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Corporate Finance I: Profits & Cash Flow. Corporate America is in great shape. 
Corporate profits and cash flow are at record highs. Profit margins are at or near record 
highs, and that’s despite rapidly rising costs. Corporate balance sheets are flush with cash. 
A great deal of corporate debt was refinanced at record-low interest rates over the past two 
years. 
  
The main concern facing most businesses in America is a chronic shortage of labor. 
Businesses are responding by spending more on capital equipment and technologies to 
boost productivity. They are also doing that to bring their supply chains closer to home, as 
global challenges have forced managements to move away from just-in-time to just-in-case 
supply-chain management. 
  
From time to time, Melissa and I like to review the latest developments in corporate finance 
from a macroeconomic perspective. Let’s do so now, starting with profits and cash flow: 
  
(1) Corporate profits. According to the National Income and Product Accounts (NIPA), pre-
tax corporate book profits (i.e., as reported to the IRS) during Q4-2021 remained at its 
record high of $3.1 trillion hit the previous quarter (Fig. 1). 
  
Pre-tax corporate profits from current production includes the Inventory Valuation 
Adjustment (IVA) and Capital Consumption Adjustment (CCAdj), which restate the 
historical-cost basis used in profits tax accounting for inventory withdrawals and 
depreciation to the current-cost measures used in GDP (Fig. 2). We sometimes refer to this 
concept as “cash-flow profits.” This measure also remained unchanged at its record high of 

 
Check out the accompanying chart collection. 
  
Executive Summary: Today, we roll up our sleeves, lift the hood, and take a close look at the 
mechanics of corporate finance. … We show how corporate America’s record levels of profits and 
cash flow are deployed. … We also show how a lack of understanding of corporate finance has given 
rise to some blatantly false notions of progressives—e.g., that share buybacks drive better stock-price 
performance and that money used repurchasing shares and paying dividends detracts from what’s 
available to spend on workers and capital investments.  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgZJ7W8Kp8rl500wHtW3PvPHZ1G8R_KW7nLsJM5qS9-HW42QC693kBfSZVhdZZW98QG86N6Y_JDD_YD2CW6485KK1VRYhBVBPVlN8vBR91W3Tyydv2BrtdBW1DRC1v5_r16fVSTJfD8vxs_LW7cjkR34xdyqZW4c77WW8Sf_D4W3CRN6y8JJLWQF5Wxcbg9Z66W1XWdTF23TCPXW2CNTjR1RvYYDW2pPqhw6tJZRnN86XHfZT2V1fW4m9b3h96dXGBW6n5TZ_4ZkNDGW8rVWZq6WmK9d3lGM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgFbzW3hhdnd4mnbQBW5LWKVJ1R_V68W7WcSQT1Qn2B4VL1c4M3drpXnW7YFK3h2pNNFRW4fqj6R4qHNZ9W5ts9qX6HbtxXW7Fm48S3kvXSrW8Nr00c51kZ6fW5_TCg51wB3grW2BD2z_67Cd9qW4DdqLS3wD3-BW79KkQN947W7CW1TV5B_1ND5DFW39pmpC2tXJb1W76RP_q8yJR4mW6ZtCwx6bBzFQW8t9Txs8Xvm64W3nzLxg4pPJ83W78yvkc8VWp2HVr2pR_5fNj_NW5gstYN7Pk4f43csM1
https://www.yardeni.com/pub/cc_20220420.pdf
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$2.9 trillion (saar) on a pre-tax basis at the end of last year. 
  
(2) Corporate tax rate. Corporate profit taxes totaled $409 billion (saar) during Q4-2021 
(Fig. 3). This series includes US federal taxes and taxes collected by other domestic and 
foreign taxing authorities. Yet the effective corporate tax rate was 12.7%, near recent record 
lows and well below the federal statutory rate of 21.0% (Fig. 4). 
  
Some of the discrepancy between the two rates is attributable to S corporations. Their 
profits are included in NIPA’s measure of total corporate profits, but their limited number of 
owners pay taxes on the dividends they receive. These taxes are included in personal 
income taxes, not corporate profits taxes. 
  
Nevertheless, the effective tax rate for the S&P 500 companies, which all are C 
corporations, was 16.3% during Q4-2021, also well below the federal statutory rate. 
  
(3) Dividends. During 2021, corporations paid a record $1.5 trillion in dividends (saar) during 
Q4-2021 (Fig. 5). NIPA includes an almost identical series in personal income. Dividends 
paid by the S&P 500 rose to a record $549.3 billion at an annual rate during Q1-2022. 
  
We have previously estimated that the S&P 500 companies account for about 35% of 
corporate dividends and other C corporations account for 25%, while S corporations 
account for the remaining 40% of dividends, based on 2017 data. The dividend payout ratio 
of all corporations has fluctuated around 60% in recent years (Fig. 6). The payout ratio for 
the S&P 500 has fluctuated around 40%. 
  
(4) Cash flow. Undistributed corporate profits is equal to after-tax profits from current 
production less dividends (Fig. 7). It remained at a record high of $1.1 trillion (saar) at the 
end of last year. It tends to fluctuate much more than dividends over the business cycle. 
  
Corporate cash flow rose to a record $3.2 trillion during Q4-2021 (Fig. 8). It is equal to 
undistributed profits plus consumption of fixed capital, or economic depreciation, which 
totaled $2.2 trillion at the end of last year. That’s about the same as tax-reported 
depreciation. 
  
Depreciation is the decline in the value of fixed assets due to physical deterioration, normal 
obsolescence, or accidental damage. In business accounting, tax-reported depreciation is 
generally measured at the historical cost of the asset, whereas in the NIPAs, the economic 
measure of depreciation is measured at the asset’s current cost. We like to think of tax-

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgNzYW5dYdb04ZmrqFW3sj5t12lCGh5W2fRMg-8-f7SKW174bvR4XkMp2N5q5VzJDn-LqW6Bx2jg3fBNLDW1xBjmK8MFdGnW4v1c7L3PpCscW8094-f2yzBjTW2BD60g3bYc1HW5-CPDZ43Pg-rV52sT95SX5sMW8W6pT08DFbtYW3kl2T93m1pn1W8bSj7l2ngVPLVClCln6rFXb7W2GHHGb1sZSsWN4TNDYbBGn5BVr4xNG5z1fmMW2jCVzp4_cWzcW8MZXMh8sLbWpW4BwKCp1gF1f039tS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgMGXV5zMQV7nf6SvW130lMt177M5cN941DSmtd0xbW9j572-7LgHq0W5dsYHY1HK7KJW3d6BX-2bc5XLN6-SCnJh1-YWW5QcHTn9cPpgWW5Dd-zs6WB91NW604xyf1V5N_9W9c8LN93RVRxGW1ssQqH26qXmmW1rkFHl10XhqGW1Z7Phc8mvDsKW78CK-49hxLxMVBy7BJ3LbzfrW4M-QRN4Rxcl5W22Tg2C3FPPh0W54qthl72msr_W1NpZTv8Zd1-KN3tNpS56n9kyW45h_z41SBLMg3b1-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgCcPW72q73X4tGHtTN3PZfg0FqGN7F2DBFgfwfPyW643kh922CVv-W2CGrNZ1zjjPWW7VGrtH6_VjR9W6nzjpL57-TJNW5yyYYg7W-tcnW2QtPqt33Wd2SN56zN_xZd6R4W6M1c727JWykqW1tmH7D5y96_3W4ZfKKv9jQ5SGW87CTPk6mWWt9VrwPL91kJ8QJW4xRBG14qSr3HW4W86hR8h9yylW327n6D8YnMQFM75Nq6PWwgfW8x8gRY14RtLQW7rYf8m5vNNgWW4-YKC63FRlgl34Cj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgTl5W2YyrbB6VD7h7W48mlTR3NZvpDW3c3xnZ6w5yH8W3zjC_r5cBWpbW2-vF7n4LpsNkW58kqnK16DzH0W2xRqdd7tYHVlW84sWps1fNVNrW2QxFyM4-PWK6W1bLhnf429mmmW8ydd6R7VRd26W8Y2s-g54T6mSW17Nt7b6-Gm80W2Vl4tq5CVxCZW2_4zH86T8C_JW4jKyTL50dFdmVS029j4yJttrW419J4H5sXbT6W5-DmCQ2rNQhFW7xZ6HL2zYD-vW4wjk205-3MvRW5YzyVS83z2X_3lg-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgF9WW8Wk5bM982l-zN76q9bB300vhN5RQzV8WGvJfW9d8Nzv5ysQWDN141BmRJJ32MW1vtSTr3NdZcKN2wh072J43TfW28_mtK13Mcl0W1gR1dg8vgCylW3GR3Gb3VKh06F2n-GPSQRKrVF-JG57mGfFSN4SySqwgpkYQW58PwH26MZ5kZW8tDzS31DgwP8W61_nCL2Yk5vvW4P6wDb37wFYlW9jVZwh8xXdNrW7KynGh6-NV3lN7JKTttX1YV5W7fxbjK8B5TG1W6Nd8Y267dkkq3kDX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgC3RVq9KTm5NLfZtW4yrGDj7T9g49W76M5rg4-D75qW2Yzkw75Fp3PrW7RV-QM4YLD50W43-_7V7vPhBnV90Vnc373m7rW70MbdR7DpVYYW1dZJLw7cjMDFW84vP-83lcyZrW2rNV957MXM8FW87l7hB5hnBGxW543b552BWRTDW7WMXxp8zN8bnW1gCFQx3GZt-MW3KFJ3m5Gw4ZrW93sGcr4vGPwcW4WrckN33SwLZW6k1_jK30FFF3W7K0GKT5yb3MRN42prfPBL3JNW1_JDQT76qby_3htS1
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reported depreciation as a huge and legitimate tax-shelter. Depreciation is a substantial 
cost of doing business that warrants sheltering from taxation, to ensure that companies 
have enough cash flow to replace worn, obsolete, and damaged plant and equipment.   
  
(5) Profit margin. The NIPA data are often used to calculate a corporate profit margin series 
that divides after-tax corporate book profit by nominal GDP (Fig. 9). Joe and I prefer the one 
for the S&P 500. However, it only starts during Q1-1993. The NIPA series starts in 1948. 
The two series are reasonably well correlated but have sometimes diverged. Currently, both 
show that the profit margins peaked during Q2-2021 but remain near their record highs. The 
S&P 500 margin peaked at a record 13.7% during Q2-2021 and edged down to 12.8% 
during Q4-2021. 
  
There’s a much better fit between the S&P 500’s quarterly profits margin and the index’s 
weekly forward profit margin (Fig. 10). The weekly proxy for the quarterly series shows that 
it may just be starting to flatten out in record-high territory. It was 13.3% during the April 14 
week. 
  
Corporate Finance II: Buybacks. Progressive economists and politicians frequently rail 
against corporate dividends and buybacks, claiming that they have accounted for roughly all 
after-tax corporate profits in recent years, leaving no money for capital spending or better 
pay for workers. That complaint indicates that they know nothing about the simplest 
accounting principles in corporate finance. Dividends have always been paid out of after-tax 
profits, and the payout ratio has been relatively stable over time. Most corporations need to 
pay a growing, predictable, and competitive dividend return to attract stock investors. 
  
Joe and I previously have explained that buybacks that are used to reduce a corporation’s 
share count are paid for out of corporate cash flow and/or bond issuance. So they should be 
compared to cash flow, which includes undistributed profits. Comparing them to profits 
makes no sense whatsoever from a corporate finance perspective; it only makes sense 
from a political perspective, as it’s an expedient way to press a progressive political agenda; 
otherwise, it’s nonsense. 
  
We also have observed that a significant portion of buybacks (as much as two-thirds) may 
be related to employee stock compensation. Those repurchases are made to counteract the 
dilution of earnings per share that results from the issuance of stocks to employees and are 
accounted for as compensation expense, thus requiring no financing out of cash flow or 
bond issuance! (See our May 20, 2019 Topical Study titled Stock Buybacks: The True 
Story.) 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgSvJW7BVqRf1yjsxdW50Hvs59bNy1BW1_PK9M6QK_MTV1vzwc4RrTHVW5hR2Hq5d3d9JVjJ08C4TMnz-W2mglN21g8KCTW2wyjLw4mFRTGW7CvJDT2001jdW6YWQyd6ZRvc2W2CX9n-21qqNRW3fk0hg5bQYsGW6WY3_z5hx3DHW5LV6K08LYrpsW67ffgf7Hf9qqTZ7Rd3j8f_7W9f15zF8Wj_4bW2NTNFH7MtqH5Vs55bb5_Xf43N1tTLqmygCxgW9brsVV5xjVyqW5bQ-Z77L_MJK34dv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgRYQW3VXgbX6_PmnnW4k3LxT8CWfs5W91x2zk1tP02QW7yYdrF71Mp0NW8N_KF65w2_89W7NPFWH4Dyp8mW19pt-770lp5MW719QHk1XMNYVW3XNGz06b4rpgW5sccT25m-t-MW5NG7rz4_Kp5_W3h024N6M0hqcW1MGT3Y3D8l6NN3qJ2SF57X91W4LZMgv3T8psZN4xTGKzq05kBW8R81ft6Tmp37W6qJ_Xz3Jp8lVW29y-RK75LgZMW8Lbs0125vLTRW5yVt0p8PCfy6W5KMgYd2VYFcF34WM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgHNXVmMlX44Zrk38N784PW2m0nz0W5s-s7V1gtFnzW8b_j3c54p6KhW7Cbfkd1SgyT8W3lSKhG8wPdPCW425Hjb5nHLrnW2gDD2f2kk_71W3RrsBG6XXRPsW5MpLDz4jJRQvW6kDxw4922ZmnW7C67vL6Gtw41N7k544v7SjLNW7_-8-Y4j_2g1W3bK5105hm5vGW5ZfVwX98pq-YN4Mk8cDR4TGBW1_QtfB3jTLRtN8Rw1Kyl6cqKW4FC4N91f595dW698nM97H8lfhW8hm2ZC98ddwH3kN11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgHNXVmMlX44Zrk38N784PW2m0nz0W5s-s7V1gtFnzW8b_j3c54p6KhW7Cbfkd1SgyT8W3lSKhG8wPdPCW425Hjb5nHLrnW2gDD2f2kk_71W3RrsBG6XXRPsW5MpLDz4jJRQvW6kDxw4922ZmnW7C67vL6Gtw41N7k544v7SjLNW7_-8-Y4j_2g1W3bK5105hm5vGW5ZfVwX98pq-YN4Mk8cDR4TGBW1_QtfB3jTLRtN8Rw1Kyl6cqKW4FC4N91f595dW698nM97H8lfhW8hm2ZC98ddwH3kN11
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Here’s more: 
  
(1) Aggregate vs per-share earnings growth. Our observation helps to explain why the 
spread between the y/y growth rates of S&P 500 earnings in the aggregate and on a per-
share basis remains fairly consistent, with the two not diverging much despite the hundreds 
of billions spent on buybacks every year (Fig. 11). 
  
In recent years, from 2012 through 2019, the spread between the y/y growth rates of S&P 
500 operating earnings per share versus operating earnings in aggregate averaged just 
1.2% (Fig. 12). During 2020 and 2021, aggregate earnings rose faster than per-share 
earnings. In 2021, the difference between the two was 2.9ppts, even though buybacks 
totaled a record $881.7 billion! 
  
(2) Buybacks in perspective. On balance, buybacks reduced the share count of the S&P 
500 by only 8.6% over the period from Q1-2011 through Q4-2021, or less than 1.0% per 
year (Fig. 13). Over this same period, buybacks totaled $6.4 trillion (Fig. 14). That may 
seem like a lot of money, but it isn’t relative to corporate cash flow and especially relative to 
the labor compensation that much of it represents. As mentioned above, a significant 
portion of buybacks is necessary to avoid the share dilution that results from compensating 
employees with stock. 
  
During 2021, buybacks totaled a record $881.7 billion. The S&P 500 share count ticked 
down just 0.1% during the year. Corporate cash flow was a record $3.1 trillion during the 
year. Compensation of employees—including wages, salaries, and supplements—totaled a 
record $12.6 trillion. 
  
(3) Performance vs share-count change. I asked Joe to update his analysis of the 
relationship between buybacks and the stock market performance of the S&P 500. He 
looked at 455 of the 505 issues in the S&P 500 with share-price performance data from Q1-
2011 through Q4-2021 (the 50 issues not included went public after Q1-2011). Joe found 
that the stock prices of all companies rose an average of 446%. The 187 issues with 
increased share counts had a higher gain of 542%, while the 268 issues with decreased 
share counts rose a lower 378%. 
  
That was a little surprising but not unexpected. We surmise that companies with higher 
share counts over the past 10 years issued additional shares primarily to finance M&A 
activity and internal growth. The additional capital raised by issuing shares was used to 
pursue better opportunities for revenues and earnings. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgBXVW7tRgWz67Pd-bW3NL2qJ77pZl8W6BKv_P2_DzVfVMlGNM1cpDccW24xr2m4jWwvtN4p6WRbl6GZHW4P3hYG6F4gKBW99y3Kj7hkfwpN6D53K2kBP0gW3lzRYM5y-L0kW1VbbBn5gwlkcW44sNp_65PHwrW7lmymd8rS9gjW4Q9-9h6vPJvsW2zgvQG45n3-yW32kBPQ8HFk_7VhFVTB4nZcQXMYV-rDyGKFKN3mcs8TnnzCPW2YMGJm7XX44hW688jyX4w3TBBW7K1Mty8lGGVT33DG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgNc6W5Sq7kS5Z1nk5W1t3n9z5bqX2gW8f-DKj25wWfRW4bvHc97Rgd-DW6ZTKNw1Bkh2CW3ZGjnt7llSPSW6NjtD94c5jr9W3S7YtJ8Gg2WLW3SfCBr2v3X2ZW7MvM814QWT6PW4T7B5K5Qzd3jW56wjwc9d80BkW95pXgm5c1hHdN4l5qWyM67F6W7tW8dn50sbsGW7b1bBN5fqdw4W4yDk398f8R2bW6C-ZWr1gWMfmW4M8V7d1SyLcpW7kBmQ86hZ1d5W7DXqrV6FR3v8W5v9Mgb1MzkZx3l7j1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgCw5N5ndkBg1mRkhW5zX8w21lP07SW1_MXv71XcxNwW4cYG2y479pvcW91ZJyw6z_dh5W35dqln7hG-D3VnjGLb1v6fQvVCY1zJ6kPC27W7m1RY25T-q7SW3-2KnF5bZX8XV70sTB5dDRDCW4rmR-j3Xw7LdVnX1sp6H3N-6W7jrbX131NyfGW3_N4fK8r3qdFW7zbzN38VX1-2W3TkhLL3dJ9vpW8x8pwC3PtW8tW32x_Tk20wGHcW4ymRNB1ptL37W7_J2fq1cL7S7W7LpzfM7p3_GS3jJ31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgHFkN4N8d5l7zTt3W7wthK62_vLR9W5VYy1Z65Z_jZN3jFN1q5YcjSW31kCXb7pXfvkW2HprCC5XwmL8W1-cK7F3XzRnPMrWw9R_xPwhW75dxFy4xXDzbW11wm5t9jSTS-W3WgH-X80RfmhW5dY5RW2KJtpLW8lYcM-88bhNLW3H8vNW5NLnVfW8m-PlM1x4sDlW5PTRhK62pFtWW80nPyZ1xdqbhW2jmMR_7RrQGVW8cSB6B5pMwSSW3vrYN31gW02TW3lCZP623t_g6W3G59_G2R5wxh34Rf1
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Looking at the companies with share-count decreases (and increases) and grouping them 
by degree of change in share count, Joe noted that their average price change was worse 
(better) the greater the percentage of shares were removed from (added to) their share 
count (Table 1 and our S&P 500 Share Count Changes Q1-2011 To Q4-2021). 
  
(4) Sectors’ share count. The S&P 500 basic share count peaked at 308 billion during Q2-
2011 and fell 9.2% through Q4-2021 to 280 billion. Here are the latest percent changes in 
the share counts since Q1-2011 for the S&P 500 and its 11 sectors: S&P 500 (-9.2%), 
Communication Services (14.0), Consumer Discretionary (-12.5), Consumer Staples (-
12.4), Energy (7.9), Financials (-15.9), Health Care (-7.5), Industrials (-12.1), Information 
Technology (-23.9), Materials (15.8), Real Estate (55.4), and Utilities (25.1) (Fig. 15). 
  
Corporate Finance III: Capital Spending & Worker Compensation. Progressives often 
charge that buybacks and dividend payouts are occurring at the expense of spending more 
on workers and on productivity-enhancing investments. Again, this argument rests on the 
mistaken notion that since these two forms of shareholder payouts together equal around 
100% of after-tax profits, there’s no money left. 
  
In fact, there is plenty of cash flow to fully fund capital spending, which has been on the 
same solid uptrend for many years, rising to another record high at the end of last year (Fig. 
16). During Q4-2021, the cash flow of nonfinancial corporations (NFCs) was $2.7 trillion 
(saar), well exceeding NFCs’ capital spending of $2.3 trillion (saar) (Fig. 17). Furthermore, 
inflation-adjusted compensation per employee (using the household measure of 
employment) has been trending solidly upward for many years (Fig. 18). 
  
Corporate Finance IV: Securities Issuance & M&A. The Fed’s Financial Accounts of the 
United States includes lots of data tracking the activities of NFCs in the capital markets. 
Here’s an update for 2021: 
  
(1) Equities. Last year, NFCs’ gross equity issuance totaled $508.8 billion, including initial 
public offerings (IPOs), seasoned equity offerings (SEOs), and private equity (PE) (Fig. 19). 
That matched the previous year’s record high. 
  
The Fed also compiles a monthly series of IPOs plus SEOs, which totaled $170.1 billion 
during the 12 months through December, down from the record high of $232.9 billion during 
April (Fig. 20). The difference between gross equity issuance and the sum of IPOs and 
SEOs is probably mostly PE, which totaled $332.3 billion last year. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1n13q905V1-WJV7CgJRYW3K_3Yh8cSm37VD1yKt4h3TLPN4qDFnLKqlm8N4VMqYbbht7XW6qq6nm3-dVKrW4v0JDw5Zd7kkW6VdBML4gL0HRW7DpCjh7QdTk0VZTMV81DkykrW709QCF55q1FFW4C_Sc96VVKSBN6T-PjH4fCSsW23D9mY3dgFy8W7QjBwn9clw_hW8rlKFG4fMwMmW31P3RJ78ZjZqW27L9tH49D7wZN4w7sszWLwrLW8HD3Dm31CrLfW5cFzFf13v-v6W3ZrXBF3XqX0_V5yMl33-9ztzW2Hfxn03_FpsFMbbcwwLK9j83q8r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1n13q905V1-WJV7CgBCbW2DvJpw8K_FN4VKPBdb6XxsqxW7Bg9yQ2xBDchLHf8cmCN6LVTcjdG3mFbZGW89tk6P83dzG9Vy8qwF4pHlvqW6mFyzw5XLb9JW524XQk1JLN7CW8bKR0R2XzJ6vW79qyyw8GPYB2W1l4yK_5ZFbBXW5pJycC6hJk9yW4LQpqG73qwG_W4kysBY4M38C7W3PXk2W4WgwwwW47RQmm8S9GNzW4D0tsY1mfp3DW712JvJ3fDJc3W1sQR2D1bkj1HVWL5N22h7M4HW3ZYHhk45JbMCW7Nh2p8948s1nW5Pc7G36fbXCW366F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgCSRW6Y07y_4XlvmWW4vnfy_5DnwTbVsbkGn96SqSgW8SsXcn41Y36fW76FKj27krgN1W3-cpjL5fJyFVW621h5-88MS3zW3k8s8V4G_2Z0N8wN5m6KhD2MW324VDC4kXdf7Vw5Nvx5pF24MN5mwhp_Rskk8VRYsMp5KPzNMMQ_ZHvy-xqgW6TKZyR41brqtN5QcRQ355BymW3VmTM62-dVnxW6dpqhY8SJt_qW4RNcxH28J8-WW9fpHp81LxcPmW4Mpndw6GRXHFW2XC3wc2GTBX-2g01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgS-RW800d-5282J80W5dCcYD5DcHNsW72LpTS5_QHp9W6dpSlK2RgfvcW8VKY6G5Lq2y7W3190hL691tNKW3grsRt4xMfCcW24PW0b3577CyW2kRLqT5CTQCsW3HSfj490fK8mW27N9fh8tG_wtW2yFWvP6QqWQ2W1xF7W947TkkTW3B4kcb4_g427W53_yBr7w4-hqW83WJpR4ybDH7MdtXHcKmqjFW2K_4WV6c38JzT_TqT5FzcG6W3_JJkw4sY0-zN6pg6JB9nPf4W1_95Yn5nwRtx3cfx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgS-RW800d-5282J80W5dCcYD5DcHNsW72LpTS5_QHp9W6dpSlK2RgfvcW8VKY6G5Lq2y7W3190hL691tNKW3grsRt4xMfCcW24PW0b3577CyW2kRLqT5CTQCsW3HSfj490fK8mW27N9fh8tG_wtW2yFWvP6QqWQ2W1xF7W947TkkTW3B4kcb4_g427W53_yBr7w4-hqW83WJpR4ybDH7MdtXHcKmqjFW2K_4WV6c38JzT_TqT5FzcG6W3_JJkw4sY0-zN6pg6JB9nPf4W1_95Yn5nwRtx3cfx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgZQKW64qxLT1ZJC_-W10wYVT95B_7_N6jgp2m3KTvMV4sQr_4mNX56W2y39bn25TVMmW8qh3Kc27r-l2W2TsByR3R4ClqVv1Z971H43kqW6QPThb61GSP_W8d_9Vx1pRg-CW24_qs35dY130VKqqkB3hH8TKW1JNwJ_25Bw_NW1n4dYr3ykQgQW5LV1w47Qmt2ZW90Jvc-5qVRCbW3VGzpf1DSZ5XN1-zLg7MFdvVVBbdCy5_81HRVyKQgV8WXG0PW2lf_lr1m3vSGW4fD6j02sZGqk3gz21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7Cg-f2W5k7N4V2PfVw4MPtx_Gbxm4CW3kkQGR8x8VSQW2T3fzC8f-h3gN2mNQPCR0_4hVbmzf377NV4_W4J6h8L9f5bkpW6JK9qH82F79YW87Y1mB51K6DsW24Rj-B1y4nh8W2km-wB6zz2mnW1Tb1_p6RTf5TW81DRdg25qYDmW6MQbVr5YvbQ3VRLLwS6SvmG8W43jhNh4TZsw0W2pC06q8JT8BYN6DdMBjcxJH8W6lDJPH74hBZbW5y0vBZ8nFmL9W1LbJgX7cB4HZW1bhhXl25Mtts38Rd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgCJyW6VHrzY4KPJW8VtcpPx1CftwtN5NVZHsQPVn6W9gwsxB46zcRfW6XZlCf3ghRLTW8DpQQR6MsYmDW3bV_2d6XBtsqN2b8F4T1SwYXW4mt0lV3LbgtjW4MFk_m5zqshlW9hQjpY5YzZ7TW19y2f266Y2v1W8hCRmp5JPsztW7c5z9K59hKcgN2dX2lGSFTwZW7N3TpB4jzK49W6cd5j63-M5Y_W3vcGPN5gv81PVcT2qT5Xm0vPW56GSlg8lzkb2W3LznFg1dZb8kW8TSlGD1f_y6Q32z41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgCJyW6VHrzY4KPJW8VtcpPx1CftwtN5NVZHsQPVn6W9gwsxB46zcRfW6XZlCf3ghRLTW8DpQQR6MsYmDW3bV_2d6XBtsqN2b8F4T1SwYXW4mt0lV3LbgtjW4MFk_m5zqshlW9hQjpY5YzZ7TW19y2f266Y2v1W8hCRmp5JPsztW7c5z9K59hKcgN2dX2lGSFTwZW7N3TpB4jzK49W6cd5j63-M5Y_W3vcGPN5gv81PVcT2qT5Xm0vPW56GSlg8lzkb2W3LznFg1dZb8kW8TSlGD1f_y6Q32z41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgZmlW1D2WbX2pMFhrW1CWGY57qNTx9N83_c-_1hLj0MXR8kB2S4MNVK2NxS581-R4W90kLYS7L4GhwVQcY2p7G0CT2W4y57Tz3X9qnFW3M8sqd4s3f1KW45bxsh42rhy3N4Yx86PVqgSNW30Xmhz3S5VFyW4tMVJG9fs05cW6Q5DmS1p3znrW52shB66lsDpQN8_ntc_Fy_YgW77r6yw8wCRvvW7qYGqL82grl8W6tdzkt5MStgcW3dq2Dm9bgZp6W59BRZG6cVJn7VPcxjm5M-X9c3pMn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgVslW3sRRx716lgrLN1hRDV58dVmkW56VLgv4f59-RW8pd8kq8pF2BFW8T7Qg03ZnPwnVmkgYM62fH-6W2BjMHf93KB7RN2Ly6FBNqhdKW3vXGQr7tt6jrVBy3Hr1DtfXLW48_qcb7s7_gtW8-XvBS2mnJ8SW7GswcT4jThGbW2mjfXF4g_v5-W2b-QJd164j4WVqrNjx6B3s9HW2DKGSx4H5gJHN31g1TjxpPBwW7_zwpv2RjY0tW1gxd6M8d6tDwW7LTy4H8YsWr3W3gG3Rb7SZ0gY3dlh1
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Equity retirements totaled a record $1.13 trillion last year. Of that, stock repurchases 
accounted for a record $604.5 billion and M&A-related equity retirements accounted for 
$529.0 billion (Fig. 21). 
  
Net issuance, which is the difference between gross issuance and retirements, totaled -
$625 billion last year (Fig. 22). It’s important to note that the Fed’s accounts do not include 
employee stock plans. So it’s impossible to assess how much of the repurchases reduced 
the share count or offset stock issuance by such plans. I’ve brought this issue to the 
attention of the folks at the Fed but haven’t heard back. 
  
(2) Mergers & acquisitions. Joe recently updated our Mergers & Acquisitions chart 
publication with data compiled by Dealogic. M&A activity in the US slipped to $515.6 billion 
during Q1-2022 (Fig. 23). The Russian invasion of Ukraine and rising interest rates probably 
put some deals on hold. We still expect that this year’s M&A activity in the US will remain 
around last year’s record $2.6 trillion pace. 
  
(3) Bonds. Over the past two pandemic-challenged years, NFCs raised a record $2.4 trillion 
in the bond market (Fig. 24). That’s gross borrowing. Net borrowing was $0.4 trillion over 
the eight quarters through Q4-2021. These numbers imply that a record $2.0 trillion of NFC 
bonds was refinanced at the record-low yields of the past two years (Fig. 25). 
  
Corporate Finance V: Balance Sheets. Finally, the Fed’s data show that NFCs’ short-term 
debt divided by their credit market debt is relatively low around 30% (Fig. 26). Also 
comforting is that their liquid assets divided by their short-term liabilities matches its 
previous historical high of almost 100% (Fig. 27). 

 

Calendars 
  
US: Wed: Existing Home Sales 5.80mu; MBA Mortgage Applications; Crushing Crude Oil 
Inventories; Beige Book; IMF/World Bank Spring Meetings, Evans. Thurs: Leading 
Indicators 0.3%; Initial & Continuous Jobless Claims 180k/1.455m; Philadelphia Fed 
Manufacturing Index 21.0; Natural Gas Storage; IMF Meetings; Powell. (Bloomberg 
estimates) 
  
Global: Wed: Eurozone Industrial Production 0.8%m/m/1.5%y/y; Eurozone Trade Balance; 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgFsXW27S29L7xDhg9W7S8Bv42qJgYfN3Nfc-kGJQ3QW5lgtXg1X3RTnW4zmWWd6SG20_W60gsgt9h02LdW1TRGph90Wb7XW5Xxwy671gWTBW8zwVnH2J3f1zVf3D7y5qLJLrW1XN3135kGcf7W5kkKMQ4ghYdRVN-P183F45kFW1kyZC58D9kZtW92YfJ08t1DscW3r5khZ4xx-s5W59PpYW1RBF1jW3bBMWn3fC5KRW1Ps5LS6nLj5VVs-0rJ7_y--wW24n9vT4WQYZJVJHyDV4RfJZx35CG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgDzdN4WvMzXNwP7NW8-mxzY3Kkd7sVTb5K66_B72GW249r115rY2SYVBcCFd4F-K49W72fVNJ34gH-FW8-ldf23h78MLW5pVqV864kr8fW8w-p__3CGfr8W5ygmcB7x_pV-W6gz9bz2Zk5P0VvYkd987Kjz8N1tLqRZ4sJhDW6CgQDm82ttZSW7RnR_f45_B3WW8qPKg2512200W8l4Yq38wmn-yW6xYsWH5j53pXW7J5ldV2Y0FbcW1s0qT55nL5ccW415C4m8Nd0YWN7HWfsPv_qMr3gB41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgZdcW5LqknL45VfY3VP8Z4l8x7ZcdW4RHbqG79FP8mW1fpTB757ls0KW8X5Hnx3xsGpKW41R5sJ4rfCNHN6QKtpnQsqNGW80khyt6c9LcRW678LtP7TcwVqVPpv1L3pqKVpW96fHnX6PFPp1W1qcPMn3tv7kzN7pfyjc49vHJW6crNBT2MTrBdW5v_HwS7HgjHyVg-NfC3VGX3XW999mVX4Bf6HjW20HM6d8qxlPPW6-Gs228RxpnpW1yLyJ51Vf6DnW19995t3rCB0kW7fbHFB392wyk3nrx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgW6LW32Mxy68983vGW5QMKSZ7wmvVHW8vfQpf8wV9KVN6PlHwcVQT9sW8YWHky2ttJmLW2Z2wBL3yG0KxW24mpYZ2Bn9xBW7VyCH37Gbf_TW1y9gSJ3BL-2GW2z7MbZ73B5jqW5R2lFV6klmJ_W9g_KNr3mPrMyW6MdWDX7NktnlMYnklxWRzpSW3Wv5VK8wz67zVRQJ9W59w5KDN5xLWkyJwlJLVLJy_d5mgg75W39sWD-7BxpSKN4hbkBRrpH9dVHdR2z7GScSJW1NxKZP2Z_vBp3bWn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgTg-W13JV-998ndhLW5ssdCg9k-dLwVvSN_28JHbvZW49W3QV4jmRd6V61w5j3Hk-dGW6jQkJn7L99N_W73n9cl89bT5-W2VMnpD3Ql8G2W6tQqFp6-cVTjW5dfxVY6zBY76W40MtGf4RKmvPW6kWPys2bpK7MVL9mmV4zShDgV2tsPy7PR6N2W6TPzM57tLdk7W8MFvDM5b16x9W1rZm2B5Z0QX8W1mwLV97FsvHKW81zXlW7ggjM7N14zr60g8C3BW3tmn1j2zTqb0W7cqxnH1FJspc3mZw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgNnrW89G60s2Fh_4ZW8SLKZb1GdJBBW7Krr229h0GX5W10MDqX83T2VwW3MTpnw3NJFtNMKjYmyLSDFNW4N-xWp6Nxfj9W5btxx55qVJmVW2fY7Wt22h2N0W98n4L89gW1fVW5xJT3c62Tk1tW2xk6F95FB590W6hj4r44gdPS7W3WrWRl8VP4wyW7-4R2938D7MCN7bGR2XSl--hW5f4Q4j46SV9QV8hFxP4QLZ5pW8Mx29N3SR7XCW1Gtj5233P810W5rZVnw3pvyD7W25VbRj2W_HFP32Zp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgVxWW1WlVHX1btC6yW7J84Xp7QQgfyW3krj7w4f01NPW5vHKfP17Z0l_W64F1698bbQgkW3Jx91b2qkt2bN22h8LkKHRghW3lgF2w8NJrmCW3k_MYM3l8_ZXW9lfl788JN8HJW29fmmV3HN2NQW5jzz-Z11py9DW3-3nqX6ltRq4W45G2DF7XhhB_W8GQmfL2VG6dvW8nv3-y2-QSdwVTdGYd8VMYVqV2HfX17xY6nnW95wzDM353wxqVZggB13v5ndgV-gl7X2VtyXmW2SXntT19ph-C3pMJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgXBnW4K024h3d1zVhW47VJ863MGzHzW4BPK8Q2r3NmjW1bTcrt5J6SF-W4CR8K87Vdl7jW2DwQXn3hWLtZW30QH8z8WdZvsW59S89k1gLXRnW1BzxXv7SBVwMW1GhQGw5X6F1jW5QphG-3qVkXmN4_5qRN1xfVjW6k88BT5YjjJ4W2XLsSm6vxlVjW4lqMDm59Gxt-W4dwZNy3-xmbFVgFzk15FC28kVvqZGG8GRkDhW41pYBn4nLSlfW879ksG6Jgv-NW8YpX3M8vTtWmW2CRMxZ4JvLMH3kKS1
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European Car Registrations; Germany PPI 2.3%m/m/27.9%y/y; Canada CPI 
0.9%m/m/6.1%y/y; Nagel. Thurs: Eurozone Headline & Core CPI 2.5%m/m/7.5%y/y & 
1.2%m/m/3.0%y/y; Eurozone Consumer Confidence -20.0; France Business Survey 105; 
UK Gfk Consumer Confidence -33; Japan Core CPI 0.8%y/y; Japan M-PMI & NM-PMI 
Flash Estimates; Lagarde; Bailey; Sweeney; Mann. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Two of these three these indexes had forward 
earnings at a record high last week. LargeCap’s was at a record high for a 16th week after 
dropping for a week earlier due to index changes. MidCap’s was at a record high for a 19th 
straight week after dropping 0.1% below at the end of November. SmallCap’s dropped for 
the first time in five weeks to 0.6% below its record high a week earlier. It had been steadily 
making new highs until mid-December, but then dropped 1.4% below its record by early 
March. In what has shaped up to be an extraordinary V-shaped recovery, LargeCap’s 
forward earnings has risen during 95 of the past 99 weeks, with the down weeks due to 
Tesla’s addition to the index in December 2020, Amazon’s earnings shortfall last August, 
and index changes in September and December. MidCap’s forward earnings is up in 93 of 
the past 97 weeks, and SmallCap’s posted 89 gains in the past 98 weeks. Forward earnings 
for these indexes had been on an uptrend from November 2019 until February 2020, before 
tumbling to a bottom by June 2020 due to the Covid-19 economic shutdown. LargeCap’s 
forward earnings has risen 65.9% from its lowest level since August 2017; MidCap’s is now 
up 131.0% from its lowest level since May 2015; and SmallCap’s has soared 187.2% from 
its lowest point since August 2013. The yearly change in forward earnings soared to cyclical 
highs during 2018 due to the boost from the Tax Cuts and Jobs Act but began to tumble in 
October 2018 as y/y comparisons became more difficult. In the latest week, the yearly rate 
of change in LargeCap’s forward earnings weakened to a 12-month low of 26.2% y/y from 
27.2%; that’s down from a record-high 42.2% at the end of July. That’s up from -19.3% in 
May 2020, which was the lowest since October 2009. The yearly rate of change in MidCap’s 
forward earnings dropped to 40.6% y/y from 40.9%, but is up from an 11-month low of 
39.9% in late March. That’s down from a record high of 78.8% at the end of May and 
compares to a record low of -32.7% in May 2020. SmallCap’s rate fell to a 12-month low of 
45.0% y/y from 46.4%. It’s down from a record high of 124.2% in late June and up from a 
record low of -41.5% in June 2020. Companies have been beating consensus estimates 
quite handily since the Q2-2020 earnings season, causing analysts’ consensus earnings 
forecasts for 2021 and 2022 to improve instead of decline as is typical. Here are the latest 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgNXqW7vjL8c4gmDLnVBnKXR57Mpn6W497ZcR3wbRRyW12hZsZ6YM32CN1dNfQ7dyjyxW50SQYB4LVm-rW1XZRZb4fXMKWW1qkYjD3MYB2JW52ZmZR4BwzYwW3TM4Lb83JNWCW8P8qfR7ByljqW7067vM1lmtxcW5MCD6P6lS71kW94WP4D3t9pjTW7SSyz41flHmDW4C5pfl5rHHdZW6bw3Lq7RM_8vW2nfhLY14Yx37W83vsJt8vwH7nW6SNdth4xg6MjW5h_cKZ4WY6dDW4MX0xc3Z3Jtf3mv41
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consensus earnings growth rates for 2022 and 2023: LargeCap (9.2%, 10.0%), MidCap 
(10.8, 8.6), and SmallCap (9.7, 12.6). 

S&P 500/400/600 Valuation (link): Valuations were mixed for these three indexes last 
week. LargeCap’s forward P/E fell 0.4pts to a five-week low of 18.8 from 19.2. That’s up 
from a 23-month low of 18.2 in early March and down from a six-month high of 21.5 in early 
November. LargeCap’s forward P/E also compares to a 19-year high of 22.7 in January 
2021 and is up from 13.3 in March 2020, which was the lowest since March 2013. MidCap’s 
remained steady w/w at a 24-month low of 13.7. That’s down from a 13-week high of 17.1 in 
early November. That also compares to a seven-month high of 20.5 in March 2021 and is 
8.5pts below its record high of 22.9 in June 2020. SmallCap’s rose 0.2pt w/w to 13.3 from a 
24-month low of 13.1. That’s down from a 13-week high of 16.1 in early November and is 
now down 13.4pts from its record high of 26.7 in early June 2020 when forward earnings 
was depressed. During March 2020, MidCap’s 10.7 and SmallCap’s 11.1 were their lowest 
readings since March 2009. LargeCap’s forward P/E in February 2020—before Covid-19 
decimated forward earnings—was 18.9, the highest level since June 2002. Of course, that 
high was still well below the tech-bubble record high of 25.7 in July 1999. Last week’s level 
compares to the post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was 
below LargeCap’s P/E yet again last week, as it has been for most of the time since August 
2018. In contrast, it was last solidly above LargeCap’s from April 2009 to August 2017; 
MidCap’s current 29% discount to LargeCap is near its biggest since September 2000. 
SmallCap’s P/E was below LargeCap’s for an 87th week. That’s the longest stretch at a 
discount since 1999-2002; SmallCap’s current 29% reading is near its biggest discount 
since February 2001. SmallCap’s P/E had been mostly above LargeCap’s since 2003. 
Looking at SmallCap’s P/E relative to MidCap’s, it was at a discount for a 44th straight 
week; the current 2% discount is up from a 9% discount in December but remains near its 
lows during 2000-01. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022. In the 
latest week, the Q1-2022 earnings-per-share forecast dropped 16 cents w/w to $51.30, and 
is down 1.8% from $52.22 at the start of the quarter. Analysts expect S&P 500 earnings 
growth to weaken substantially to 4.4% y/y on a frozen actual basis and 6.3% on a pro 
forma basis. That’s down from Q4-2021’s 26.9% y/y on a frozen actual basis and a 32.1% 
y/y gain on a pro forma basis. Double-digit growth is expected for just four sectors in Q1-
2022, and three are expected to record a y/y decline. That compares to Q4-2021’s count of 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgP64W2kqnjK8gHqrPW3Y2kFg6-ZnLYW9cBrFh3Dr4PCN4Z53RmbXCZyN5nYr0WdRrhlW9dSx0v3Jk18HW5f73kk6MZyWtW8xkb3x6D4PglW1KtnVh3_M1HZW79VWyv3sCJlkW5-S43F3H74hMW70hrns8S1c-BW6LcC_H94HclZW6ht8qh9gl-_sW5SMQVp1DHmRgW7919f31h2D6wW3F1rgq57Xy-mW4FyTm66tSNPqW6H3yMQ5Zcrf0VQNytc3_cKGqW78xrz-1dC_TJW6CTjGL63P44-33Fd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1n13q905V1-WJV7CgZwbW94dpFQ8tfmRJW3SvYV984d5lYVqM4922pTVVwW389S9d1mQV92W5_BXT44DyR-RVB3stn456M5GN5R5SNNVG2JDW8DKzXg8xWxsXW7NWvzf25YvjZW2YXDrk5PJDc4W8yWWCv8Fr8FZW4pFFtM8vsY8FW7DB--z6xFYbnN68Rjjf6Cf_MW55c31z6b7P5KW40804y7c9kJWW5rnzFQ9jm0PlN3G8L9tNN3_6N9jgn5-6ytcVW4h734j2WkCPXVxnxx28PFKcSW8ppkN76WJHZ7W7b2XqL6v7BHzW3tM21W2XwM3q3pl11
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eight sectors with double-digit growth and one sector with a y/y decline. Here are the S&P 
500 sectors’ latest earnings growth rates for Q1-2022 versus their Q4-2021 growth rates: 
Energy (241.2% in Q1-2022 versus 12,611.0% in Q4-2021), Industrials (37.2, 43.8), 
Materials (34.2, 64.2), Real Estate (17.6, 17.6), Health Care (9.6, 28.0), Information 
Technology (8.6, 24.6), Utilities (7.0, -1.3), S&P 500 (6.3, 32.1), Consumer Staples (2.0, 
7.7), Communication Services (-9.8, 16.6), Consumer Discretionary (-12.6, 54.1), and 
Financials (-19.4, 9.9). 

S&P 500 Q1 Earnings Season Monitor (link): With nearly 10% of S&P 500 companies 
finished reporting revenues and earnings for Q1-2021, revenues are beating the consensus 
forecast by a 1.4% and earnings have exceeded estimates by 9.1%. We expect these 
figures to change markedly in the coming weeks because companies in the Financials 
sector typically weigh more heavily on the early season results. At the same point during the 
Q4 season, revenues were 2.4% above forecast and earnings beat by 6.4%. For the 49 
companies that have reported Q1 earnings through mid-day Tuesday, the aggregate y/y 
revenue and earnings growth rates have slowed considerably from their double-digit 
percentage readings from Q2-2021 to Q4-2021. The small sample of Q1 reporters so far 
collectively has a y/y revenue gain of 7.5% and an earnings decline of 8.9%. We expect Q1 
earnings growth will turn positive soon as more non-financial firms report. While just 69% of 
the Q1 reporters so far has reported a positive revenue surprise, 80% has beaten earnings 
forecasts. However, fewer companies have reported positive y/y earnings growth in Q1 
(59%) than positive y/y revenue growth (80%). We expect to see revenue and earnings 
surprises moderate q/q due to missed deliveries, higher costs, and increased company 
guidance ahead of the earnings season. 

 

US Economic Indicators 
  
Housing Starts & Building Permits (link): Housing Starts & Building Permits (link): 
Housing starts in March climbed for the fifth time in six months, reaching its highest level 
since mid-2006, while building permits remained stalled around January’s level, which was 
the highest since 2006. Overall starts climbed an unexpected 0.3% in March and 15.7% 
during the six months through March to 1.793mu (saar), with multi-family units climbing 
4.6% and 28.6% over the comparable periods to 593,000 units (saar)—nearly matching its 
recent peak of 597,000 units during January 2020. Multi-family starts have jumped 134.4% 
from its April 2020 low. Meanwhile, single-family starts fell 1.7% in March to 1.200mu (saar), 
following a 4.6% gain and a 3.0% loss the previous two months. Building permits ticked up 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1n19kQwGV7Wycr7CgCyyN4D9Fj3w6d0wVL8ckL8McN1pW1dLtgt3jmPZQW2dbQRl66bKGGW4ZLyqh98MYnyW25PNCc7rdzgQW8FBbR04jY0t-W2lKmYp74zTvgW1S7xLZ2r4YbVW7Rznkf9jnrG3W9jKHSK1VyBc8W6QqG6k3ZqwKtW41d78v6QwcG_W1X8nsc87DdgvW5j96Zh3lRR9SW2h9fBg3wyjFHW7nx9kz1rqhlvW1w0YBt5rQdbQN22CXwBtGJ3XW2tnzPM7KSs-_W6mTFWn8gR09pW5ysD484qNHLNW8DxQ1n4sY3hnW53wD9c6LvvgrW7F0LpR5Q8Y8bW4HD-hm7Q4TM9W5hpHT_4Zzqp2W2KN6Wj1CNr6lW3zLM7y3Ty7YXW7g1hDc2PnpHWW4D0ybQ4X9DwpVSCsQJ48B_YpW94Y-K43yg16ZW6-Q4v17Ks573W6lhp-Y2yqfc1VgFBwK2H8ZdWW5CcJVS9fWWtyW1frKs15z0NwjW5CZn_F26l5d7W8Xp7SG678n-VW3fDZt_5hhnWrW989fLz3fs3k5VxDP2x7nl2vMW1fz7nb8MVMhQW5QCVCT3gMTw3W4vN-8k3fMKyzN1WnPjZS3D6pW4j1Znw3tkYSPN4yw3RMtWLFFW3NMCDb7ZvPkdW6XQzBK1KMtlBW22K347686jsfW4PRHqw23sl6PMbQ6797LWPHN6B0DCzTVxkdW4PPhgJ17tP8wN7RkFzrG3jrFW6GJhRj2pydgKN5sjlx550X7WW55q4LK4BSsDsVf_9JV1D1v6pW1C0-cq2F4WRPW5CbxZw3Vs6bpM7HSYYsbnngW3j1cn_8rb02nW2HTXX48ckM48MK1VqMZz4bpW5tG3j65rrzBPW4fcmyR96866gW75hM3y3MBrzDW6xXG3b1Y4WXpMY6MPKRT_yB2pR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWK0lM1_3dSzW6zzz6z1kFHc7W5r_q0D4J46QmN5_C1mL3q8_QV1-WJV7CgBbtW2PXBQN8pRr4kW49tJ9H3M3qJ7W5_HCsm92t5kNW28sWCK85Y3qxW21BGqJ2D7yzwW7fm10K5-Yc3BW5LpLfX3BVY_lW6l3MkF6-WmxGVZXf-F2Svj59W9blcJg5zx1RVW14kfwy6wgn7fW49NX8-37k60BN6_RCpqnHPYCW8pbnzy8rxr_BN5b0B5Xw5d3rN7tPTK0-WhSjV1KDBh4LVspfW1dvNkF4h3cSxW43Yr5K5VgftdW3pkjbJ4NhW38F7zSkh-zvF1W5RzSqm92RCHw3kvT1
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0.4% in March to 1.873mu (saar), not far from January’s 1.895mu—which was the highest 
since May 2006—led by a 10.9% increase in multi-family permits to 672,000 units (saar); 
single-family permits fell for the second month, by 5.4% over the period to 1.147mu. 
Completions last month fell by 4.5%, with single-family completions sinking 6.4% and multi-
family ones rising 1.0%. Data for April show builders’ confidence fell for the fourth time this 
year, from 84 at the end of 2021 to a seven-month low of 77 this month. Builders remain 
challenged by rising mortgage rates and supply-chain problems—which are boosting 
housing costs. “Policymakers must take proactive steps to fix supply chain issues that will 
reduce the cost of development, stem the rise in home prices and allow builders to increase 
production,” noted NAHB Chairman Jerry Konter. Here’s a look at the ytd changes in the 
three components of NAHB’s Housing Market Index: traffic of prospective homebuyers (-11 
points to 60 in April), current sales (-5 points to 85), and future sales (-12 points to 73, albeit 
with a 3-point gain this month).  
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