gold 
price ratio has been signaling that the yield should be around 2.50% since the spring of 
2021 (Fig. 14). 
  
The Fed perpetuated the delusion-based divergence between the bond yield and inflation 
by purchasing $120 billion per month in Treasury and mortgage-backed securities (Fig. 15). 
Commercial banks joined the buying binge because their deposits were growing faster than 
their loan demand as a result of the Fed’s ultra-easy monetary policies. 
  
The Fed’s rigging of the bond market also enticed individual and institutional investors into 
that market. Last year saw record annual inflows of $700 billion into bond mutual funds and 
ETFs (Fig. 16). 
  
Investors must have been lulled into believing that the Fed would be their BFF in the bond 
market. At the beginning of the year, they started to realize that Powell was pivoting again, 
but this time from being a dove to a hawk. The Minutes of the December 15-16 FOMC 
meeting, released on January 5, showed that the committee was likely to raise interest 
rates, to stop buying bonds, and to start running off the Fed’s balance sheet sooner than 
expected in 2022. 
  
On March 11, the bond yield rose to 2.00% on its way to 2.48% on Friday of last week. 
That’s still well below the inflation rate. However, some bond investors may be taking 
comfort from the recession signal coming from the near inversion of the yield spread 
between the 10-year Treasury bond and 2-year Treasury notes (Fig. 17). The more 
traditional yield spread between the 10-year and the federal funds rate (FFR) continues to 
widen, as does the spread between the 2-year and the FFR (Fig. 18). 
  
How high might the bond yield go in a stagflationary economy that manages to avoid falling 
into a recession? History shows that the yield-curve spread between the 10-year Treasury 
bond and the FFR has tended to peak around 300bps. It’s currently about 200bps (Fig. 19). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgZd7W9f6mB83rdCG5W51kWlr3kHf6DW8JJJpY5SrQGNW1Q0hmR63SrcqW6YGgpR4mXfFDVs_Bhs1x4rSNW4TxSBv2dZwgzVtdM8271TNXjW2-gvHR3Hb03dW2prrq86W_0fgW11qM4m4wG_3DW1pLf8x2KZjtkW8tj8kv2dp-TKW8ZP7HR1Byvj2W3YkYc52CRZsJW8NWKPT6SGxmKVtr5vD64t2qYW6RMBfj7T0l_xW8zz3R_2rZ4vHW3h9Xzp61LWh3W7QPLzR8PCxJrW2_Z12F4t7SVm37d61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgSjBVBKclC93cN9bW4qh_yK84bQlvW5jjbw_4Jqkp1VplNDt5fngQQW52MxZN1sgZf4W2jvf3j2tLbmXW8bthqL9cz1wqW4kbBT-8GMn92W32f5wd3MRF7VTjSfb567S20W6jHnJj4jDCjtW1CQrLH3gKCyBW4t4g2m65vdx2W6DnV1L7YQnq5W8RSN0M3MdZ_qM1q7Gzc8yCCM7BYj8RS5KjW5_Zp7B4Dzdr-W8tCct430XlbhW5YshPr59VNJpW78RV0T99w29tW6YCSgC13LVXj3glV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgJ0kW48Bx7B8Lv_7cW22r_dj1yHBhTVq22p92FbTKWW1993xB6sMvBSW96PKHl1dlpRpW7FZfc36rgwn5W4Dllrj3tZ4ZZW2yHBQK3qhKC-W5WBC_k3Zr30SW4x2Cm36Z7pnyW2XrtL_8xBLbMW56l0p_5MqV-QW8SN-KX1zxw_2W8CvHXn1kT7jJW8Cs1sG6KVKsdW6Z2htn1WfkjTW7WQ6F66Py9RPW30gT9d88wmbSW8bl29P6RlY0PN6XJgBvjkv6fN1c0_SH7tHfTVsdW4F6ttQmg23_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgSPMW6x_BF45cD_F7W1mhpKF8w14FnN3Q49-rJMHNvVXj_0J7fhsqpW8kHX_N3LzKfHW3jM9ZH7Dm07yW86CY2Q3T8X-9W3LjZqW4XK_qhW85dY604NNL-gW2sWHNM3j33hkW2Bjcx_3L8CzMW4r42Mm73JV-hW5cMBdM1w7-l9W2z5l1S2kd1phVbwnMQ8vMdY7W2c6BrV2HkH2jW6t-SmM9dWsymW8tfvpR8rD-C7W7-Xdlp5LfmHhW4lQJBZ2h9qWtW8rXzGf7RxR8kW4RwTWc4mVxJC37sZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgRSyW99TmPW5llL25N3NDRgdDHLcVW2FQwww2x8j15N17-77L5Kt5cW89kSlF81BMp9W7Ryf5837vqVDVMsV3H5lj2R9W2Gn8Wh2t8TCwW3hS2SQ1KDSrxW2YbJb75R1YnzW9bMJhj4KWtbzW3KJQhS7R0bwlW6tpf30413n5-W69TTVj1XQNc9W4WqHkl7lw5WcW6HsNlC2Vf00hVyCF_N1gBV-0W2ql8Gv1N4FCZW3lkYS38TSJ40V445vL6_y4sjW1M7nKT7RmWChV6t8mN19lVqt34xC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pZ3q90pV1-WJV7CgLlhW712RSP8g9FVhW5Bn9kL8vyLSqN1Mg_y_VVfV9W2VPHBV5PppxZW6TQQdC6zKczdW5W6rLS3bdvvlW2R0SPL3hSWS_W4vk33P358-f3W2QBz0B2vsVJxW6_8Hjc7gMr9pN8Fdgnxcd813W7Pn62G1CcfG9W19cchd4gNS-fW8b0qpN42_mg_N2T4WW7cBL-mW2ZFjS78SdvXsVtZ7t96YlnB3W8lSN_J2hVpzyW349L9v8ssRQNW48SLKb6c-PMMW5mr6H-4D56N2W1mBKbc6tbl-kW1w-Fz47FJhkHN7kTmtxB4HxpW5fFhzj7y6HcJN71c8hKYcYfT2981
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7Cg-z5W31_N8f1YLw0HW16dHXn8WGP_0W5mFgKz46m1N2W5ZkmMS7pRhBzW3HrgyN496zJkN7JKFh1sYlYRW5h6wB-6cR5txW8pDfvZ1mQtJ_W2W8Fn63h3gqKN7FMYllpHG6YW3bzQ095xSg82W5hfyzl4rYgvYW2np9kG1Wr0-gW3BnlsB4z1X5DW3rLQvS8w4Q0pW35YnW31DwgwhV5C2hR4zYxsHW9dRVYF4vcbNmW4M8Gtv6KjPBBN77pSKBy076FW4TXkZf1Tlvl4W5f20wZ3ZTzWZ315X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgQCCW5GCcft5k9MxMW3JQK4v7PtQcGW7wGllb7BgJkwW7ZsSZf8Xtkl8W5TyQDw2lBmngN7tMYxKylS1rW6L5ddn3Sl2KmW83Frbq97xbrmVwMFSr6w5tKfW6xtmK56gwcBlW4RHFcW6ypyhDW3Xd8Pv8fbtN9W84Lx592DwHgjW6YnkFw98RH_CW55fxj194wzVdW61j32P1pPBXdVQ82-m8BFPgVW6SjBJQ33-BscW1lmGjd3B4mFYW8_FvhL5SDDwxW6zxmVM35msZcN2RjXC3F7dkG32lw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgKlZVhSD9q2NNJ90N5DfMnWVx-95W6Hv8Mv6WCNSxW6Zphrj372L37W5Rb48D5GkBbDW2st1km2WzjzFVLtMhG4fsXY3W4q816p2b3sbQW8gMpvR4F-tzPN2yc4h8dSMT7VpDftB7y4NpBW10k8cB3PtXtsW8c28fV45PtP5W16Px3T6vcqFQW1P6QmW5NWT6cW2dlKK05vSM8TW2J7sYW6sK0V9W7vHLpP80H3s7W655F2416MssLVrhf2019pMhhW3DZkbS2XBkQmN2QjnCWQkjhj39NF1
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If the FFR rises to 1.00% by the end of this year and this spread widens to 300bps, the yield 
would rise to 4.00%. However, before it gets there, the spread could narrow as it typically 
does when the Fed is raising the FFR. Our bet is that we will see 3.00% on the yield by 
year-end; but if it gets there earlier, ask us again. 

 

Calendars 
  
US: Tues: Consumer Confidence 107.0; JOLTS Report; S&P/CS Composite 20-City Index 
1.3%m/m/18.3%y/y; API Weekly Crude Oil Inventories; Williams. Wed: ADP Employment 
438k; GDP 7.1%; GDP Price Index 7.2%; Headline & Core PCED 6.3%/4.5% (quarterly) 
y/y; MBA Mortgage Applications; Crude Oil Inventories. (Bloomberg estimates) 
  
Global: Tues: Germany Retail Sales 1.8%m/m/9.8%y/y; Germany Gfk Consumer Climate -
12.0; France Consumer Confidence 94; Spain Retail Sales; UK Nationwide HMI; Japan 
Retail Sales -0.3%. Wed: Eurozone Business & Consumer Survey 109.0; Germany CPI 
1.6%m/m/6.3%y/y; Germany Import Price Index 2.0%m/m/26.9%y/y; Italy Consumer & 
Business Confidence 110.5/111.5; Spain CPI 8.1% y/y; UK Current Account -15.6b; Japan 
Industrial Production 0.5%; Broadbent.(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 a 13th week after 
dropping for a week earlier due to index changes. MidCap’s was at a record high for a 16th 
straight week after dropping 0.1% below at the end of November. SmallCap’s rose for a 
second week to 0.3% below its record at the end of February. It had been steadily making 
new highs until mid-December, but since then it has done so in only 10 of the 14 weeks. In 
what has shaped up to be an extraordinary V-shaped recovery, LargeCap’s forward 
earnings has risen during 92 of the past 96 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 90 of the past 94 
weeks, and SmallCap’s posted 87 gains in the past 95 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 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgVLqW4FcnPm5mWB3mW1VlnR_6FsN6jW3lnyht3PYkF8W1BQnWf7zhdbRW1PfHLd5LZxkLW8SyXqy7pWnnVW7ZRMPz33LsnmW8Nm5Mm3d_Q4KW4lywZM8rMk2GW873NMY20y1WpN6b6y9X6ZsLCW1cQG8k3Xtx0MW6_WBMp3R8hvtN3CHkfd-BW9zV3yVKv8s9-DCW1qxgkW2mgy7FW5Cvfzr8YXDW2W1LtTk83kqVcfVhc-Qb57ZCpYV4vh8j78dN0_W70FcmQ8XfjhSW37-F213LdXgL39Gd1


 

7 
 

earnings has risen 64.8% from its lowest level since August 2017; MidCap’s is now up 
126.7% from its lowest level since May 2015; and SmallCap’s has soared 185.2% 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 remained steady at an 11-month low of 28.1% 
y/y; 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 dropped to an 11-month low of 39.9% y/y from 43.9%. 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 fell to an 11-month low of 46.9% y/y from 47.5% y/y. 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 2022 and 2023: LargeCap (9.2%, 9.8%), MidCap (9.6, 8.4), and SmallCap (10.1, 
13.0). 

S&P 500/400/600 Valuation (link): Valuations were mixed for these three indexes last 
week. LargeCap’s forward P/E rose 0.3pt w/w to 19.5 from 19.2. That’s up from a 23-month 
low of 18.2 in early March and down from a six-month high of 21.5 in early November. 
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 was steady 
w/w at 14.5, up from a 23-month low of 13.8 in early March. 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 8.4pts below its record high of 22.9 in June 2020. SmallCap’s edged down 
0.1pt w/w to 13.9 from 14.0, but remains above its 23-month low of 13.5 the week before 
that. That’s down from a 13-week high of 16.1 in early November and is now down 13.3pts 
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 26% 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 83rd week. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgJSCW1X-7J092TSFSW73z6y-91QYYVW5DGg4-1-PSBgVpVw_v4bSg05W1sFq0f4bnvtcW95g05-4V9FYhW16C8Mb38m_73W3573nm7n85c5W3wv_Ly3LVHBVW1cbphL4wtQ4cW4vjncF6JWzXwW8ncqsc7QHkQKVWy4hY26LR2qVfSY698HrsHYW6CPqJV7Ly3XZW547-bv1PdpmZW2P_yBk6ckLs2N19yTDwbFHpFW4kQXwQ8k80FlW3F1Yyt5PVNYQW7WXG-Q5hkX-zW7sq4S38mChqY3lvC1
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That’s the longest stretch at a discount since 1999-2002; SmallCap’s current 29% 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 39th straight week; SmallCap’s current 4% 
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 Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. It appears that six-
quarter streak of positive revisions throughout the quarter will end in Q1-2022. In the latest 
week, the Q1-2022 earnings-per-share forecast dropped 12 cents w/w to $51.62, and is 
down 1.1% from $52.22 at the start of the quarter. Analysts expect S&P 500 earnings 
growth to weaken substantially to 5.1% y/y on a frozen actual basis and 6.5% on a pro 
forma basis. That’s down from Q4-2021’s 26.9% y/y on a frozen actual basis and a 32.0% 
y/y gain 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. That compares to Q4-2021’s count of 
eight sectors with double-digit growth and one sector with 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 (228.9% in Q1-2022 versus 12,611.0% in Q4-2021), Industrials (37.0, 43.8), 
Materials (35.4, 64.2), Real Estate (15.7, 17.6), Health Care (10.2, 28.0), Information 
Technology (8.5, 24.6), Utilities (6.7, -1.3), S&P 500 (6.4, 32.1), Consumer Staples (1.2, 
7.7), Communication Services (-5.0, 16.6), Consumer Discretionary (-11.6, 54.1), and 
Financials (-20.6, 9.9). 

 

US Economic Indicators 
  
Regional M-PMIs (link): Five Fed districts (New York, Philadelphia, Richmond, Kansas 
City, and Dallas) now have reported on manufacturing activity for March and show 
manufacturing is growing at a sluggish rate. The composite index did show a slight 
acceleration for a second month, climbing from 11.3 in January to 14.9 by March—half the 
rate of last July. Growth in the Kansas City (37.0 from 29.0), Philadelphia (27.4 from 16.0), 
and Richmond (13.0 from 1.0) regions accelerated this month—the latter from near zero—
while growth in the Dallas (8.7 from 14.0) area slowed a bit. 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 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pG3q905V1-WJV7Cg-1fW5lNRp_11hdnBW57Tdpd44NbKdW98clJ27KhcttW164XVS6D2QXdW11WzVd5LRR7xW8w2JNh6F5NdMN6czYMFWv9GsN8Cbh3Ht82cqW99H6Wj4DcfzXW3FXQyx6z4l13W6gnbRy2VgPtVW8qTdZl5WHFKHW7N_VGR8F5CRZW4Fp4h86Nz1Q3N3FyFvk1Jdd1W7C4-Qc2318nMW1RrY8r9lhVdxW2LfXRJ4q2PyzW209fRc1kyPYrW7tT4Pc1GXzR4W46V7Jr94lcNtW5j0zb95LK3lZW4D7TMq57xf3mW5cNmyT1S5Tnm3brW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pG3q905V1-WJV7CgCBbW42yXkT3RJZ-8W6tWx1H8xpyZYW2zJyS72Nw7ZVW8Cmr-v8NVMlxV4YYzZ8SHXM8W6X45kr13wxLnW7s2TWX7FVYhfW1h8TFG2L63ryW1Mr3764Lqrt0VPkRVG1Nz7HKW2SnNZL4VhMzwW4zwzwz3SFzF9W7xLHQ26-33CBW7zNFXX3mLB83W1tS5Mz2G19xNW6Mlp7D89cKmYW99GC9t1D11yrW3MT_SP6fB0LQW35K6Pk3kz6zVW8YWCqD8jWg6RW56Wm9212CqbTW8RVBcX5J3DwtW87yByK1fFH53W4Vf_9r4sNV2v2RH1
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new orders (13.6 from 13.5) measure held steady this month, though the regions were a 
mixed bag: 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. 
Billings in the Richmond (33.0 from 32.0) region held steady at a robust rate, while growth in 
Dallas (10.5 from 23.1) orders were cut in half and New York’s (-11.2 from 1.4) contracted 
at the fastest pace since May 2020. March jobs’ (unchanged at 24.0) growth matched 
February’s robust pace, with factory hirings in the Philadelphia (38.9 from 32.3) region 
accelerating at a record rate, while Dallas’ (25.5 from 18.4) picked up and Richmond’s (23.0 
from 20.0) expanded at a steady, though strong, pace. Meanwhile, New York (14.5 from 
23.1) and Kansas City (18.0 from 26.0) factories hired at a slower rate than last month—
with New York’s at roughly half the pace of recent highs.  

Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for March from the Philadelphia, New York, Kansas City, Richmond, and 
Dallas regions, and it’s a mixed bag. (Note: The Philadelphia, New York, Kansas City, and 
Dallas measures are diffusion indexes, while Richmond’s measures are average annualized 
inflation rates—which we multiply by 10 for easier comparison to the other regional 
measures.) The prices-paid measure climbed to 84.1 this month after falling from a record-
high 89.2 in November to 81.2 by February. Two of the regions showed an acceleration in 
prices paid, while two showed a slowing, and Dallas’ (to 74.0 from 73.4) measure held 
steady—in record territory. Philadelphia’s prices-paid gauge accelerated from 69.3 in 
February to 81.0 this month—the highest since mid-1979—while Kansas City’s (81.0 from 
64.0) rebounded back toward last May’s record high of 88.0. Meanwhile, 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; 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. 
Looking at the prices-received measure, it accelerated to a new record high of 60.2 in 
March from 56.6 in February; its previous record high was 56.9 this past October. Prices-
received measures remained in record territory, with New York’s (56.1 from 54.1) gauge 
reaching a new record high this month, while measures in the Kansas City (51.0 from 47.0) 
and Dallas (47.8 from 44.6) regions weren’t far from their respective record highs of 57.0 
and 50.9 last August and October. In the meantime, Richmond’s prices-received (91.6 from 
87.7) gauge accelerated this month after slowing in February, though remains below 
January’s record high of 112.7, while Philadelphia’s 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.  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWYYny1Nx-L-W4LKn027GVWXKV9TLwZ4Hb-6WM_h9pm3q8_QV1-WJV7CgXVgW7PNf0w5RvT91W8C-1Bp4_GcQCW5c9wZf4pbvdpVS1pYX4rNR5wW1zM_5P9bDgR6W63PcZs4R-5YNN3QCh-4wRqqbW998Clv4pFwzfW54G89N9gqJ7HW1Zmj1n6SvGnjW3-gKBw3y8VSXW9l5Yrv39cjqZN4zdD1BKZNWKW14gSN_76P9TlW8BXzXP3yxX8hW7hc84b6jF9rVW6C47fs8XPYCjW4W747M7Dy0RbW3pXQKS7F887cW8zszrg3ppgBcW5B57pb5xQdKLW8w5CqP7bgdmQ3dxm1
mailto:requests@yardeni.com
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