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How Will the Fed Stop the Wage-Price Spiral? 
 
 
 
 
 
 
 
 
 
 
 
 
 

YRI Monday Webcast. Every Monday morning at 11:00 a.m. EST, Dr. Ed holds a live Q&A 
webcast discussing his themes of the week; replays of yesterday’s webcast along with past 
ones are available here. Please join him live every Monday via the link you will be emailed 
one hour before showtime. Dr. Ed’s presentation lasts about 15 minutes with another 15 
minutes for Q&A. A replay of Dr. Ed’s recent one-hour webcast on “Predicting Inflation” is 
available here. 
  
US Economy I: The Fed’s Current Playbook. Fed officials seem to believe that by quickly 
pushing up the federal funds rate to the “neutral rate,” they will be able to engineer a soft 
landing for the economy. They deem this rate currently to be around 2.50%. They’ve said 
they might have to take it up above that rate, say to 3.00%, for a while to rein in inflation 
before lowering it back to neutral. They seem to believe that by raising interest rates, they 
can moderate aggregate demand relative to aggregate supply, thus putting downward 
pressure on prices. 
  
Prior to the Russian invasion of Ukraine, they were counting on supply-chain disruptions to 
abate, thus boosting aggregate supply. Now they realize that the supply-side of the 
equation may remain challenged and inflationary longer than they previously expected. That 
explains why they’ve turned more hawkish, squawking in unison that they will have to get 
the federal funds rate up to neutral faster than thought before. 
  
As a result, the financial markets now expect a series of 50bps hikes in the federal funds 
rate rather than 25bps increases. The current target range for this rate is 0.25%-0.50%. 

 
Check out the accompanying chart collection. 
  
Executive Summary: Can the Fed pull it off? Can it surgically subdue inflation without inflicting much 
collateral damage on the US economy? The now unanimously hawkish FOMC intends to try. Their 
current game plan seems to anticipate five increases of 50bps each, possibly at the next five FOMC 
meetings. … Meanwhile, we are on the lookout for signs of peaks in the latest inflation indicators; 
used car and truck prices are the first. … Rent and wages, on the other hand, are spinning upward 
along with prices in a mutually reinforcing spiral—calling into question the Fed’s optimism. … Also: A 
look at the causation loop between inflation and fiscal policy. ... Movie review: “Super Pumped: The 
Battle for Uber” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgZm4VFN0rY55NwL7W2cDmBf733Zq1W8gks-41BVlsBW8n8Rz07pK-sxW3CMFVK7YzsG_W6_GksQ9fg29bW78c-g02W_lq0W6GpJJ198bt54W6kLhGT1M_4C8W6T3VNZ5x0klpW8hGcPV4hqnT1W4XLqjk4C4v_8W29xyDY31kMBKW6zQc_F3P83G-W1QkL_q5vW4SRW1lYVth2yJ-nNW5kq1z23pD5rZW8s592p8P8ffyW3h0QmR1rMzpjW5KYcL419yHCgN5VqtWVFznpyW7bxFzJ2pf1wl3kBM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHB35nKvJV3Zsc37CgNKcVcPDTd30swzCW3LB8C62tXhMXW53mNwn7SgK_rW7XSRK9885hhmW4kWRJM1T7nbrW36Q9yd1tLMw6N9fjj9Swb4wFV_Ybb04jmYRkVQCzdL4J37jmW65wrR68h3cSQN2NFQmmmPln2W7Z_wYr5xzxFhW7wsZGd2VR9YRW6kMlLW4_GNLTW7qfZBg2YGXfzW14d-5W1ynY-ZW1Grd-W8ZTbQXW3_s5Sj795bBZN5H1KrK_dh9fVt8sQD5KD_pJW4t1xt28Yhm9DW3BnCZm5Pfxh1W8tJ2cz9g-zgmW5XzLyV1jC3QJW2-9TNq1nnQ3nW4v6PLK428lQnW6-GC7364R_BsW4TCS836yXMLtW7YFHvZ1JdR5JW5ntKD32PfSL_W7g_dyn1qz7v0N70RHdzFN6dCW7fwV9X3s8gmYVm0tRF79-Lh5N6J7rlzqTMDCW28sNMy5wcw3J3lXW1
https://www.yardeni.com/pub/cc_20220419.pdf
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Five increases of 50bps each would get the range up to 2.75%-3.00%. If the FOMC 
announced such rate hikes at each of its next five meetings, officials would get to their goal 
by early November. That rate-hike trajectory would be “data dependent”—of course, as Fed 
officials constantly remind us—but currently seems plausible. Consider the following recent 
chronology: 
  
(1) March 16 SEP. The FOMC’s latest Summary of Economic Projections (SEP) shows that 
the committee’s median projection for the federal funds rate this year was raised from 0.9% 
at the December 14-15 meeting to 1.9% at the March 15-16 meeting. The projection for 
next year was raised from 1.9% to 2.8%. (See the tables in our FOMC Summary of 
Economic Projections.) The latest SEP was released after the March meeting. 
  
(2) March 21 Powell. In an important March 21 speech titled Restoring Price Stability, Fed 
Chair Jerome Powell reiterated that he and his colleagues had pivoted from the goal of 
attaining full employment (which has been achieved) to bringing down inflation. He said: 
“The labor market is very strong, and inflation is much too high.” He believes that the Fed 
can raise interest rates to slow demand relative to supply without causing a recession. The 
goal is “a soft landing, with inflation coming down and unemployment holding steady.” 
  
Powell acknowledged that the odds of this happening aren’t in the Fed’s favor. However, he 
found “some grounds for optimism” in the three episodes when the Fed raised rates without 
causing a recession since 1960 (in 1965, 1984, and 1994). Then again, inflation wasn’t as 
troublesome back then as it is now, partly because the Fed was more proactive back then 
versus reactive as it is now (Fig. 1). The Fed is much further behind the inflation curve now 
than it was during the past three soft landings. Furthermore, nine recessions have followed 
tightening cycles since 1960. So we wish the Fed lots of luck! 
  
(3) April 5 Brainard. In a speech on Tuesday, April 5, Fed Governor Lael Brainard—who in 
the past has tended to side with the FOMC’s doves—squawked like a hawk: “It is of 
paramount importance to get inflation down. Accordingly, the Committee will continue 
tightening monetary policy methodically through a series of interest rate increases and by 
starting to reduce the balance sheet at a rapid pace as soon as our May meeting.” 
  
She also sounded hawkish about running off the Fed’s balance sheet: “Given that the 
recovery has been considerably stronger and faster than in the previous cycle, I expect the 
balance sheet to shrink considerably more rapidly than in the previous recovery, with 
significantly larger caps and a much shorter period to phase in the maximum caps 
compared with 2017–19. … Currently, inflation is much too high and is subject to upside 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgNfBN3W48R88BTtjW6pG56Q349xt_W24fRJh6d-ZP-W4pxDvP5y1VzrW5cDvXm6fghkmW8Jgb-Z1WS70pN1R3XlQHVYmTW25_R1W7VF7ZxW7QhqbD7nVS0TW30rxcb67R2hKW180x0r6thS7tW7dh5GJ3rgZv6W49lrrY9j6VlSW6pBrZ13KZJyCW5v6Xlf4lN0TbV3Z6G411ljhQW6KsZbr2Rrkc3W7CClHX5zTJ-bW3tC3hl9bZRCSVJPh0R3MzhGbW5lNc5V8l5M-nW5Ttff_40Js3WW2bTNyD7s2pwBW8Zqkvh6xWF0SW6qjJQG1wdSVFVP9w6t98MQTd38qq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBG3q905V1-WJV7CgGlqVwrzV_50v4ZxVjpls35w1HfJW8gxMr756N8NnM-s_kJQ8v6xW4dpHf_78__hMW2tYdLD1FmjH4W1r9Q7d6NtxM-W6G5RTP7F-MlyVlxR9B45-x3GW6PnRmp8p6f_zVfHnH_2TsxwWVL8XcB5ycHP_V7j6H61gq3ZQW4xBPR17DhV4JW3SKwWs3JHhTmW6Y6jyw3Jsl3YN7TNP2SwGCGrW3Y0wj25S1qdBW7Cyhj38mq2--W57DYCC4bsWckW33_b-s5CdHTDN7jdfB22kywnW39vDrr5M58bmW7qhPJH3-1r6k3pwZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBG3q905V1-WJV7CgGlqVwrzV_50v4ZxVjpls35w1HfJW8gxMr756N8NnM-s_kJQ8v6xW4dpHf_78__hMW2tYdLD1FmjH4W1r9Q7d6NtxM-W6G5RTP7F-MlyVlxR9B45-x3GW6PnRmp8p6f_zVfHnH_2TsxwWVL8XcB5ycHP_V7j6H61gq3ZQW4xBPR17DhV4JW3SKwWs3JHhTmW6Y6jyw3Jsl3YN7TNP2SwGCGrW3Y0wj25S1qdBW7Cyhj38mq2--W57DYCC4bsWckW33_b-s5CdHTDN7jdfB22kywnW39vDrr5M58bmW7qhPJH3-1r6k3pwZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgTQkW3yj_Dp6Yw7C_W7FcyjS3VY0dKVDq0WZ2JSwNSW9dp3pB5CZfCLV9T0ZR7V2FbDW60l-jf1P1rmLW4VMPXw42fqVPN8n5v0FL3sCrW4zn6n17lbnxNW4XyfgG7cnd-ZW30Xd-P86fqtKW7YZfmV23KcqBW5N74MN4h4PdLW8Q2nx03t5_fkW5PDQjC2TssbPVmpbRv2ZqQrmW3Y29KD3bXXNSW7yvNGP5BwQ45W66q-3r9fFbLlW3fZx0V7-n3nMVBkgwy8vTXvHW8tWTBW4cFgpGW6K-bzm7ZyBD4W9g6NSl9k-yMLW62dWcY22c8nrW7TPHbQ74Q6SC34lB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7Cg-hvW2tdlLZ3qT0yPN28z1r0xr94JW3pwdlw7WQPp1W1GwD-y5HcJ3VW3jWZH37CCyW7W3MhDVM88YF8FW8GqTp949mBsrVCK2H52Sn25SW2gZRtd5snHXkW6420DK4rDy4JW2bCQYq71RMKhMFNfK_Kkdl9W2rLHWv2ykKhlW24FJKN7bG4QQN676RdjThk1sW6t0lp81_v5VbW8BmbTs2Hhbp8W49pWQg5tF_dnW2qYRYt59P-4_W5cY-D22CtwhQVWVt8H96GRNLW7-RWHS60rH3D3kR51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgD4HW23QcPg3bvq_sVflc103SjdMyW3_BpY33CLs10W78P4Gh6KlXd5W5f95JP5B8tsnW69FWwP5Rm4RJVDzSjz3r2SxyW4MGtD78jM1ckW6G0v8G4w3y9xVVN5vl59yK6PW1bHLcm50dY-dW3QqmDm92qwDLW2y4l3R1mn5FpW1HJPVr8NkPGZW7vMqjQ8m5rK3W7Bckk35k2ptYW6yVkXv7rqqwsW1_F7hJ91Bd_3V6xPQl8_vRGnW4xdrks69y6KcW2pdK2_8H6BpbW5G8xSy7PSDW0Vqfnz783cKSSW94gwSZ7SRd3QW6T7kwB40MyPXW8X5kls6sp7b034gj1
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risks. The Committee is prepared to take stronger action if indicators of inflation and 
inflation expectations indicate that such action is warranted.” 
  
(4) April 6 FOMC Minutes. The very next day after Brainard spoke, the March FOMC 
minutes were released, indicating that the committee “generally agreed” to reducing the 
Fed’s balance sheet by $95 billion per month. A maximum of $60 billion in Treasuries and 
$35 billion in mortgage-backed securities would be allowed to roll off, phased in over three 
months and probably starting in May. The minutes also suggested potential rate hikes of 
50bps at upcoming meetings. In other words, the March meeting was much more hawkish 
than the previous one in January. 
  
(5) April 13 Waller. In a CNBC interview on Wednesday, April 13, Fed Governor Christopher 
Waller said the economy could handle half-point increases in May and possibly June and 
July as well. “I don’t see any value in trying to shock the markets; we are not in a Volcker 
kind of moment,” he said. “We will do what it takes to get inflation back down, but we can do 
that in an orderly way without causing a lot of financial market stress.” He added, “I think we 
want to get above neutral certainly by the latter half of the year, and we need to get closer 
to neutral as soon as possible,” Waller said. 
  
The CNBC article reports that Waller said he is confident inflation will start coming down, 
even though the Fed’s powers are limited to control the lagging supply chains associated 
with the current round of higher prices. “All we can do is kind of push down demand for 
these products and take some pressure off the prices that people have to pay for these 
products,” Waller said. “We can’t produce more wheat, we can’t produce more 
semiconductors, but we can affect the demand for these products in a way that puts 
downward pressure and takes some pressure off of inflation.” 
  
(6) April 13 Bullard. James Bullard, president of the St Louis branch of the Fed, has 
positioned himself as the most hawkish FOMC participant. In an April 13 FT interview, he 
said, “There’s a bit of a fantasy, I think, in current policy in central banks. Neutral is not 
putting downward pressure on inflation. It’s just ceasing to put upward pressure on 
inflation.” He added, “We have to put downward pressure on the component of inflation that 
we think is persistent. Getting to neutral isn’t going to be enough … because while some of 
the inflation may moderate naturally,” some of it won’t. 
  
(7) April 15 Williams. New York Fed President John Williams told Bloomberg on April 15, 
“We do need to move policy back to more neutral levels.” He voiced confidence in the Fed’s 
ability to engineer a soft landing of the economy and said the Fed’s forward-guidance 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgH0cW6-hclC3dZ39JW25v3yH6x8FL8W4gVTYx6jPfxLMBr_S0TZbzBW6zSLMZ5-49vcW7Qsz235Qp6PrW5PqFSj773ZsmW3Vg_2d8j7jSxW6F12tg6lfH4ZW6f42-q70sMS_W4X7lw06zc3BTN4nVxMk2-TqrW2N7F5N7rd7DvN7KHm74KNF4nW5M8n3n5KDr3cW7DCMqy5dzqcxW1Jt5xJ5GlJt9W7YJXG8315SS1N4lDPkDXnn2KW8CjHmM7lCLbjW3zbxlV5PQMMRW4DQ1sR4bNND8W8V--ys8V2bqRW15BClc6gVPL9W7Vn7x94q6tvTN1wTBH-SqRq63f5J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHzt5nKv5V3Zsc37CgQ0_N5ZC0pMyJV0NN72PWvnDNQTfW7Zp3DY4hRXPLW4Txj5c1GfnbJW7njK_52Qk28ZW4BBwjl5YH4C0W4CVR905qYKPdW7sv4m83js2NNW3vCwHH2bMfFWW2MwLkm1kxWM3Vsp1bh1Y-q9TW671-Yg6frzMZV4LGmp2VcFJXW7T55c48tPnHrW4S5mTy1swVKKW94-GXG1vjs-gW4sgWtS19FDHbW2F2_Wh8TYtwnW5m9S2f6nGgggW3Hxfdr5_jS7CW6kYbHb1gGVyCW4h_dwm1vxdyQN69cWg-kj-d3W7KnBNX52pFxzW3m9n8t8TgzdYW2wKyq-8pwpTyW1sFlk62DKMD3W1_b6tM59SdL4W62xHJB463sSHVvQT3j16ZBDGW6k8Znt4dF0gXW5FcVcW6wxdCc3bZp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgN5YW66YqbQ8xSznHW1sH77N2lLwMgW8HLCSk6LcPppVL5V_N4yn1vWW4Bw5Gw2v0WMxW4-pRkh7zv2vfN7ypJcWtF0MWW5_dCST3MVPzpW1Lzdq-7PkXgzW81njCj1McKpfW3gMCzt92CvjJW4LtFl_7CcYW0W4dC4MM8ly2VLW1m--nN3CZD1bW6L_tKy95F1jRW8QJx4v16tLWsW46ZNny5d7W5bW1DRlX67TCqh-W71FplJ6m4_2-W4VwXD459nS7rW8lpgZH8RWstZW2MphnP6Xmp_SV7TsBf6xJDh4W6ywld22lf-XKW3-xslc9l4tQKW57kRbm3FCSWs3j6B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHzN5nKvpV3Zsc37CgRn1W8WnBRy2BV6wzW6nJ9Ll9gMRK9VDbs5-16d5-dW8mpkPp5DCslVW936CmS3zzPR7W4GrV8b8LJtw6Vh1NZz7TPF1tW4-GLR_2WHGgdW1SFzK83QHCYQW99TXCJ73WKpHW7B1PDK48CXW-W100RQk69462vW1ghJZs6lT-H6W13FzQT4lyQv_W2BsSjv1dNsCmW7p3QFq8XZLhZW2Fc3Gv1nsDTJW6D8PSs1Hy6p5W8xgkcq2Y2fcfW42J33X4_-2m0W8zYzzD726fC5W34G6yx25HKYMW8FjRQw2Tf0M1M1f_Y3gqMFLW8J01-F7mbr9XW7LG1D_70GylpW2x5qC77Fh-17W4xKCGs6YMFMHW1f6Cld2C1pfpW6XXNqL79Wh9QVXkb7n3s1HYdW2bNS-Z5lJ4ZSW37C4F35W_sMvW4S0D-Y3mhckN3cyS1
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communications around its policy plans have already tightened credit conditions. “We have 
seen a dramatic, significant movement in yields and financial conditions over the past 
several months and that is already positioning policy well to get supply and demand back 
into balance,” he said. “On the balance sheet, I do expect we will get reductions underway 
in June if we take a decision in May,” he added. 
  
(8) Bottom line. In our judgment, the current consensus view among the FOMC participants 
is to get the rate to neutral sooner rather than later and then assess what future actions may 
be needed. In other words, 50bps rate hikes at each of the next five FOMC meetings may 
be in the Fed’s current game plan (Fig. 2). The 2-year Treasury note yield is currently 
trading around 2.50%, which is consistent with this scenario. 
  
US Economy II: Monitoring the Wage-Price Spiral. How does the current wage-price 
spiral compare to the one during the Great Inflation of the 1970s? Can the current one be 
stopped without a recession? Might productivity come to the rescue? Those are just a few 
of the questions investors have been grappling with since the inflation genie popped out of 
the bottle about a year ago. 
  
History shows that the inflation genie is hard to stuff back in the bottle without a recession 
first slimming the scoundrel down (Fig. 3). Fed officials hope to achieve a Goldilocks soft 
landing by raising interest rates to cool off the demand side of the economy just enough so 
that the supply side of the economy isn’t forced to cut back production and employment. 
They must also be counting on some improvements in the supply-chain problem. 
  
We think they might succeed. In our scenario, the PCED headline inflation rate peaks 
during H1-2022 between 6%-7% (Fig. 4). Led by consumer durable goods prices, it 
moderates to 4%-5% during H2-2022. Next year, it falls to 3%-4% as persistently rising rent 
inflation offsets moderation in other consumer prices. If that all pans out, we expect that Fed 
officials, led by born-again doves, will raise the Fed’s official inflation target to 3.0%. 
  
Admittedly, other than in used car and truck prices, there are no additional signs of peaks in 
the latest batch of inflation indicators: 
  
(1) Commodity prices. The CRB all commodities and raw industrials spot price indexes 
soared to fresh record highs last week (Fig. 5). Not surprisingly, the latter is highly 
correlated with the PPI for crude goods excluding food and energy, which has been soaring 
to new record highs since December 2020 (Fig. 6). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgDrfW2nl36B39J22mW4r8H5F3z_7Y6W1CGwlk3j6-H1W5Cs_Yf8wRdDvW3ghzfX37P4FRW25NnSr9fSW6FW9h8Zd9481c33W2hlnn12pb0F_W3tt-2m4Nw3ThW6V0zh037CRFjN2Pxkq3-LBMYW6s7hBn3N2jB_W48LBhQ97Htt5W745h_j1ksZxhN5lCzr9s14MlW5zBbw05sL7GqW5KG-_L8VdtCDW6vMcLt76HhcXW4qR-Wr7WpWHNN481Vf0Zb-kBW44-mK55Kyc4FW5cVGvX2_lksf3nGz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgH2HW1Dbkp482cGSqW4L8Wpw5m_9pzW2J697B2SbQJGW3CgqZ76HCjQSW2fJvsB7gZ89CW5XG_7Y1CPYBvW7JJBTm2GrPpFN84M9zsD7wsLW67cTHY3dhf2NM5ZvfxFYptNW8xp6yy5m7XSfW1SPgNQ1Mx6gSW7YSWyH14W3YGW7F96DY2HpNQ0W2hR7d-59GV4kW1xxKyK8sGtgqW6T_5pD5xG0bnW4v_ZTv3wVcb_W7pGQ0B44b_JwW4127Hc4kzxBLW4L9N011f1qSsN1zqf37LJk5732gg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgXq9W10qRvl6R7lnKVBBY4G3wHyJ1W3bRjHz9h6YDyW5ctbbk18rzgRW2bnfvd8stYh1W1037Bz8PDS4qTc5xf7BpPkBW63_f0S4Sh2hlW2R3Jp35qWV6DW4dkgs48DkB_fW59kXJC6Ck-3lW1233dQ14KSmVW3Jm2qr4rC003W4DWT9b6q6SMWW5ZbmNt3nZlWTW1dxRTR4c_l4tW47m7Dy2v2L5CW7Jld0H7s1sw1W3wx-BL3cTZ-RW265bH-38QggnV1SN1_5lZ98KW8qhZJB1dK9gJ318r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgGYnW3fD7p54gXvc9W4CKtM15GpjyhN8lXygwTBzKBW1x_F9C5vgr1ZW5Qjf5_81ZV1NW5bbF-38BPkrJW4P-VgX6ktwSqW37jyrr8fGFcxW6KvqKg94r5-lW7m87Gb5-MTqmW6JtpTq96KWpGW4vZRMh7QQ3q9VT-Mvg7kzGPGW3CP92h6MJyXKN1sTBXxnbh8lW35FcQ_8-532HN1kBNfxdNQlLW1svLwm4rBhK5W78jmzh4vB59SW622Vdz813c1jW7bWXkG47_n1hW5TPyfm4zgTnk3czz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgSQqW37T6Wn6ch-w5W8SwpSN8Zj7xGN5HP9yRvSMD1W4MPbVk1KxwF2Vh-QqV85zC5BV1BTj-223sf6W4rR1yS4Cy0SRW4rP9qg8b3w_tW3lJXD-2LxhGBW71xhJ35q-jlQV2R-_96F7V1YW2DN4Nt70pBfGW27d_zm2nbRJdW53gztM8GP0pLW7sZScJ4hGqJSW9b1GQW1mGDfkVnq0k_5TnVqTVvDNST7-9MjHW86LsfH5mk9-mN7nMGT07WX1bW4PSXn03D6ym-W3DKcC160yspb339k1
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(2) PPI final demand for personal consumption. During March, the CPI and the PPI for 
personal consumption soared to 8.5% y/y and 10.1%. The PCED rose 6.4% during 
February and undoubtedly will show a higher reading for March when it is reported on April 
29 (Fig. 7). 
  
(3) Trade services. At the CPI and PCED level of services pricing, our main concern has 
been rent, as we discuss below. However, at the PPI level, just as worrisome are trade 
services, which are defined as markups by retailers and wholesalers. This component rose 
17.1% y/y during March (Fig. 8). It suggests that these merchants have eliminated all 
discounts and are able to raise their prices aggressively without any resistance from their 
customers. The same can be said for transportation & warehousing services, which rose 
21.0% during March. 
  
(4) New York prices. In April’s regional business survey conducted by the Federal Reserve 
Bank of New York, the prices-paid index rose to a new record high of 86.4, while the prices-
received index eased to 49.1 after reaching a record high 56.1 in March (Fig. 9). 
  
(5) Rent. Not surprisingly, rent inflation is highly correlated with wage inflation (Fig. 10). 
During March, the former rose to 4.4% y/y, while the latter rose 6.0% y/y. Causality runs 
both ways, as rising rents put upward pressure on wages, while higher wages boost rents. 
In other words, the wage-price spiral is actually a wage-price-rent spiral. 
  
Melissa and I are mystified that various Fed officials have reiterated recently that they still 
expect inflation to moderate back down to their official 2.0% target over the next couple of 
years. They should know that rent inflation will continue to increase, frustrating their 
unwarranted optimism. One Fed official who seems to know that is the aforementioned 
Waller. In a March 24 speech on the “red hot housing market,” he observed that rents in 
new leases are up 12%-15% y/y, and that “some recent research suggests that the rate of 
rent inflation in the CPI will double in 2022.” It can take 12-24 months for inflation in new 
rental leases to be reflected in the CPI and PCED because these two measure rents that 
people are currently paying under leases that can be slow to reflect market conditions. 
  
(6) Amazon. On Thursday, in a CNBC interview, Amazon CEO Andy Jassy said the 
company needed to add a fuel and inflation surcharge to deal with rising costs tied to 
inflation, the coronavirus pandemic, and the war in Ukraine. “At a certain point, you can’t 
keep absorbing all those costs and run a business that’s economic,” he said. He noted that 
China’s latest Covid-19 outbreak has disrupted tech supply chains. He concluded: “It’s still 
more expensive and more time-consuming to get products into the country. So there’s still 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgDY2W5C5MJL5cKwbyVSKl6X8NdpySW50mCdR4zfwdQW2S7Vw_6ZhPV-W5gKmjj9g1CP8W66hsb87Xlx6LW4xDWsG1MBHMyW6rTV0F3CZ9T5W2nghHc6n65s5W7ZJsL8785kpzW4LqH5x2CrsQrVWcbGb5tsCbmW4k43NN71ZQ4zW6Dv-xF4nkmY-W8-nF812DhzWRW7KnZk42X2m-yW5ClsFB8DQCr9W8-3KsK19X4R1W3PDSv05B3VHcW6Py0mb1CB6mGW4FyxN54qPQRpW6CYMVk4R9WXY2Df1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgXb1W6znf7N2BbT9jW7tDj1X7ZX3VYW7V3vxL5rF89zW8qVNM33DH2czW1cyS8R4rXr1qW5Zyw7g8J5w8lW34FCkg2pml7CW7hqhbc5D4MRKW77bhlz4J_9L_W8Md3N62P3864W6Fn_Mc4RpWX7N511kxWVxHX2W31kVRp5Z0n23W7Mbd_91SdxTQW4Dl78k8VBZvBW39G15f5rZP3jW4_9_NQ1XszcxW2mFvmb1NL7NzW8BnDgd3QdWhXVcDk0j1jDg3mW1v-Q567cKwNfW8yFV7r8qnGvk3kKb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgTgMW1GZ9_72G0N3KW91-5fG3Sp8ZSW7Xxdqb5wfk2qW7Vb0YB3TmrzLW7XQ1zg8W5CphW1THxd42KwGswW6gJs1r45W8GFW22gXn01Bl4MjW4YLhQv38YJZxW6zL5YY25zvbDW9g7qls8z5bR9W7NVyHh7dqtY5W4TdqSP8YZzrjW3CYbZR7lFzGHW6w96xT7NX1RqW8G1nbV25LmpQW95s8Dr5bPPQVVz_1mR5m6d-0W20KYL-92lVgmW9d3MWF2NtNncV1WJdF44Q4-4W2Rjv9L194tMl3jBf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7Cg-VTN2nKl8qMkhYnW1Y_yLk8JWH_qW20n3yM71jz_cW8DBcsc4sfZz6W3l_syn7pjw4_W5bTHJd5JBgYQW1dzT4Y29Sh8dW2nj9YC7HqlhTN6fB9h_syDHrW4zhK2x3mRHmkW3ybdzl4h058WW1xHQX_7BbPkjVJsWxv4nG9kNVDMNFm8BGbxsW1tGGQ971yv9SW1-fQ9D4YzWs0W1WM20F6k3LdCW9lYS69363r_3W2Bhzl35L0_kVW93XMsz5Cbn_2W2bg1ZS546C6yW2b2KDK914CwK368h1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBZ3q90pV1-WJV7CgFSCN4J_j-D8MS1GW3P-c484djzt4W8H68Ns417HYjW8vgLFg57vx86W3kQQlh74Xq-TW2QL4S885qDZKW97B5GH5BxQxHVRMYsv4DDw8YW8y46Yx8qmYsWW7KfPyB7jy2RSN3fGbHL7n81HW7Lzxd6446K2gW26cHkV9lTQRSW2rZpr46LHkhWVwRx0m8zJYZlMrX6ryyFGx7W8stSfr11NrXHV1TSGw7d3vh5VR394K4Q1qlkW2cw9GB1BTNyDW6Qxcyy4fkDcVW6075qG7_9QDKW5vRtvl7cpJXMW5s6Rfn7Vj0F0W8xW5xv2yNyvPW4CtZv57-zwmw2381
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHCy3q90_V1-WJV7CgCxrW36WSH52M3H7tW46S_bb59Y2sQW6bgP-n3s-KWkW4b0k9k54bNqjW1c-LHg5QvyGjVd2D_k1kjbZpW5JdBl74Tk5ryV7Dj1B19k20HW88-JxG66xB2_W3-8Xxj7t2WhJW1tsYnT7VCbjvW11YsBz3xj_LpN6mz1qxfJkx1W88Tj6B4gsYPgW8vcCnz2Lvyy8W5V-wFR1sG1F9W2gq-MS53Wp69W2MFyVl5RnX1vW7dGVCf45vT_CW1TT0Q02dDgTDW1KgyTS98hxpCVkZggS7w8rMFVF3lkk7-ZS9CW62HTT546ym9lW93h_Dh8NcZ-1W99rB1_83zFh3V7nsw47lwlj7W1CgTSh1k-HDVW8TJwbF4XMhq2W550tKS4Yp0533n-X1
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supply chain challenges.” 
  
Amazon along with Walmart and Costco were among the major “distributors” of disinflation 
in America since the 1990s. Now they are major participants in the current wage-price 
spiral! 
  
Fiscal Policy: Inflationary Consequences. Debbie and I believe that the sharp increase in 
inflation over the past year was triggered by excessively stimulative fiscal policy combined 
with ultra-easy monetary policy. President Joe Biden’s American Rescue Plan (ARP), 
enacted on March 11, 2021, provided a third round of pandemic-related relief checks to 
millions of Americans. The checks amounted to “helicopter money.” The resulting inflation is 
boosting tax revenues as well as the net interest cost of the debt: 
  
(1) Outlays. The 12-month sum of federal outlays rose from $4.6 trillion through February 
2020 just before the pandemic lockdowns to peak at a record $7.6 trillion during March 
2021 (Fig. 11). This series fell to $6.2 trillion through last month. Federal spending on 
income security rose from $0.5 trillion through February 2020 to a record high of $2.0 trillion 
through March 2021 and was back down to $1.1 trillion this March. 
  
(2) Receipts. The 12-month sum of total federal tax revenue peaked at a record high of $3.6 
trillion during March 2020 just when the pandemic started (Fig. 12). It dropped for three 
months to $3.1 trillion, before climbing to $3.4 trillion and holding there for six months, and 
then quickly recovering to a record $4.5 trillion through March of this year. Leading the way 
higher has been individual income-tax receipts, which have been boosted by inflation.  
  
(3) Debt and net interest. While inflation boosts federal government revenues, it also 
increases the government’s net interest costs on its debt as interest rates rise along with 
inflation. The amount of publicly held marketable Treasury debt outstanding rose from $15.0 
trillion during February 2020 to a record $20.9 trillion during February and March 2022 (Fig. 
13). 
  
Net interest paid by the federal government totaled $394 billion over the 12 months through 
March. That implies that the government paid an average interest rate of 1.6% on the $23.9 
trillion in publicly held marketable Treasuries during March. 
  
Here are the net interest costs at higher average interest rates: 2.0% ($478 billion), 3.0% 
($716 billion), 4.0% ($955 billion), and 5.0% ($1,194 billion) (Fig. 14). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgFcCW2FkyDd78nLSpW922C6q4NwqVnN6-CdxJ_RtgwW1DWCMH9lnwL7W2ZlFdP3PcwVZW6rPp3X4RGKnQN8tHZxMqXF68W8fnqR_5B9hfmN1N6Q_JmkkKMW1BGx6j1gg6R1W5KGtJJ8cvJttW3tSTN_5HFvKrW1PPcW39cFmgKW2KNWKM6VQ4YkW44yjkg5NySh5Tknld6l66rtW8ps8gF6HPJ5QTQmMN76YWYvW4bgrvb5n_D7ZW4cRVHQ830TKFW1vdh0K8lvYKfW67VcQx6VxFNR3cxs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgB6PN46xnGDp1JsCW7xDvBV6BRK39W1CmGGL5Mqlm9W9gJb7B2P3hwZW6h15mV2lgF_NN5S6VzP81gZFW6Zmf0X7kxLjQW4PTjSp7jwhYkW595myG3ylrS9N7H0SN3WGRP0W74vdkx4S2_lmV2qMbS6BSJdbN1lzf671DTFmW7YmcLz25tq94W9jZ8rf3QsknNW6g-04x98ClpXW6m1Tsz5FYTQdW28mkl05Vkfv4VG-K574QJzJRW9kxrRG8FDbl_W3nCCLF2TVL1sW34vCWN6RvGCx3qn51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgQ2RW5fxpKQ6qwj6qN1BrxJRnndhHW3zx8xG7Sk2jbW34RmLj4vzs7gW1Knc8W2Mb84QW6GyQWj6FGJWmW2x_dZG4F4ft1N8P4xPh8cFqGW5PFCh9628XbLW2J5zn43NB0DtW2tbCnr9d2MZkW99Z5fN1-THrPW5M7f645Zy6RSW6PrSRK8BL-T8N2Z3dGnkwMTjW20pxGq74p18jW59MRhv5sxbbhW7pQPf58cvkS3W8RzdjV27nRzFVw3ncM4mWNM-V40wk79kQ9tPW55ZzVV6Yb1Lr3kZY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgQ2RW5fxpKQ6qwj6qN1BrxJRnndhHW3zx8xG7Sk2jbW34RmLj4vzs7gW1Knc8W2Mb84QW6GyQWj6FGJWmW2x_dZG4F4ft1N8P4xPh8cFqGW5PFCh9628XbLW2J5zn43NB0DtW2tbCnr9d2MZkW99Z5fN1-THrPW5M7f645Zy6RSW6PrSRK8BL-T8N2Z3dGnkwMTjW20pxGq74p18jW59MRhv5sxbbhW7pQPf58cvkS3W8RzdjV27nRzFVw3ncM4mWNM-V40wk79kQ9tPW55ZzVV6Yb1Lr3kZY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgRKzN8j8sw156MXQW6nwy1790Xnz_W4WJJM96g07x4W17Jx8012vB4jW83dSbr3_3-jdW7tKSmY8dnLxRN6Bsp2n--q6NW2Xw5sR82B7J7W704Xk61bpc_CVBhw5k20s0phV_rLWp918wq1W4WjXL86XhpGfW4FZS9_9jt0bwW8Jlbqx42FpvPW2GFJ0-5gyDfKW6MNW3X5J3BLsW1ZBNgR4RK_P7W51rjtx5fz9c9N41l71JvTMTlW6dGQlH4XR0qCW6mgNQ91zdTrbW25dvZD4Cnysq31fL1
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Movie. “Super Pumped: The Battle for Uber” (+ + +) (link) is a fast paced, well written 
docudrama about the meteoric rise and fall of Travis Kalanick, the founder of Uber. His 
biggest booster was his original major investor, Bill Gurley, the head of Benchmark, a major 
venture capital firm in Silicon Valley. He along with fellow board member Arianna Huffington 
did their best to keep their boy wonder from spinning out of control. But at the end, they had 
to participate in his downfall for the good of the company. Gurley and I briefly worked 
together at Deutsche Bank in the late 1990s. He was a smart gentleman back then and 
remained so according to the portrayal in this Showtime series by Kyle Chandler. Joseph 
Leonard Gordon-Levitt does a great job exuding Kalanick’s high-energy entrepreneurial 
spirit and disruptive persona. 

 

Calendars 
  
US: Tues: Housing Starts & Building Permits 1.75mu/1.83mu; API Crude Oil Inventories; 
IMF Meetings, Evans. Wed: Existing Home Sales 5.80mu; MBA Mortgage Applications; 
Crushing Crude Oil Inventories; Beige Book; IMF/World Bank Spring Meetings, Evans. 
(Bloomberg estimates) 
  
Global: Tues: Japan Industrial Production & Capacity Utilization; Japan Trade Balance - 
¥100.8b; China PBOC Loan Prime Rate. Wed: Eurozone Industrial Production 
0.8%m/m/1.5%y/y; Eurozone Trade Balance; European Car Registrations; Germany PPI 
2.3%m/m/27.9%y/y; Canada CPI 0.9%m/m/6.1%y/y; Nagel. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index posted its biggest drop in 
five weeks, falling 2.1% last week to 9.1% below its record high on December 27. The index 
ranked 40th of the 48 global stock markets we follow in a week when nine of the 48 
countries rose in US dollar terms and the AC World ex-US index dropped 1.1% to 12.5% 
below its June 15, 2021 record high. EMEA was the best-performing region last week, with 
a gain of 0.7% followed by EM Eastern Europe (-0.4%). EM Latin America was the biggest 
underperformer with a decline of 1.6%, followed by BRIC (-1.5), EM Asia (-1.4), EMU (-1.1), 
and EAFE (-1.1). Jordan was the best-performing country last week, rising 6.0%, followed 
by Pakistan (5.0), Turkey (4.3), and Hungary (0.9). Among the 23 countries that 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgzT0N7PkX4-VnwCvW4YfFWr77rBgCW1KzGrW98ttj_W7bCB4x2V0MhfW5bjMPT5pkqwGW2ZsC3637d-MNW97wL3N7nWn21W320T_c3cXSc_W1WcP-78-g3n-W6Xfp5J8qq7x3W2MzjVD7sghxcW4RBchx3Y6_8rW4ZgLRN2VSHRTW6142jw7tGNlGW3-Scpr96hVXvW5p84LJ9fXDKjW8VDfpW5SNGfZW5vX9TG6S0_wQN8_F7YYQV_FNW53fSqD5cH52LW63bNvV7BQ9wlVr6FTg3x2QND34jh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgTxJN7PXMBq5xNqbW6bhNR96zTpFKW6Z9kcr6Jk7sNW3rKhLR7mgrHBW2GRsG44qcnDHVh1lqS3MFPG3W59HfZ_6_-KNFN6RmBZbF6vQ0W4hGTCJ3CcJygTNfH24cVqf1W4S4Njs6_F8YwW24K-yJ4d1XdYW4V51ft7wNHWGW1P_29Z1Wn4PDW6rqVqT8qTrKdW2qfZPB14TnxDW1BJ_YP42yBgpVR73qC1BskMbVqTt196GRqymW1ZJh6b3SYd3JW7djp5F1gRrjcN7x_T0d9drh936nz1
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underperformed the AC World ex-US MSCI last week, South Africa, Egypt, and Denmark 
each fell 3.5%, followed by New Zealand and Sri Lanka with 3.1% declines. The US MSCI’s 
ytd ranking dropped one spot to 29/49, with its 8.5% decline barely ahead of the 8.6% drop 
for the AC World ex-US. EM Latin America has risen 21.5% ytd and is the only region 
outperforming the AC World ex-US. The laggards: EM Eastern Europe (-79.6), EMEA (-
22.5), EMU (-15.1), BRIC (-14.8), EM Asia (-11.4), and EAFE (-9.4). The best country 
performers so far in 2022: Colombia (32.9), Brazil (29.8), Chile (23.8), Turkey (21.9), and 
Peru (21.6). Apart from Russia, in which investors have lost 100.0%, here are the worst-
performing countries ytd: Sri Lanka (-62.8), Hungary (-28.2), Egypt (-28.1), Ireland (-24.1), 
and Austria (-23.7). 

S&P 1500/500/400/600 Performance (link): LargeCap was the only one of these indexes to 
fall last week as MidCap edged back out of a correction. SmallCap was the best performer 
with a gain of 0.9%, ahead of MidCap (0.4%) and LargeCap (-2.1). LargeCap is now 8.4% 
below its record high on January 3. MidCap ended the week 9.7% below its record high on 
November 16, and SmallCap improved to 12.4% below its November 8 record high. 
Eighteen of the 33 sectors rose last week, up from seven rising a week earlier. SmallCap 
Energy was the best performer for the week with a gain of 4.5%, followed by SmallCap 
Materials (3.7%), MidCap Energy (3.1), MidCap Materials (2.6), and SmallCap Consumer 
Discretionary (2.5). LargeCap Tech was the biggest underperformer last week with a 
decline of 3.8%, followed by SmallCap Utilities (-3.1), LargeCap Communication Services (-
3.0), LargeCap Health Care (-2.9), and LargeCap Financials (-2.6). In terms of 2022’s ytd 
performance, all three indexes are down ytd and swapped rankings. MidCap is down 7.5% 
ytd, less than the declines for SmallCap (-8.4) and LargeCap (-7.8). Eight of the 33 sectors 
are positive so far in 2022, unchanged from a week earlier. Energy continues to dominate 
the top performers: SmallCap Energy (56.1), LargeCap Energy (43.7), MidCap Energy 
(43.2), LargeCap Utilities (6.3), and LargeCap Consumer Staples (2.5). The biggest ytd 
laggards: SmallCap Consumer Discretionary (-17.8), SmallCap Tech (-17.1), LargeCap 
Communication Services (-16.3), LargeCap Tech (-15.7), MidCap Consumer Discretionary 
(-15.7), and MidCap Tech (-14.0). 

S&P 500 Sectors and Industries Performance (link): Four of the 11 S&P 500 sectors rose 
last week and seven outperformed the composite index’s 2.1% decline. That compares to a 
1.3% decline for the S&P 500 a week earlier, when five sectors rose and seven 
outperformed the index. Materials was the top performer with a gain of 0.7%, ahead of 
Industrials (0.4%), Energy (0.3), Consumer Staples (0.2), Consumer Discretionary (-0.8), 
Utilities (-1.1), and Real Estate (-1.9). The worst performers: Tech (-3.8), Communication 
Services (-3.0), Health Care (-2.9), and Financials (-2.6). The S&P 500 is down 7.8% so far 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgP3rW5D24ZJ3zpbTcW4Mntp33GQh28W5whXKD7kMX8MVYC85X402D7xW4c3Jl996g_HNN96l4-YDh66VW4VrZGc3lsK5BW2h5zw611jVGvW61pZdD8c4PgcW1V62Gf79DMgHW8YWKPK2HqfYXW2RF9G82HJLyLN5KJtZ1Kgh66W83c3hd81-P1nW1V9Lq370PSpMW1y88RS1v_79kW2JgQn44BZFH2W3tBD3W7mWQ0cW2DY-m52k-qFVW6vm-7z8nRZJ_W6PBLSX3NDR4hV1-BY86Pk4WJ3dTQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgKJFW1DzT4v27FdVJN583pkbdv1MRVkLssJ275Mr_N8q1bBZfCD8CW1JfP844H1FztW4Hrk0n1Z5g-7W7RZm71101-ZqW1MJhbJ3L6TDTW2r6bBs1YnDK8W3ZBm_26qrmmFW5Wypqq861_8HW6rLcPN2MbwRlW2L8yHx2-8kDCW8kTLqN7h45MzW3w72j64RHT2HW8T7RWC3_DyGrVNffpj3SKMl2V8DBMw6dh4d5N1z6yF9yScTSN3FlWtwR0bzVN4xtWz7CFLkcW78vM453qQ2cD3cfG1
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in 2022, with three sectors in positive territory and eight ahead of the index. That compares 
to just two sectors positive ytd and seven ahead a week earlier. The best performers in 
2022 to date: Energy (43.7), Utilities (6.3), Consumer Staples (2.5), Health Care (-1.7), 
Materials (-1.8), Industrials (-5.5), Financials (-5.6), and Real Estate (-6.1). The ytd 
laggards: Communication Services (-16.3), Tech (-15.7), and Consumer Discretionary (-
12.7). 

S&P 500 Technical Indicators (link): The S&P 500 fell 2.1% last week and weakened 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma) for 
the seventh time in ten weeks. The index closed below its 50-dma for the first time in five 
weeks and closed below its 200-dma for the eighth time in ten weeks. It had been above its 
200-dma for 81 straight weeks through early February. The S&P 500’s 50-dma moved lower 
for the first time in three weeks as the index fell to 0.5% below its 50-dma from 1.4% above 
a week earlier. That’s up from a 23-month low of 7.5% below its 50-dma in late February 
and compares to a 27-week high of 4.9% in early November. The index had been mostly 
trading above its 50-dma since late April 2020; in June 2020, it was 11.7% above, which 
was the highest since its record high of 14.0% in May 2009. That compares to 27.7% below 
on March 23, 2020—its lowest reading since it was 29.7% below on Black Monday, October 
19, 1987. The price index fell to 2.4% below its barely rising 200-dma from 0.3% below its 
rising 200-dma a week earlier. That’s up from a 23-month low of 6.8% below its falling 200-
dma on March 14 and is down sharply from 10.8% above its rising 200-dma in early 
November. That also compares to 17.0% above in December 2020, which was the highest 
since November 2009 and up from the 26.6% below registered during the Great Virus Crisis 
on March 23, 2020—the lowest reading since March 2009. At its worst levels of the Great 
Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on October 10, 2008 and 
39.6% below its 200-dma on November 11, 2008. 

S&P 500 Sectors Technical Indicators (link): Six of the 11 S&P 500 sectors traded above 
their 50-dmas last week, down from seven a week earlier. Consumer Discretionary fell 
below in the latest week and joined Communication Services, Financials, Industrials, and 
Tech in that club. During late February, Energy had been the only sector above its 50-dma. 
Six sectors have a rising 50-dma, down from seven a week earlier. Consumer Discretionary 
joined Communication Services, Financials, Industrials, and Tech as the only sectors in the 
falling 50-dma club. Looking at the more stable longer-term 200-dmas, six sectors are 
above, unchanged from a week earlier. The five sectors are trading below their 200-dmas: 
Communication Services, Consumer Discretionary, Financials, Industrials, and Tech. For 
perspective, at the depths of the Great Virus Crisis in April 2020, Health Care was the only 
sector trading above its 200-dma. Seven sectors have rising 200-dmas, down from eight a 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7Cg-gwW8LNXy64sJ8_VW1NjF4z2Gmp3DW3rpJ-C5TpP7wN8_wFRy85_G_W3YgC7j2RnRgPW8kdPFH70KG8lW9hMNnj1JCw2KVMdnXs8W1h5HW5FWCfV5Vs-YVW855ztc168BW4W1kJ6WC2YLgF3W5R9hGV1q5pd2W1gZ6RN8myW76W7nLk-V3TNwH1W5tjPPM5MGXp9W78pjQx3Ff3_7W7svkdr3t5yPKW75GR8Z1Pvr9fW3lYShl8-Dm85W7fqxNl8ntn89W4L79Sp8Zckz5W5-1zVr8q40r334ld1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgJJGVnPZn95nj9S2W2l1KjM1RK5YzW6s2QQD45bDPDW5rP-Y19d9ZW8MzJnVxdKV8yW8lr3QF8LrdcqN2XgFj1NZx1NVc3K4B2kN-c1V8Bbvf2lyW18N2Qt6_l4NQbLW2DZGBj90ytYBW9dmzd02rMHmXW6-4NbK4LyyyVW3PDFrQ33yXglW7SYZ4C7-_9shW6nnQcf5bfnDLVQWfmN3NgGWkW8VfshV5252SQW6GlN5S94tJHCW5GgPSg5yLjTbW5YYhBp1bHTcgW98S0t51P6dmw3kK31
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week earlier, as Tech turned down in the latest week and joined Communication Services, 
Consumer Discretionary, and Industrials in the declining 200-dma club. 

 

US Economic Indicators 
  
Retail Sales (link): March retail sales rose 0.5% to a new record high, though higher 
consumer prices show real retail sales fell 1.6% last month (using the CPI), following a 
0.4% dip during February. The control group—which excludes autos, gasoline, building 
material, and food—slipped for the second month since rebounding 6.8% in January to a 
new record high, contracting 0.1% m/m and 1.0% over the period. Of the 13 nominal retail 
sales categories, 10 rose during March while three fell, with higher gasoline prices boosting 
gasoline service station sales to the number-one spot again last month and several other 
categories also getting a boost from higher prices. Here’s a snapshot of the sales 
performances of the 13 categories during March as well as the performances versus a year 
ago and relative to their pre-Covid levels: gasoline stations (8.9%, 37.0%, 53.4%), general 
merchandise stores (5.4, 5.2, 23.3), electronics & appliance stores (3.3, -9.7, 2.0), sporting 
goods & hobby stores (3.3, -5.1, 39.3), clothing & accessories stores (2.6, 7.3, 19.4), food 
services & drinking places (1.0, 19.4, 13.8), food & beverage stores (1.0, 8.4, 21.0), 
miscellaneous store retailers (0.8, 13.3, 33.6), furniture & home furnishing stores (0.7, 3.6, 
23.0), building materials & garden equipment & supplies dealers (0.5, 0.6, 32.5), health & 
personal care stores (-0.3, 1.4, 11.9), motor vehicles & parts dealers (-1.9, -1.2, 26.7), and 
nonstore retailers (-6.4, 1.8, 37.7).  

Consumer Sentiment Index (link): Consumer sentiment unexpectedly rebounded in mid-
April from a decade low, as consumers anticipate a strong job market boosting wages, while 
Richard Curtin notes, “perhaps the most surprising change was that consumers anticipated 
a year-over-year increase in gas prices of just 0.4 cents in April, completely reversing 
March’s surge to 49.6 cents. Retail gas prices have fallen since the March peak, and that 
fact was immediately recognized by consumers.” The report mentions that the shift in gas 
expectations might also be partly tied to Biden’s announced release of strategic oil reserves 
as well as the relaxing of some seasonal EPA rules. The expected inflation rate was 
unchanged at 5.4% in mid-April, while the expected rate over the next five years held at 
3.0%. The Consumer Sentiment Index jumped 6.3 points in mid-April to 65.7 after tumbling 
11.2 points (to 59.4 from 70.6) the first three months of this year; it peaked at 88.3 a year 
ago. The expectations component soared 9.8 points to 64.1 in mid-April, after tumbling from 
68.3 in December to 54.3 in March—the lowest level since fall 2011—while the present 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgT3yW1ZRVjP8lvRNnW5YTTlx8pbL4dN1PnWmvt9Fx1W66N5N68sHtVYW8v79Ff5NX93TW3ct5cQ91H2dGVHR9s161X2Z0W7MYNly2kdlMfW98DR_g3hr7DCVYf4hc9m1yccW64yR1X15nnFNW34CgpH62NHS8W35Cjz669KBCTW7HKJzL1j1b2yW76ZlWh4Nq5f0W8XWjXl5P_49_W3NtYFt9bNyH2W5kY0hx6f918LW2vGlvM7m08yrW2DTxVl2y4YkzW2Rpxfk8wxlyvW4gg9074T-fmZ3mL21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgMGgW2Bs8g92-qnyYW4RrfDg4LRTvJW6mJSLS6lJS6TW1H74CF8XTSl1W1KBsfM1Hx989W4n3M2T3YlXKmW31Lz6W6SpySmW4ThVLp7rtnKxW70L0pL3mxF36M7kRqb5JDcFVWqPMF3sWtrcW3MCZ-F4XmDnkN823WN0GJSF6W93T-PC2llz1TW4-qSjh95G_L6VRSvFh9dGvRsW1GXNZ_6RZRNGV7k8968pTGchW47Z-9F4Rwd9kW7VS2BM3Qq5yjW5v2hJ16-RjPmW81PLGJ8qh3WY3fkS1
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situation component was little changed at 68.1, after falling 7.0 points (to 67.2 from 74.2) 
the first three months of 2022. There are fears that the recent increase in sentiment could 
be short-lived—as the economy faces headwinds from both the war’s impact on the 
domestic economy as well as the potential of another new Covid variant.  

Business Sales & Inventories (link): Nominal business sales in February climbed to a new 
record high, while January real business sales (reported with a lag) also rebounded to a 
new record high, after remaining stalled around last March’s record high through December. 
Nominal business sales advanced 1.0% in February after rebounding an upwardly revised 
4.1% (vs 3.7%) during January from December’s 0.7% shortfall—which was its first decline 
since last May. Meanwhile, real business sales jumped 2.0% in January—the biggest 
monthly gain since January 2021—after 11 months of ups and downs (five and six, 
respectively) from February through December of last year, culminating in a 1.0% decline 
over the period. Real sales for wholesalers continued to soar in January, advancing for the 
seventh time in eight months, up 1.9% m/m and 7.9% over the period to a new record, while 
real sales for retailers rebounded 4.7% at the start of this year, after dropping 8.7% from 
last March’s record high through year-end. Real manufacturing sales continued to move 
sideways for the eighth month in January, after a string of declines early last year, and is 
down 5.1% y/y. Meanwhile, the real inventories-to-sales ratio (1.39) moved back down 
toward its recent low of 1.38 in January after edging up to 1.41 in December; it was at 1.45 
last February. The nominal ratio ticked up to 1.26 after falling from 1.29 to 1.25 in January; it 
was at a record low of 1.24 in November.  

Industrial Production (link): Industrial output in March reached its highest level in more 
than 100 years—going back to the January 1921 start of the data! Despite supply-chain 
disruptions and shortages driven by the war, headline production rose for the fifth time in six 
months, by 0.9% in March (more than double expectations) and 4.7% over the period, with 
manufacturing output up 0.9% and 4.5% over the comparable periods to its highest level 
since summer 2008. March’s gain was driven by a 7.8% surge in motor vehicle & parts 
production, with the total number of autos produced climbing to 9.75 mu (saar), the highest 
since January 2021. Still, overall auto production remains subdued, 3.5% below its pre-
pandemic level. By market group, consumer goods production remains on an accelerating 
trend, jumping 1.4% in March and 22.7% since its April 2020 bottom to its highest level 
since July 2008. Over the comparable periods, consumer durable goods production rose 
3.9% and 96.5% to a new record high, while output of consumer nondurable goods climbed 
0.7% and 10.1% to its highest levels since April 2018. Meanwhile, business equipment 
production climbed 1.8% in March and 51.5% since its April 2020 bottom to its highest level 
since the end of 2019. Within business equipment, production of information processing 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBG3q905V1-WJV7CgDFDW9c1sn15h7rZtN3x-QlK2SrGXW4J2T-L5ZRkjyW85cfPK1ttS2dW8q_bZ06n1cx4W2Kf6C47Rr3JJW4VDm_d8fz2mJW26MQBV1mFHhyW1LXp8b1Cj2qZW8CLH7Z65TpHfVH1NvF70P764W1MJxH17LlcZhW8gLX8q57PshPW3V8-GB3R113BW1T7w4Q6-66pVN84J7xW2ryS7W5TPH7G2dJbFlW7Jq6Pd1YjCK9W4H5gcV3Jbk2rVDZKsv317QLWW4yLmwh3W2Pj-W200chl7f6LzXVYwyk28JKlKSW5zq2hm6_rXKF3jZ01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgXMXW75qGBQ7Nqd9CW2wMkgv1kwLtkVvjMwL49DbkGW4yz_bM3Y43d9W73xzwt8BQJC8W8nS6cl72rP0-W5LHzVB7WXxbjW3y_3hX4QCC1kW2HqBQL4GL_-RW7GXqb975-xDYW4kCR3t1snhPLW1rN6pj6X_SYtW53SYtc1yPqHjN4Grqt1hYWBxW22MXfG7wj2D3W6Yl0Cv6cgFmWW7fsYrX8NcWl_W5s4Zjr25-Z2tVsDltM5r-ScjW3wV_mg3rt4xDN12KzT7fn8pWN86Nq0FG436x3pqr1
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equipment continues to reach new highs, though March’s gain was a subdued 0.1% after 
February’s 1.8% surge, while industrial equipment output remains on an upswing, jumping 
0.9% in March and 34.7% since April 2020 to its highest level since January 2015. Transit 
equipment production remains in a volatile flat trend, with March output rebounding 5.2% to 
the top of the range, turning the yearly percent change (1.6%) positive for the first time in 
seven months. 

Capacity Utilization (link): The headline capacity utilization rate in March jumped to its 
highest percentage since January 2019, with the manufacturing rate the best since the end 
of 2007. The headline capacity utilization rate climbed for the third month from 76.3% in 
December to 78.3% last month, with the rate 14.9ppts above April 2020’s low of 63.4%; it’s 
currently 1.2ppts below its long-run (1972-2021) average. The manufacturing rate climbed 
from 77.1% at the end of last year to 78.7% in March—3.2ppts above its pre-pandemic level 
and above its long-run average for the first time since August 2018. The capacity utilization 
for mining jumped 1.2ppts to a two-year high of 79.5%, while the rate for utilities ticked up 
from 75.0% to 75.1% last month, up from 71.6% a year ago—though both rates remain well 
below their long-run averages.  

Regional M-PMI (link): The New York Fed has provided the first glimpse of manufacturing 
activity for April and shows business activity in the region moving from contraction to 
expansion, though firms were noticeably less optimistic about the six-month outlook. April’s 
composite index rebounded 36.4 points (to 24.6 from -11. 8) in April, as both the orders 
(25.1 from -11.2) and shipments (34.5 from -7.4) gauges followed suit. Unfilled orders (17.3 
from 13.1) continued to increase at a steady pace, while delivery times (21.8 from 32.7) 
lengthened—though at a slower rate than recently. Labor market indicators show 
employment (7.3 from 14.5) increased at half March’s rate, while the average workweek’s 
(10.0 from 3.5) pace was only a third of March’s. Looking at prices, the prices paid (86.4 
from 73.8) gauge jumped to a new record high this month, while the prices-received (49.1 
from 56.1) measure retreated from March’s record high. In the meantime, optimism 
deteriorated substantially, with the future business conditions measure plunging 21.4 points 
(15.2 from 36.6) to its lowest reading since April 2020 in the depths of the pandemic. 
According to the report, longer delivery times, higher prices, and increases in employment 
are all expected in the months ahead, while capital spending is expected to remain firm. 

Import Prices (link): Import prices in March posted another big gain, recording its biggest 
monthly gain in 11 years as the war in Ukraine boosted petroleum prices. Headline prices 
jumped 2.6% in March and 6.3% over the three months through March, lifting the yearly rate 
to 12.5%—up from 1.0% at the start of 2021 and the highest since September 2011. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgPCXW8MB4j917pt0wW3hZjpC2pjg6tW6rVCPF6bRb6SW6vwvqp3ZlJl0W1nxCLp6ZMh68W8w-zrC6sxBZsW1KCpRS61DLV5W1B64_z8GfnSHW3wljcb4MQXZzN6YsK5MM8Nk0W1rCrQ118DdBXW2rpvMM8Mg3z3W9clk6q2_sw_JW42WFST1CXpx4W6hVJfQ7WCF1lW3wLxg06ry2XnW2m37_c8jLqXZW3ClsqN6FwVV8W9lbwRB6TtY2xW9kG3Mw4N0p_mW71wBcH73GTMGW6NDD8855_VGD32Ts1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBG3q905V1-WJV7Cg-w4N8P2Gs2TFc5qW48mWL56sMFC-W9jsXx46rfgdgW9b-8gr2VlTvBW1m1ZrJ67g6qTW4XGm6-3_D9R1VrXc671ngGC-W7VBSzT2XN-L_W3MDyfb1Rt5rtW3ZJQHZ5rV8L4W3MjnsN7cs2JzW44Py698MBsDfN6zqpgq1VCrVN8cryhkqfLxGW5shWkw2xf4vdW4Xfwjb2-CgWpVtD7sT3tct01W7Hs53340FkJyW8RFT4M6_jj3_W4GbyZn1Fy7swW81BNL94w_d7bW27fpnW598xCFVjhCX925FkylW8BtyL84H5fWT34F-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXhqw8vTMT1W55B1dn94shHHW97gBTk4J1whBN2ZRHBm3q8_QV1-WJV7CgWGcW6mqCMF3h0C6BW4tHBH_6XJ55NW8Vyg606mtj20W4lbRqG90vz8tW8W0vN-39txfCW7hRwNr6gH03SW3hcwlg2rPNv2W51jhwQ2WkxqLVJfD_02G0Q9LW2T3bS48_tFvSVCQxSH432lbLV9mcpf6lsHxJN5XpyKFGFXBZMqR64SGKFrnW43-7wf28VZ5kVg8h177LRJ5sW6lTPkv7cf-p9W6_Wgg81-QTd-N5DWJxZB19tfW5JsXVq7V-jJjW64T0_77jYd3kN5B21Y3N90LR3l-F1


 

13 
 

Imported fuel prices shot up 14.6% in March alone and 67.4% y/y, with petroleum prices 
rising 16.1% and 66.5%, respectively, over the comparable periods, though both are below 
recent highs. Nonpetroleum import prices haven’t posted a decline since October 2020, 
climbing 1.1% in March and 11.0% over the period. The yearly rate accelerated to 8.1%, the 
fastest 12-month pace since mid-1988. Meanwhile, food prices were little changed in 
March, up 0.1% following gains of 1.6% and 3.3% the prior two months. The yearly rate 
slowed to 13.4% from 15.7% in February—which was the highest since July 2011. The 
yearly rate for industrial supplies & materials imports accelerated to 37.7% y/y in March, 
remaining below May 2021’s record-high of 55.2%. The rate for capital goods has been on 
an accelerating trend since bottoming at -2.0% y/y in November 2019, climbing to 3.4% this 
March—which is the highest since fall 1992. The rate for consumer goods ex autos (3.0% 
y/y) is the highest since the end of 2011, while the rate for autos & parts (3.1) held steady at 
its highest rate since February 2012.  
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