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Strategy I: The Next Panic Attack. Joe and I wish to amend our outlook for the S&P 500. 
We’ve already done that a couple of times this year. We don’t usually change our outlook 
very often, but this year has been a wild ride so far, and it’s only March 30. Consider the 
following: 
  
(1) From 5200 to 4800 to 4000 to 5000. On January 31, we lowered our year-end target for 
the S&P 500 from 5200 to 4800. We anticipated that a more hawkish Fed and a possible 
invasion of Ukraine by Russia would make for a volatile market, “leaving the index 
essentially unchanged for the year.” Russia invaded Ukraine on February 24. On March 3, 
we wrote: “We now think that this could turn out to be one of the most dangerous years for 
stock investors of the current bull market. So we are lowering our year-end target to 4000. 
That would be a 16% decline for the year. Our target for next year is now 5000, a 25% 
rebound to a new record high.” 
  
(2) Making a bottom. With the benefit of hindsight, our advice may have helped to make a 
bottom as contrarians figured that if bulls were getting war jitters, it was time to buy. The 
S&P 500 fell to a closing low of 4170.70 on March 8 (Fig. 1 and Fig. 2). It closed at 4631.60 
on Tuesday, up 11.1% from the low. That’s an impressive rebound from the 13% correction 
that lasted 64 calendar days from the January 3 record high of 4796.56 to the March 8 low. 
  
We should have known that a bottom was imminent because we observed that a very 
reliable buy signal for contrarians had turned bright green. The very first sentence of the 
Thursday, March 3 Morning Briefing stated: “The Bull-Bear Ratio (BBR) compiled by 
Investors Intelligence gave a screaming buy signal yesterday morning.” A BBR reading of 

 
Check out the accompanying chart collection. 
  
Executive Summary: March 8 may have marked the stock market’s bottom for this year; it now 
seems rapidly to be approaching a new record high as investors turn to stocks as an inflation hedge. 
The fog of war had masked the outlook, but the long-term bull market, punctuated by panic attacks, 
remains intact. We peg the S&P 500’s upside potential at 5000-6000 next year. … Also: We examine 
how the S&P 500 has performed historically during ups and downs of both the business cycle and the 
monetary policy cycle. … And: Melissa examines the economic toll Putin’s war is taking on Europe 
and how European policymakers are responding. 
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgBvZW5tb0k45YGYqnW2NJQxj3vhk09W5F2HY_2Dg4LMN24w3ds5L4mYW8SmRw720z6ygW74SQ894ZTksnW1vb1sr2qf9ynW2t9qhh8F8v9hW8Sx0ys7fP3bQW5yqPfs4sf-nXW4XTMx148mZP2W18Y9fq2D9DrPW7mmTtj81cJX2V3kWMP244Y5GW4R5Wcz446TJ8W1Mch0r3bZqg-W6d93PH4pXwR7N46dzSqVZ_f6W25wQgn80JBkqW5l7L_J88N0n2VWnJ2g2mpZMhVS5q269hNL8334Ss1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgSXSW641fHL69vk-QMQss4nVGnWlW4dk7LF3Jl5fQN2_pv4JX0-QHW16VVvg6lG8ZrW98YZPB6J9MfcW844GKR7LWhykW8KNQ361lP_RQW2Vfm9r6bbB13W230w1c3jlD6NW8kMxM_18CwmdVVsPVp8lY38ZW3Ly40418F2-kN3qHsfPpd1zZW4zQ1R41FTzh_W8bwwcT2ML4DbW8fYqlZ1k2jWmW4c-c_j3vvDjdW4_1Zwv5GDV33W90ll0r7LpK6HW3bSRDx52h2b_VwF2vH1g79sJ31G91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgGGSW2cRhSk4B-07sW4zFDPZ93wnfXW8HfLvD5DwC3lW4vv9M588KpbLVCq96H9d3zmMW59dV007WLlwdW5p34sl3DH0tTW7NDJN23Yj7gBW7sDFp08r_6YyW9bwPW63Wcvk8W70WVZn90ykyYW5wMflq6w_Fy3W3DjkBd1GBjM4W7H7tM797-Q8MW8Ws08h1zTXYRW91681J7JbFQHW3rt6Qh7kvxJTW8cLSNK6sXwHBW6glSJn3HKNnKW1M0QtD56K0kYVcJtn01JQy6WW5ZNLmJ8r5fccW8NBKcy1575XcW5MSV5W1WhbPJ3n9r1
https://www.yardeni.com/pub/cc_20220330.pdf
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1.0 or less has had an excellent record of calling bottoms in the S&P 500 (Fig. 3). Here are 
the ratio’s readings during the first four weeks of March: 0.87, 0.90, 0.84, 1.00 (Fig. 4). 
  
(3) Rapidly approaching another record high. It didn’t take us long to hedge our outlook. On 
March 16, we wrote: “Joe and I see some more downside to the forward P/E of the S&P 500 
to 16.0, which implies 4000 on the S&P 500 given our upbeat outlook for earnings. We 
expect the S&P 500 to resume its climb to new highs either later this year or early next 
year.” Could this be the beginning of the climb to new highs already? It could be given that 
the S&P 500 closed yesterday just 3.4% below its record high on January 3! 
  
(4) Waiting for Panic Attack #75. In any event, we are now thinking about what might cause 
Panic Attack #75. The combination of Panic Attack #73 (attributable to January's taper 
tantrum) and Panic Attack #74 (Putin’s invasion in February) caused the 13.0% correction in 
the S&P 500 from January 3 through March 8. The S&P 500 is up 11.1% since the March 8 
low despite lots of bad news about Ukraine, a more hawkish Fed, a flat 10-2 yield curve, a 
new Covid strain, and stagflationary economic data. (See our Table of Panic Attacks Since 
2009.) 
  
The next panic attack is likely to be attributable to a tightening tantrum as higher-for-longer 
inflation forces the Fed to maintain its hawkish stance. That could weigh on the S&P 500’s 
forward P/E, while earnings continue to get a lift from higher inflation. Panic Attack #75 
could happen after the S&P 500 rises to new record highs or it could happen after the May 
3-4 meeting of the FOMC. The committee is widely expected to raise the federal funds rate 
by 50bps and signal more 50bps hikes ahead. In addition, the committee is likely to 
announce the details of how the Fed’s balance sheet will be reduced. 
  
We acknowledge that all this might already be discounted by the stock market—and so 
might not trigger Panic Attack #75. Possibly, it will be the release of the March CPI report on 
April 12 that triggers the next panic attack if it confirms that the Fed remains significantly 
behind the inflation curve. 
  
(5) Inflation-proof stock market. Alternatively, investors may be concluding that in a higher-
for-longer inflationary environment, stocks are a good inflation hedge. Bonds would make 
sense only if and when interest rates get up to levels that cause a recession, which is the 
one sure way of bringing inflation down (Fig. 5). In this scenario, investors might remain 
willing to pay a relatively high forward P/E despite high inflation and higher interest rates 
because the S&P 500 stock price index along with its revenues, earnings, and dividends all 
tend to outpace inflation (Fig. 6, Fig. 7, Fig. 8, and Fig. 9). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgB_TW8knkr81xW0DrVC326L1mR60wW5mdh-v5z9d9-W1Pcnbk1vB_sMW5rwWxK4kfdb8W2lNwr95HBYxLN2qpwsKzPkplW69T4GM8T-PgpW7G7Fbv3f5fLJW99xFgp3JPpLHN7nSVS6QDpWlW7zTXTq3TqQlCW4fBVPz5GtlQ3W14HtFp8CJkfqW2v4DFD33Pm7RW95Cb9y4TB5-wW8gNvzq6ZQpTbW5KtVCr8TwbGSW9hY1js8B-YpxW7kP1j87KKMlDN2xVWWFd9jvvVjG8fG8CMWQX3cBN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgKl7W7SyBt07Cj1bpM4q618YKbjrW5RttKl2s9zthW3G7K3m695n1fW4wj23s973WgdW505b0g7xMHZqN3w-qsZ86wtJW59Y1yC45QBVmW5xsssy1ztgJpW1_Bppg6YSP-1W8M70vz7mf1nRW51PcKg8GnybsW3wHLDq5RVjmlW41QMZN17jMfrW42hpDn5qZhscW5l1PPn7n2fKPW4f2-8N1XDSVVW8TLLCc5kT7krW8nxXn425GhTYW8_xtKs3hxH8gW6CtZL36YFyh5W9c3tkt4hMs8F3bpl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgM-hW18yXVL6RF2yNW6Xw3FV4QgkfZW471gn13J4CfqW8hVPBr8CXj6YW28b6qM3M21dsW5_Sjfd78NGnNW8NrRFs3VbzXWW6s31fW29W2KFW5Z1Bl-1XMCJpW3KT6SB6H3TvjW6mtZjF7CwQN6W6Hc2KK8w4WJmW1MYxrw2G6kzwW8Nbf1K7DqfN5W1gRcq95bZJc0W4KW9k245Y3vLW8mR3Xx3xhvgTW1hxss_78FWVvW6QVF2376QTztW8ThkTW8F-xNvW42LYXm9l-c5RW6kTYF926TJQmW3fvkjh4ZN1-VW22lvbP1M5HM63dBp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgM-hW18yXVL6RF2yNW6Xw3FV4QgkfZW471gn13J4CfqW8hVPBr8CXj6YW28b6qM3M21dsW5_Sjfd78NGnNW8NrRFs3VbzXWW6s31fW29W2KFW5Z1Bl-1XMCJpW3KT6SB6H3TvjW6mtZjF7CwQN6W6Hc2KK8w4WJmW1MYxrw2G6kzwW8Nbf1K7DqfN5W1gRcq95bZJc0W4KW9k245Y3vLW8mR3Xx3xhvgTW1hxss_78FWVvW6QVF2376QTztW8ThkTW8F-xNvW42LYXm9l-c5RW6kTYF926TJQmW3fvkjh4ZN1-VW22lvbP1M5HM63dBp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgzStW6wsJjw72CrBNW8ZBpbT11q2slW8ypDVm8mg655W8X3jXY4KWjGgN2lRjJgyM_gvW2ZdK0y5b_r_XW5X_k6g2k1vT3W8C6WVM2RLGN3W90XpGr6v4bdXW78vMZB1bg5ZrMq7ktFKpCKfW6vjrGx72bF3pW4hDTJr6jRQYlW8DMwQx3YwSyWW6N2B441FcjSCW8vtVKB569LCxV9QhMQ5gw7phW4Fxtw27Z3xNvW73wwDq7WCkGRW8jPssK5gcZ8bW8j03BL9d9f3XVlM1Jz6QV7Fc3gwK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgKG8W5n9BNb7z14rLW3NC1125LknWmMm8LmnRRZPTN2VCmr6cBg0nW3QRq8x5gRycPW7SJGXj502QqTW2rktW_7WYzQPW3JzYwl6WP0sZW19-M7f2bBbWmVCYs1m3bDmCxW5cjMH95C7FmgW3PMHxP2DMXhvW4VYqgx26sssCN1ZyPmB4QlwtW2FF7hy5S7K3gW1FVxNN6kGWc7N6hzl4kw0mwpW3_PYPc82KdqKW1pnTJh8YYXMxW82Vvl27JLC4zW1yg3dR7KkJTWW7cKHYC5Fq8bL33Vn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgSSkW5sd3nf8MGmwwW2tX2Cs90H_bPV7507G7DXYvdW2GlQxs7p2zq6W428PBx681rY7W8-4XQY7h4YbrW8XmYbS311rs8W6WRXTm8vqKBRW4xnsPv8PMrKFW4PZmQM1cyFx8VDN1787s36F0VcV1LK24b20kW8rvGt13hTkyDW7TYzLC6Dyj4rW4pX_dj3dH-PrW4S7KZD5jLQN8W52D-9F2sD6p0W3lJFcZ2_219bW5YlC6p5mCmXtW5wQbfq6GpY9BN7d-pPrgkkm0W9lK1_R220Gsy3h8n1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgXhCW1JjM5M5QMmL3W2b4gRT83gqc0N185rbmC7Qh_N6ltcvYKgmJrW1-7FPt465Hp0W1_WbP156WsR8W70QsTf4D6Lc_N84tDYH2ZjzmW2yBvgH15f9D1W7L8jB25btLBnVCjlwh6sm9VFW5Xn6tg5QdjWYV5K4Kt4GBpBPW70ryDB3q-CllW411s9P5h65tJW29cVp32z20WyW7VLZjP8rXjG0VWL5Pg3BYXkZW71Ml3B1dzry2W24bGvB4rKBQWW5yXvBm4KBdsDN7KD59WjYBBH33s-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgTPNW6yw30W2LmZ3BW6cfCYh1Wd6_SW3g22Ff2cpVHwW7B107Z8Xxny-V8kw0S4_YTMVW4TxnGl8Tc0L3W4wR36b1K5HgPVrznWS4rzdnrW8t5wy-6GTmVtVttPsr1T03MZW2ygWcm5t2vn7W1K87vp91C5tgN5MRdzBpHKvXW5f8BPj2dkNKSMzMrPVpXCKwW8vTWls4-bfrHW7N-zps74g8T6W7FZxKC6c2NL7W71kY-l14gm2NVNrtWn990YjkW8XL4fm3mJ_jLW73lQJp3RTXVD3glB1
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(6) Ending the suspense. Our conclusion is that it’s still a bull market. We still expect a new 
high in the S&P 500, but it is likely to come much sooner than we expected at the beginning 
of this month when we got caught up in the fog of war. For now, given the market’s volatility, 
we are going to provide you with upside and downside targets for the S&P 500. For this 
year, the downside might have occurred on March 8 around 4200, while the upside might 
be at 5000 (Fig. 10). For next year, our range is 5000-6000. 
  
(7) Made in Japan. While we are all focusing on the Fed’s more hawkish monetary policy 
stance, the Bank of Japan (BOJ) announced on Monday unlimited bond-buying from 
Tuesday to Thursday to keep the 10-year Japanese government bond (JGB) yield from 
rising above an implicit 0.25% cap that the BOJ sets around its 0.00% target. The BOJ's 
aggressive efforts to cap yields has pushed the yen to six-year lows against the dollar. 
These actions might explain why the 10-year US Treasury yield declined yesterday from a 
peak of 2.53% at 7:49 a.m. to around 2.40% in mid-afternoon trading. That in turn helped to 
boost stock prices. 
  
Strategy II: The S&P 500 & Fed Tightening Cycles. Now let’s see how the S&P 500 and 
its P/E have performed since 1960 during the ups and downs of both the business cycle 
and particularly the monetary policy cycle, as reflected by the ups and downs of the federal 
funds rate (Fig. 11 and Fig. 12). Here are a few conclusions: 
  
(1) Perma-bulls tend to be right more often than wrong because bull markets last longer 
than bear markets and because bear markets tend to be followed by bull markets that bring 
new record highs. Perma-bears are right once in a while, during recessions, which don't last 
as long as economic expansions. 
  
(2) Bear markets tend to occur near the end of tightening policy cycles and start just before 
recessions. Bear markets don't usually begin when the Fed is just starting a tightening 
monetary policy cycle, as it is now. 
  
(3) Nevertheless, the forward P/E of the S&P 500 usually falls during tightening periods. It 
tends to rise during easing periods. Where are we now? The Fed just started to tighten 
during March. The S&P 500’s forward P/E already has dropped sharply so far this year but 
might have more downside potential because the Fed needs to continue tightening since 
inflation is high. However, higher inflation is already boosting S&P 500 revenues and might 
do the same for earnings if companies can maintain their high profit margins. 
  
(4) Forecasting the next bear market is easy. All we have to do is forecast the next 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgF1-N4KkYynXxZx4W2-jkgF7sC3g6N6H5-sFb2vqhW5wZ-QM4VgKRKN8yfQw5Wk_FtN6s1Rkw9fg-tW6YKyKt88nyWZN4-yCHT2MQmkW5c91yr1KzSNMW39kL5662KwN5W2bzffS2Z7p0mW2RxkMg4sxQZ8W3Yr7Lr3stxWLV70cDT6rszPdVd_Z1w4wRGWLVDmKB41dZK2RW8Mzyj88x6SYLW62P2rw6j2TxZW4DVBM_44zHCQW1-3skt2mBH2hW9gqHnS6MyT5rN8LXj4sB71qk34rK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgLyKN4x8kBw4L6q7W5kDTwP1NQzHKW3qQ3gR8-9g61V9kB5B6wPz_-N4-wjf_PFPknW1tYz4k3GpDVVW4J5PdS8WB3R8W7qpvVb66hkxnW5Yn0nC8Z6fPQW2wm4Np4n8xDYV_328h1HhB0xW8VyY-v10nCTbN3MP8b-NkRsGW4zlfLS22vLgsW3Kx2Z75nYdQJW3ZH9lK3lFYn3W5cvZjh6MCRHkW8f9mcw1Hq5T6W5y-z9718j7-pW4sC5Gg35j4ZsW8rSYj2761MsYW95H28s2sX-DV39Xt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgWXQN2SlXXB_KGrcW7KVkSK4BPkfQVDZScf1fVlrSVxBRvp7KZSgZW1Hq_2696HYkLW5ljdks1btQcMW2j5_Lx8xWBxxW5HXLM42_mnf2W2n6fqn1hrRMXW4mBCKs1kNlYPW3Hl5bq4cW6bjW2cDhlm3tF9mmW4GbXQS6_nZ38W88ChBG3YNg29W8S7hQF32zxBhW6nfTQZ8XD2jfW4FKW1576D7bsW64pN-y5cJXBNW60Q7S682r9PJW6dwx146sGhxcW307RWb43kPMkW2ssf4158zWSB3h-v1
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recession—which is the hard part. It partly depends on picking which yield-curve spread is 
sending the right signals. As we explained in Monday’s Morning Briefing, we aren’t buying 
the 10-year versus 2-year yield spread, which dropped almost to zero yesterday. 
  
(5) The S&P 500 may soon make a new record high this year. Nevertheless, we expect 
more volatility as higher-for-longer inflation keeps the Fed on a tightening track, which 
should continue to weigh on the P/E. On the upside, investors might continue to rotate out 
of bonds and into stocks as a better hedge against inflation. 
  
Europe I: Collateral Damage. Russia’s war in Ukraine is taking a toll on the economies of 
neighboring European countries as well: Input price pressures, already heightened by the 
pandemic, are spilling over into consumer prices and straining consumer confidence. 
Europe’s attempts to reduce its reliance on Russian energy put the region at risk of further 
economic stress. 
  
All that comes just as the last of the Covid restrictions finally are being lifted in many 
European countries. Any reprieve from the Covid scourge, however, may be temporary as 
new virus strains proliferate and the war goes on. All the while, the European Central Bank 
(ECB) is attempting to stave off unruly rises in inflation caused by pandemic-era supply-
chain backups further strained by the war. 
  
Nevertheless, European stocks have taken such a beating that now may be the time to 
overweight them. The war will come to an end at some point, global supply chains 
eventually will find a way to work around the shortages, and the world is learning to live with 
the virus. Even the ECB expects economic conditions to normalize by 2024, with the caveat 
that the war’s outcome and ultimate damages are highly uncertain. 
  
European economic indicators don’t yet capture the gloom suggested by the current 
situation and are likely to darken before improving. But here’s a look at the latest batch: 
  
(1) Growth constrained. Eurozone real GDP picked up during Q4-2021 to 4.6% y/y from 
4.0% in Q3-2021 despite tightening supply bottlenecks, pandemic restrictions, and higher 
energy prices (Fig. 13). In March, the ECB lowered its projection for real GDP to 3.7% from 
the 4.2% expected in December to reflect the war’s added strain on energy prices, 
confidence, and trade. The substitution of Russian gas with other energy sources and 
sustained geopolitical tensions could decrease GDP growth by 1.2-1.4ppts relative to the 
baseline, the bank said. “Still, the economy should keep growing as it continues to reopen.” 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgHslW5qq9m45mWDlSW5CrX6S2QnZ2cW1Zl3tQ7Qhf_rW4kwfF_91KRzzVm0FS_3bxb1yW59q6dT8VGC5WW6N4KQb6NWK_XW7fCFwl4J55GKW8nFWRd82z9JjW6LC1Rm4rgR-VW2pMSBg49pD3fW13L5lB2FSWq4W1RvGnc59JW2XW97dcyD86Nn97VNjW137-G4Y3N8dnbjJs45jbW7KjkTl2Wvh9JW9bPQVL8BM0NpW8-dZms524qD3W94YfsR5QnNN6W6-_3mS80BW4mW3YLL1B6HtzWrW73lgTf4Dg11pW4t_Wlr5-CV1J3pT01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrzf3q90JV1-WJV7CgTRrW6VyZLz79kgCnW8LqN2f7gL1CcW81Rjz_5TbxWxW8h3ZsR15GhgKN6jx4Bz2xT2TVM5k8B27hYdHW6HMZMD860X77Mq4ldc6l2BgW90slbt4b6X31W7Pg5Nz87myClW8tGfG06MZ4wfW1l0Cst8K41zHW9jCB6F7Mz0M8W7YlW5d2zM213W5mCTP62Q6mG9W3hzR6m1mbhPSW4QLp4S45bmH6W39zgVZ7bHTl-W8LMYMk3hxdfFN2TGJm1ZxjKsW9dt7fr2PZ__jW42FKJ84jdv2bW79DWT44qLB9fW8B8b0H3tCbnLW6v6qnH3JpqfbW3tqDJc2KR0PFW3Ng18S1hjwVRW4JFLc766kxXy3pzs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgLxvW2XTSxC8J_VS9W59DRd34zKGJGV22xz31zQ-p6W2cTgyB35KxTFW87nr4T8QBY0NW7N51Y-8RfxWNV3vlFL69Wr0mW4ffMWM8M53M4VPbmS06prZYkW66FCtf1M41_9W7lkf8w5mmmNgW3GtwLz5yfXMyN3-gkyS4vfSgVdbQ5q5zjB3bW1TS6T57Q5JdxW4zwjDn4Htv_wW2Y56621yLvFzW5xZzCh2BY72hN1xyFS7Q4L4fW3gJnMp8kHpjKN1kTGWLc1zMLW2qp_sp5R6Fj_3jtY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgN_SW4fXSZ46QcwFyV1VZPz2Y2zH1W1F--wL6lTbsGW1zd5gw6l3FmFW8xkC9C3TVZqrW4jbL0R39kHJ6W7nYSZg5ZqqlTW1ZzsKN2MRwg6W2tCX3-4vX8B2W2m3Mxv2bl962W4DWM938yh3QTW8zGDXp2RJCjFW2GmF9K4FSQXQW1XCnjw8BGDWPW4wWQPP8L_qyfW8Md8pS5LzwBGW4SJp-y5y5xgMW7dZrHQ4FyB0DW8lr9XW2T2T1MW3drP0H5kJNjPW7c5gtV4npHkVW54NRKq7rpW5FW5J5gXR3yS7fyW2sFfLq77J98H3dsc1
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(2) Inflation out of range. Exceptional energy price shocks from the conflict in Ukraine imply 
that “headline inflation in the baseline is projected to remain at very high levels in the 
coming months,” predicts the ECB. Stronger demand for “contact-intensive services, 
indirect effects from higher energy prices and upward impacts from ongoing supply 
bottlenecks” are expected to keep upward pressure on the ECB’s core measure of inflation 
(excluding food and energy) as well. Nevertheless, energy prices and other baseline prices 
are expected to ease in the coming years as these presumably temporary price pressures 
abate. 
  
The Eurozone CPI rose 5.9% y/y during February, a record high since the start of the data 
series in the late 1990s (Fig. 14). The energy price component soared by 32.0%, more than 
double the previous record rate during July 2008 (Fig. 15). Excluding energy, food, alcohol, 
and tobacco, the CPI also advanced at a record pace (Fig. 16). 
  
(3) Input prices. S&P Global’s flash Eurozone composite purchasing managers index (PMI) 
of manufacturing and service activity fell to 54.5 in March from 55.5 in February but 
remained above the 50.0 level indicating expansion, as the positives of economic reopening 
offset the negative impacts of war (Fig. 17). 
  
The Eurozone PMI input cost index reached an unprecedented 81.6 in March, up from 74.8 
in February and a previous record high of 76.0 during November 2021. Manufacturing 
output slowed to its lowest rate since last October. Automakers were especially hard hit as 
output declined. Business optimism broadly weakened as firms braced for weaker economic 
growth. 
  
(4) Economic sentiment. Eurozone consumer sentiment, released by the European 
Commission, for February came in as nearly as weak as during the height of the pandemic 
(Fig. 18). Nevertheless, the component makes up just 20% of the overall economic 
sentiment indicator, which ticked up in February and remained strongly above its long-term 
average. We would not be surprised to see a drop in the other components weighing down 
the indicator through March; that data will be released this morning. 
  
(5) Stock prices & valuation. Europe’s MSCI Index (in local currency) fell 16.2% from its 
record high on January 5 through its latest low on March 8. It rebounded 8.3% through 
Monday’s close to 9.2% below its record high (Fig. 19). However, the index is trading at a 
forward P/E multiple near 13, down from over 17 in mid-2020, when pandemic lockdowns 
began to lift. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgFMSF8L_KwWz2JgW6VnFTd37W1N-W8BZ4W-1QBKmXW7NlHN965CvwxW5nzJGh7sXrb7W1f1b8K1cqR3MW1S1kDw3QXL2YW95fd1x1Dy4jwW4T92xf8vkLkJW6wQhf84WspGsVpZxpC5SrG6LW8TJqpw84MMZ_W3Tdrfl7rtZltW9lTPxX7zDznzN5JfL5JzV5-ZW5B0_tx8_K8wZW7xCtyX4LPp-9W4bxxqT5sDr0XW4YtMFh8Lncj9W15v76b5vfJVRW2T5cVh9cmKyrW1-jdnF46kBgp37Nh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgKt4W4yh2dt3qrmDpW5RHnpg5lLBTFW1fpLtN32B7GdVX_CQP4tgRmwN2_BvpYtpWplW7BR4bY6m_qv7W2kBcQl655G0bW7qTqjl1dL0WzW36NcF25DPjMQW15xsnd7G_27dW58V6p48nN43MVjKs9x8BDdD5V_YHjm8GHnLqW8tHxTb3rm-pSN5LyYv0dQchFW8c_LHj1YZ1z1W3nt17X4mL25DW6v8F2Q48xnPGW4Jd63l8YxMzfVRLQSf8scTRkVnGMCR7f5gBQW4TyVlV2k2J7C34xN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgV6bW1xBBWN7Fl6DqW4HCZgM5DxYKRW5703dc4XdLDmW6fgNX04yTlztW8Q0wW1747TqwW5kxJb15x_Y-NMTgGsFD808VW1DRz_h4yY08xW4XHWyN80MChhN3b72NSK5BXKW5PJM2x4kTzhFN6n46LWK3jdDW2jqTJ36lTHJRMxjjtDB3grjW8yRM3n7g5H7fVQwqQv7NpN-1W6qDtpr6PmBkzW8G_pbt2hWXMWW30hMP_11qBd3M47HqQgJrKHW8lDf0Y2LcNSKW551hmn5SfNrW2ds1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrzf3q90JV1-WJV7CgJBLMFCzhd8TdC-MG_tH1Lb7tkW8RW5hT5xY9_pW9htW1J5QqWxkW7ZS_Zk6jr-bCW4KpTLR2lGtfjW8Dnmr_95MzKzW6fVS1-7CMcpNW6WGwHR479fmrW1XJg7R16h0-KW5SBx5y3_8FHwN560FJ7D-m9PVpZ51n8sTlRPW7N7tZs3z2ZKYVnDH47127Jt2W2CF3MS3X4PGkVZgQ083glnVGW76Knk_3zdZRyW4l97kT19qfDxW57y76_22gjdcW3-4dNG6-yNY6W8jPhcg3th0QSMym-RkwjZdcN6SZrHXxP2-TF1DDG29qhRlW1Cg6_x95Zw-2W8Fw32070dzMQW6T0XWj91YY3M3nyT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgQZ_W53Zvs24jh2rjW2_XyxW47WFPhW3J0vXY5GrfxsN5KrK3rgZ4JhVttXMB7kFN25W472p7_2_vFhpW5JjjPK6Tqq4LW7_7_bV2M7XB1W25pyRz976YgvW7Nxkwm19YwfLW8ptnFV2zq40NW2Q8vvn1RxbpqW7LsFTZ6gFV_sW3fbYNB34wN5HW957dvz3dy_KjW4xW5Hw6d2grMN59XGPXr0Wn7W2FkZvb7bH2ytW5Y01fw2W1TzHW2L7cK5896czNN2ZbcVR41tt8W23qjLG6xkVXR32311
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgL1XW591T2s5rhCvCN5bVWX4QDsH3N7rV26-klBVBW5xpRjV5z32ypVzB3vT3bLWYtW3JpCtr9jpqnlN2ggT6TrYg_0N5wnXkwWndq7W5zzdkm5TSWTPVrNc0N3fjzkpW7pB3fg8S1FTvW5m3Hh74r49YCVyHkTj8_-MZBW5Smhcl1mXmyVN2qvzd5L86KKN1pTPMjNxqgcW3cVdWg8mwVtgW21G4zY6NsgxzVd0dT68jqdJ2W6sYq688DgLwXN5CqWsSBV7bXW7MmBkR7CLj8g33T21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbry39kQw3V7Wycr7CgF9vW7pcnC27nhdQrW3LRNbD7VQwbJW2qzpwM8bbSPhW7__jhz4pSTsYW8q3sVJ8kg1ZCW51dFY28bzF3DW83M9t53yhGH5VzfY8h2LSMPQW2PF0cJ4mwD-8V_d8w21JffH_W3yhC_h5k38MkW8fNWFR9gwWczN6ZGygQtspfYW6ShvPd3wQ-HWV7rS9M6gX9w1W4J0SWk5Q2qX3W7P_Zkv1fkjCHW4nBhJ05RJWHyW1HgShW1Ss5wQW3DRkn_7KDDdqW4cBcF662PnQFVMBZ0G2DrRcHW8cwcpc7cYx3kW7tHPSF51hMCJW3dxy8G60zsfTW1phKz17TM6BgW97hVc32-tN1CW6GNlZJ8lrf-ZW3ffmxs21T79RN55CVvdCbjnvW1YwGHP7cx2MJW3thrCl3tn7Y-W679x3_2JwlCTW1fksd27LKXxDW2Qnk_t4nKhgxVN77J77J5GnMW3-1zpM88cWLBW4CBSl66QGp6dW25rc601D3NQfN88rLPKPk_kXW6rcY7G66BxxnW86q3rm2pS16jW1bsQk44-f1Q0W77gJ8f80xd5gW843DpH4PBBr0N3s1DRPGtZ4SW8d87vm3bQqDfW2KfxNH7gdY5fW1rqKkC6vJ_l4VKWZrs4MWDs6W7nV3P_3j8QHvW1jbw7T2zhwLdN7mb5ZfzLBfsN1MhGB5trmrQW4JYHB98V2WHHW5Ry-5F91BPtcW50S3y_1sGxVwW1CBwQC6z5PGMW3rfg4v5Q8ygCW3CkGMT6fBkbSW4t_fcp30rjbwW30wylw4xxrFKW3f-1cH99Df-NVtNWH-2XCN-lW8dZZF136RFX4W9k68JZ30TZ1bW2gthsl8zg80wW7KZ6W81vDDRS39W_1
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Europe II: Policy Conundrum. Europe’s monetary and fiscal policymakers are caught 
between a rock and a hard place. They can’t do much to support the war-strained economy 
because doing so would risk sending inflation spiraling further upward. Here’s more: 
  
(1) The ECB announced on March 10 a faster-than-expected tapering of its Pandemic 
Emergency Purchase Program. Bond purchases will end by Q3 as long as inflation 
continues to show no signs of cooling, with monthly net purchases slowing to €40 billion 
($44.5 billion) in April, €30 billion in May, and €20 billion in June. ECB assets have grown 
from €4.7 trillion at the start of the program to €8.7 trillion through March 25 (Fig. 20). 
  
The announcement included the ECB’s decision to keep interest rates unchanged at 0.00% 
for the refinancing rate, 0.25% for the marginal lending facility, and -0.50% for the deposit 
facility. The bank said that interest rates could be raised “some time” after bond purchases 
are reduced. 
  
In a March 26 interview, ECB President Christine Lagarde said: “The war is expected to 
have a considerable impact on the global economy, and especially on the European 
economy. It is likely to lower euro area growth and push up inflation in the short term. More 
than ever, we need optionality in our monetary policy.” She added: “Economic dependence 
on hostile actors is indeed a vulnerability.” 
  
(2) The bank may need to adjust monetary policy even while an inflationary fiscal stimulus 
program, namely the NextGenerationEU fund, is rolling out. Individual country “recovery and 
resilience” plans are in the process of being endorsed by the European Commission (EC), 
and funds are to be raised through and distributed from the €750 billion pot through 2027. 
On March 22, the EC said in a press release that some €74 billion in Recovery and 
Resilience Facility payments had been distributed to a number of member states so far. 

 

Calendars 
  
US: 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. 
Thurs: Personal Income & Spending 0.5%/0/5%; Core PCED 0.5%m/m/5.5%y/y; Initial & 
Continuous Jobless Claims 197k/1.35m; Chicago PMI 57.0; Natural Gas Storage; OPEC 
Meeting; Williams. (Bloomberg estimates) 
  

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrzf3q90JV1-WJV7CgCZrW4njmk8128s7GVZ1ZyX5GyL0PW2k5J2P6ClwtzVqKrbF9fwclZW4qJ5ts25mTJWW1l70n_6mlt7dW5BQJyv4G9j3YW7l3K_V8xkm2NN7Rhf2y5rjKQW3Z5L1n2L72KCN4WSKzn3YVLSW2HNg-V5JVs5jW4HGl9N28zZrtW2pv3p84dYRPnW1xhMzn7y6Py-W7PzS8Y8xlxRVN6qqCtrY6Tb8W5XwnwS4-sGHrW5rhs0Z7tjFMGW2lx7Ss7GV3FFN34Y46VYN9MvW9fGps87s42N9W7Th-QQ1BXqSWW20tdZF4CfsJ4W36mY531DHTqyW6-qjbG58jrJ8W2sT37T3tKwbGW2KLPQc4YvG6X399p1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgTBBW3mFlt-6V3rh4W6933X_38MfGYN3sB8lY8FV2rW30Dj746phWXkW3Fbxd784KdkQV5hrl07RFwLJVvrjT-2r7KmMVB7H9k29wsJbN4pTx1TlVCN0W7llJsv217cRYW4lYN_J4DtR1nW11thbC47R4FZN9bRwKm3cWTpVwc8Vv8zHKQtW4fzmtq5s3kY1N1XZQ_Z5GbFRW6lJhRF88BqNXW6bqqBh5y54XTW1BV3m53gJpMcW6G04G-4n_R1DW8bwn2Y3Hr0nwW5fwHyG6wN-HV32s71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrzf3q90JV1-WJV7CgHhvW3qbwdM1dZR-3W3LFH3b8f5gW6W5--lb-4Y7yycN8SBYWs1K4n7W4rxXH79b4HbLN8pFsGwVmhw-W4bDJyj8GH5VQW7sNSxC11S_22TQ0226qlJgqW306PhF4Hp0YtW3dYF_g318D6cW2lJDrr2SlpxgW5_Zm902RggGlW4NL9Tz57YjWpN73Zr1mHjrZmW6bQ_n61mS_v9W3crt0T4Fp2j-W4TZQ_L8N4Bx2W2tyYgT771vnpW9gpnw56gLrvzW8K-v6j8GgMWGW8CrJv38LFZBRW2bx1Dw31HYPkW8VrBcY5v0XsHN6G2M46G2TVKW3hPj5H41NzDnW1SnJKk1Qbq2rW5vJcrW1Hcgx83mPY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym5nKv_V3Zsc37CgVDkW1vxDWN5PBx8nW73GS5j1N1C_HN4nnRZV6nLbfW4pR3tQ2fj3LcN7Q3VkqPJblBW3-CXpm1p99qMW7TtDXn309CsSW3Q7q3m3q8VjJN4gkcf9Sqd_6W5P51Vj58Lc2LW5rh-lF5ZkrmsW2B5S_Q5rl39MW76DPgL1Y9-tVW62ckl9387GG4W8_s1666Q99bCW6QpYjP3M8_T2W53ddzB3ll0TjW6cswTH3qfW0WV9hwGh1zcTHnW5NfmTG2TnjzbW8mbXkS8fMdXhW99YCyl5NGZ2JN4DSbfc-T5gKW5tl4Vl6Z5s6-W4m8NzX4yJrRSN6dBn56TxV9NW6P_lB88K_FKqW3Gr9kF4RkpdRW4CY2zn1q92T9W5KzyBG7t-fvdW67M__l4zbStJW49TF4t5v5DlNW3h_k6B8FQ7M-W4gCdkv2tH7QDW4nHhVC15xsLpN8RrkT4WTnmsW7ydXP47bqQpbW8DtwSB7XbCrg38F71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryZ3q90pV1-WJV7CgQ_QVcmFN96-nRQ-N42hpJQCtN6-W5dKjhH11f5MXVJ04441KzHq8W8mtJ1R1MDxLHN7vW0PZ68cQpW7V3BJK2Hm2qdW3Y43ZV139rMMW8TNZB34j4kdMW7PfgYw8wZ5T9W4xRz5Q1hxJ8CVpRyhG1cY0qTVsL7Nz3hyBcxN1zZxXC69YqwW8FWgWR3xyPGhVpHWC12CrVn6W8vxY6966zgPWW2FxmQJ5dwSkLW5Dcfq57XsN5JW4ggzXj57r5bpN4q3ln3WncqDN99dHWx2sq9HW44PJGT8K5Bg2VMv0k51kVl-hW2JBnzR31L0DXW33dgTC44q0cn3b4y1
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Global: 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. Thurs: Eurozone Unemployment Rate 6.7%; 
Germany Retail Sales 0.5%m/m/6.1%y/y; Germany Unemployment Change & 
Unemployment Rate -20k/5.0%; France CPI; UK GDP 1.0%q/q/6.5%y/y; Italy CPI 
0.9%m/m/6.4%y/y; Italy Unemployment Rate 8.7%; UK Nationwide HPI 0.8%m/m/13.5%y/y; 
Japan Tankan Index Large Manufacturers & Non-Manufacturers 12/5; Japan Housing Starts 
1.1%; China Caixin M-PMI 50.0; Guindos. (Bloomberg estimates) 

 

Strategy Indicators 
  
MSCI World & Region Net Earnings Revisions (link): Analysts’ recent earnings revisions 
through March suggest weaker, but still mostly positive optimism about profits throughout 
the world. The US MSCI’s NERI was positive in March for a 20th straight month after 14 
negative readings, but dropped to a 20-month low of 1.8% from 6.1% in February. That 
compares to the post-pandemic high of 21.1% in July and an 11-year low of -36.9% in May 
2020. The AC World ex-US MSCI’s NERI was negative for the first time in 18 months, 
falling to -0.6% from 0.6% in February. NERI was negative in March for EM Asia and the 
Emerging Markets as all but EM Latin America weakened m/m. Here are March’s scores 
among the regional MSCIs: EMU (3.5% in March [12-month low], down from 5.2% in 
February), Europe (3.0 [11-month low], 5.2), Europe ex-UK (2.9 [14-month low], 5.0), EAFE 
(2.1 [16-month low], 4.0), US (1.8 [20-month low], 3.6), EM Eastern Europe (1.7 [17-month 
low], 5.9), EM Latin America (1.0, -1.3), AC World (0.1 [19-month low], 1.4), AC World ex-
US (-0.6 [18-month low], 1.3), Emerging Markets (-2.5 [20-month low], -1.8), and EM Asia (-
3.3 [20-month low], -2.4). 

MSCI Countries Net Earnings Revisions (link): NERI was positive for 27/41 MSCI 
countries in March. That’s down from 28/41 in February and the lowest count since 
November 2020. It had peaked at 35/41 during May 2020, which nearly matched the record-
high 36/41 from June 2004. That also compares to zero countries with positive NERI from 
April to June 2020. NERI improved m/m in March for 13/41 countries, down from 19/41 in 
February. Among the countries with improving NERI in March, Turkey remained near a 
record high and South Africa was at a 13-month high. The US and the following four 
countries have had positive NERI for 20 straight months: Canada, Norway, Sweden, and 
Taiwan. New Zealand has the worst negative-NERI streak, at 18 months, followed by Hong 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgWkyW3JxvjH9cGN6yN5kDvzfgkfgTW9hGMB_6DLWzRW6RrsTs6zq7ryW6QstF97xDh9KW2RMPq68YxMsSVzXd0s7Q4XjMN2mb8w4LnVypW5bZ5481jX3YbW3GxD5h40KQn4W3HG0wL7pMnrWW8WWxwb7J7r4-W5C36W45dm4zmN2gL7gpMzV07W4nRTM15XMGplN3QXkVBJ8G_YW2tfRcs7p82ByW3kVVSb3JKbtWVrH37K8NBCRgW1CB4vb2V1GSxW1NClHk1J8d0BVr53r74XKqS9W2_d04t5Sm9zrW6HPJqB7H0SRy3lsf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7WbryG3q905V1-WJV7CgGFNW4lQ1VK1ycjgjW5HdW8z8ZRcgyW2tbsVp72KRV_W5KSYkp7CJDGQW3BrfW04vrgxQW8MRsth8z6XRgW5YnDcc307r3SW1dgvdJ6l94B2W8MxXr36Q3MjmW9bvXmM21-4J_V6SX518rxcsBW7r1-T-3zV-4FW37njkq53psFZN8yl9XRS6GjkW4VTNM_71pF0fW1p7X9k1JdcN0W9gf1Fx6QwWhbVJS99D1MpN2QW8093Td2yPGqDW3CMbc671HFDZW3PVNfs223Q1ZW4J2q1C68FcVWW3BKDNj5Llp4CW7jVTm98hjJg832_31
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Kong (10), China (7), and Malaysia (7). NERI flipped back into positive territory for the 
Philippines, but turned negative for Denmark and Singapore. The highest NERI readings in 
March: Turkey (21.0%), the Czech Republic (17.7), Austria (13.6), France (10.8), South 
Africa (10.7), and Chile (10.2). The weakest NERIs occurred this month in Israel (-13.3), 
Hong Kong (-12.7), Korea (-7.2), Belgium (-5.9), Switzerland (-5.3), and China (-3.9). 

AC World ex-US MSCI (link): This index is up 0.3% in local-currency terms so far in March, 
but is down 4.8% ytd. In US dollar terms, the index is actually down 1.6% so far in March 
and has declined a greater 7.3% for 2022 to date. Local-currency forward revenues has 
risen 9.6% since it bottomed in January 2021, but fell 0.8% m/m to 4.3% below its record 
high of May 2019. Local-currency forward earnings dropped 1.2% m/m and is now 2.2% 
below its early March record high, but has soared 48.7% since it bottomed in July 2020. 
Revenues are expected to rise 7.4% in 2022 and 3.8% in 2023 following a 15.5% gain in 
2021, and earnings are expected to increase 8.9% (2022) and 6.8% (2023) after soaring 
56.1% (2021). The industry analysts’ sales forecasts imply short-term 12-month forward 
revenue growth (STRG) of 6.6% and short-term 12-month forward earnings growth (STEG) 
of 8.2%, compared to 4.1% and 10.0% before Covid-19 hit the news. These measures 
bottomed at -0.1% and -0.3%, respectively, during May 2020. The profit margin implied by 
analysts’ earnings and revenue estimates calls for 9.2% in 2022 and 9.5% in 2023, 
compared to 9.1% in 2021. The record-high forward profit margin forecast of 9.3% is up 
from a 10-year low of 6.6% at the end of May 2020 and first exceeded its prior 9.0% record 
high from September 2007 during August. The Net Earnings Revision Index (NERI) for the 
AC World ex-US MSCI was negative for the first time in 18 months, dropping to -0.6% from 
0.6% in February. That compares to a 12-year high of 6.4% in July and an 11-year low of -
23.9% in May 2020. The forward P/E of 12.5 is up from a 23-month low of 12.2 a week 
earlier, and compares to an 18-year high of 17.1 in February 2021. The forward P/E drops 
to 12.1 using normalized forward earnings. Those readings are up from their March 2020 
lows of 10.8 and 10.2, respectively. The index is at a record-low 22% discount to the World 
MSCI P/E. 

Emerging Markets MSCI (link): The EM MSCI price index is down 4.0% in US dollar terms 
so far this month to an 8.7% decline ytd. In local-currency terms, EM is down a lesser 3.3% 
month-to-date to a smaller ytd loss of 7.4%. Local-currency forward revenues has risen 
7.7% since its bottom in January 2021, but dropped 3.4% m/m to 7.6% below its record high 
in May 2019. Local-currency forward earnings is up 32.5% since its bottom in June 2020, 
but tumbled 6.7% m/m and is now 7.3% below its record high in early March. Revenues are 
expected to rise 8.4% in 2022 and 6.1% in 2023 after jumping 20.1% in 2021. That’s 
expected to lead to earnings gains of 8.9% in 2022 and 10.1% in 2023, following a 50.3% 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7Cg-zLW6P3yn53TRvrBW5G-Pkx1zJqMCW8rThPq1gzv53W6G_4rV1YvsDkW2C84sC7QkwyxW16Nt5-22t4PnW29Rx_43BSs7pW26TK7957TRkHW2JcZbK10CNg4W7zZbL-94J40QW569Cbx5n5tVFW3LW07R7_2f0RW2cHkDY5csH_gW46TWrm2RzlxPW2c_9DP5vq141N2SZT7CqY55_W8T23sv4Sdt4jW3mWH5H8r9X4WW5PHXvj6X8JyLW6nBMc331gHl8VLhYvq8T22TNW2ft26X4rqLL73bcw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgYYWVdtsB41mQyRPW6X3MYq60qnH_N7bsnp9st8YGW3W1HqY1C6WC3W54lK5T6myWy8W10jP8w3MdH49W5VzBm18jcQYQW6Nl6xp3KdMHsW1Fys-06ZGRWxW15yVlN4nnb0kW2ydw3P3rFbGdW8vHVq-4ZMlKxN8hR8kpY6JWqW70_Lxq75x3TGW3GD1FW20vvYtW1q4FnJ6pfwSFW7NW_ZB9k4q0-T-dwv1yJnJLW1F7NPd5Z4KGCN1zWCP67zqNTW75d5Kz85dCMfW19YYp21f_Q9m3f411
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recovery gain in 2021. Forecasted STRG of 7.8% is down from April 2021’s 11-year high of 
12.6%, which compares to a five-year low of 3.6% at the end of April 2020. STEG has 
dropped to 9.4% from a record high of 33.7% in December 2020, but that’s up from a 12-
year low of 5.3% in December 2021. The implied profit margin is expected to rise to 7.7% in 
2022 from 7.6% in 2021 and improve to 8.0% in 2023. The forward profit margin of 7.7% is 
up from a four-year low of 6.1% at the end of May 2020 and compares to its 10.3% record 
high in December 2007. NERI was negative in March for a fifth straight month as it dropped 
to a 20-month low of -3.3%. That compares to an 11-year high of 6.0% in February 2021 
and an 11-year low of -18.7% in May 2020. Emerging Markets’ forward P/E of 11.0 is at a 
23-month low and compares to a record high of 16.3 in February 2021. The P/E drops to 
10.5 using normalized forward earnings. That’s up from those figures’ March 2020 lows of 
10.1 and 9.3, respectively. The index is trading at a 31% discount to the World MSCI P/E, 
which is close to its biggest discount since 2005. 

EMU MSCI (link): The EMU MSCI price index has dropped 1.3% month-to-date in local-
currency terms to a ytd decline of 9.9%. In US dollar terms, the EMU is down a greater 
3.6% so far in March to a bigger ytd drop of 8.7%. Local-currency forward revenues gained 
1.9% m/m and has risen 12.7% since its bottom in January 2021, but is still 6.6% below its 
record high in September 2008. Local-currency forward earnings gained 1.5% m/m and is 
up 62.2% since its bottom in July 2020, but remains 7.4% below its record high from 
January 2008. Revenues are expected to rise 4.8% in 2022 and 3.6% in 2023 after gaining 
14.9% in 2021. That’s expected to lead to an earnings gain of 7.8% in 2021 and 8.2% in 
2023, following a recovery gain of 75.7% in 2021. Forecasted STRG of 4.4% is down from a 
record-high 8.3% during April 2020, but that’s up from an 11-year low of -0.9% during April 
2020. STEG has dropped to 7.9% from a record high of 47.4% in December 2020, but that’s 
up from a record low of -6.7% in April 2020. The implied profit margin is expected to rise 
from 8.5% in 2021 to 8.7% in 2022 and 9.1% in 2023. The forward profit margin has risen to 
a 13-year high of 8.8% from a 12-year low of 6.0% at the end of July 2020, but remains 
below its 9.1% record high in October 2007. NERI was positive in March for a 15th month 
after 27 straight negative readings, but dropped to a 12-month low of 3.5% from 5.2% in 
February and from a record high of 15.2% in September. That compares to a record low of -
35.9% in May 2020. EMU’s forward P/E of 12.8 is up from a 24-month low of 11.9 a week 
earlier, and compares to a record high of 18.3 in July 2020. The P/E drops to 12.3 using 
normalized forward earnings. That’s up sharply from those figures’ March 2020 lows of 10.2 
and 9.7, respectively. The index is trading at a 20% discount to the World MSCI P/E, which 
is among its worst readings since 2001. 

China MSCI (link): The China MSCI price index is the second-worst performer of the 49 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgCVBW4v3yML1QzFMBW1qYFMm2rrzY2W7sPvgH4MdmNJW82GsNd1c7hcNN79DwYP1w5T1W1NgSFX1Ydg0XVkXblx4Q5Z7NW67qWgs8NhxF2W5tMJpw6WW9zpW8V38CX6dPH99W5kXWrx4bjbFQW5rVjqb538YZ7V-bT-W6Ht4wLW2cGS8k8RlCq9W7gxxRw42TwqqW4H0RmM7w1CRmW6rYbkj4z9hqBW4Y1wQG4RjFc9W3QqswS69QLFfN7NhHL-7MV9tW8nMn0N4jgKf4N7kXmmBRmsyY3jrB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgLycW5gP_c623Nbh_W5bl6_T7N4yVXF3bWXTFrpsFW3KSb3l6Bw7zPVcJbl87YLDGhW5BQG5h4zWN0YW2RQvZZ8kYKypW44P5F57_L1vbW7lbzQW9m4D3XW7_LfVR7jqzZDW5W-PBV8SFNZtW11gKWS4-cWD7W2hbpps2y3n01W6YNtZ16mrcBXN8WFg6VkP7lrVYcDXn8MtcrZVwmZlX3y0WDXW2T6Z1C4mmjcbW8svSz03v051BW5Rb06X2jwC3SV912mb99kVS5W2hwLF64vfjH23qfD1
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MSCI countries so far in March, with a decline of 8.7% in local currency terms. Its 14.7% ytd 
decline ranks as ninth worst. Local-currency forward revenues has risen 5.7% since its five-
year low in June 2021, but was down 2.7% m/m to 33.8% below its record high in October 
2014. Local-currency forward earnings is up 7.7% since its bottom in June 2020, but fell 
3.4% m/m to 11.5% below its record high in June 2018. Revenues are expected to rise 
9.8% in 2022 and 6.9% in 2023 after surging 18.3% in 2021. That’s expected to lead to 
earnings gains of 14.9% in 2022 and 14.5% in 2023, following a relatively meager 9.3% 
increase in 2021. Forecasted STRG of 9.0% is down from an 11-year high of 13.5% in April 
2020, but that’s up from a five-year low of 5.0% at the end of April 2020. STEG has dropped 
to 14.6% from a 10-year high of 18.6% during December 2020, which compares to a four-
year low of 8.0% in April 2020. The implied profit margin ranks as one of the lowest in the 
world; it’s expected to rise from 4.5% in 2021 to 4.8% in 2022 and 5.1% in 2023. The 
forward profit margin of 4.8% is down from a record high of 5.2% in July 2021, but that’s 
little changed from its pandemic low of 4.5% in May 2020. NERI was negative for a seventh 
straight month in March, dropping to a 20-month low of -3.9% from -2.8% in February. That 
ranks sixth worst among the 41 MSCI countries that we follow. China’s forward P/E tumbled 
to an eight-year low of 8.7 and drops to 8.1 using normalized forward earnings. That 
compares to those figures’ March 2020 lows of 10.5 and 9.8, respectively. The index is 
trading at a 46% discount to the World MSCI P/E, which is its biggest discount in 22 years. 

 

US Economic Indicators 
  
Consumer Confidence (link): Consumer confidence moved higher in March as a rebound 
in the present situation component more than offset a slide in expectations. Lynn Franco, 
senior director of economic indicators at the Conference Board, noted “consumer 
confidence continues to be supported by strong employment growth and thus has been 
holding up remarkably well despite geopolitical uncertainties and expectations for inflation 
over the next 12 months reaching 7.9%—an all-time high. However, these headwinds are 
expected to persist in the short term and may potentially dampen confidence as well as cool 
spending further in the months ahead.” The Consumer Confidence Index (CCI) moved up to 
107.2 this month after slumping the prior two months from 115.2 at the end of 2021 to 105.7 
this February; it was as a recent high of 128.9 last June. The present situation component 
pushed the CCI higher this month, jumping to an eight-month high of 153.0 after dropping to 
a 10-month low of 143.0 in February. Meanwhile, the expectations component continued to 
slide, plunging 18.8 points the first three months of this year, from 95.4 in December to 76.6 
this month—the lowest since February 2014. Consumers’ appraisal of current business 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVNPt82YHCzSW4NW07T4Q_yw-W1YzZHS4Hf67gN7Wbrym3q8_QV1-WJV7CgXDNV2Q3DX3xStsmW7Hh0cD1k3vh1W3WfqPL7DPk-BW6sJ65h7VT3PqW1xkn-X93LQfdN5hsdK4MPmtJW4SFSfQ40FDb7N1Mdl-z4D4PrW62cQBX4yddxxW7X74ww3gMfvqW6s5s0k4tGkRCN53zW6Pb5ghsW8NQv128Dky5wW5J9Nw27VDy_9W66Vg4f5XJZh9W3wqG3M46-KsdW2SJ46h6nH5kRN2_MG8sj39YnW411MGr4tB11VW7yvbRz6jLNRZVlzFB373dKmBW1-Bhxc60CLGG3gQx1
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conditions improved in March, with the percentage saying business conditions are good (to 
19.6% from 17.6%) moving higher and the percentage saying conditions are bad (22.1 from 
25.1) moving lower. The current appraisal of the labor market is strong, with percentage 
saying jobs plentiful (57.2 from 53.5) jumping to a new record high and the percentage 
saying jobs are hard to get (9.8 from 12.0) only a couple of ticks away from its record low of 
9.6% in March 2000. Looking at expectations six months from now, the short-term business 
outlook is deteriorating, with the percentage expecting better business conditions (18.7 from 
21.3) decreasing and the percentage expecting business conditions to worsen (23.8 from 
19.9) increasing. Meanwhile, consumers were mixed about the short-term labor market, 
with the percentage expecting more jobs to be available (17.4 from 19.4) falling even 
though the percentage expecting fewer jobs (17.7 from 19.6) also moved lower. 

JOLTS (link): Job openings in February remained close to December’s record high, while 
the number of quits also remained in record territory. Job openings slipped for the second 
month since reaching a record-high 11.448 million in December, though was down only 
17,000 in February and 182,000 over the period to 11.266 million. There were 6.27 million 
unemployed in February, so there were 1.8 million available jobs for each unemployed 
person last month. By industry, the biggest declines in February were posted by finance & 
insurance (-63,000), nondurable goods manufacturing (-39,000), accommodation & food 
services (-25,000), and transportation, warehousing & utilities (-21,000), while the biggest 
gains were recorded by arts, health care & social assistance (+54,000), entertainment & 
recreation (+32,000), retail trade (+32,000), educational services (+26,000), and the federal 
government (+23,000). The number of quits remains on a sharp accelerating trend, climbing 
94,000 in February to 4.35 million—within 51,000 of December’s record high. Before the 
pandemic, quits hovered around 3.5 million. Many employers are raising wages and 
incentives amid a severe labor shortage, which gives workers confidence that they can get 
better pay elsewhere. Hirings remain on a volatile uptrend, climbing 263,000 in February 
and 661,000 during the 12 months through February to 6.69 million.  
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