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China: The Ripples Have Arrived. Covid Whac-A-Mole continues in China, where the 
cases in Shanghai have started falling and officials in Beijing are racing to prevent cases 
from spiraling higher. Forty-six cities are on full or partial lockdowns, representing 24.3% of 
China’s population and 35.1% of the country’s GDP, according to research by Nomura cited 
in an April 27 Reuters article. 
  
Beijing officials started mass testing the city’s residents for Covid more rapidly than their 
counterparts in Shanghai, who waited a month or so after cases were first detected. Testing 
most of Beijing’s 20 million residents began on Monday and has yielded only 12 cases so 
far, an April 27 South China Morning Post (SCMP) article stated. Daily case counts this 
week have been in the low double digits: 34 residents tested positive on Tuesday following 
33 on Monday and 19 on Sunday. Beijing’s total case count stands at 138, and there’ve 
been no related deaths. 
  
Shanghai just logged its fourth consecutive day of declines, with cases dropping 20.1% to 
13,562 on April 27, according to a SCMP article. There were only 48 deaths during this 
current Covid outbreak in Shanghai. Cases in Hong Kong have also been falling, hitting 347 
on Tuesday, the lowest since February 6. The first of three phases of reopening Hong Kong 
began last week. Residents are allowed to visit restaurants, gyms, beauty parlors, movie 
theaters, theme parks, and places of worship. But bars, night clubs, swimming pools, and 
other areas remain closed, reported an April 26 SCMP article. 
  
The spikes in China’s cases have come even though 88% of Chinese residents has had two 

 
Check out the accompanying chart collection. 
  
Executive Summary: With nearly a quarter of China’s people locked in their homes by strict Covid 
policies, China’s economy is suffering, its policymakers are reacting, and ripple effects are spreading 
throughout the globe. Today, we examine some of these effects on US companies with business ties 
to China and on financial markets. … Also: Investors have sent tech stocks to the doghouse, their 
collective performance down nearly 20% ytd, and the MegaCap-8 hasn’t been spared. Indeed, Netflix 
and Meta are down 67% and 46% ytd. … And a look at virtual power plants, making electricity 
demand as adjustable as solar/wind supply is intermittent. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7tm3q90_V1-WJV7CgF2TW8t99Cc4WkbS6W6fRJVN2BL-PKW3pd7xf79Jpj-W7P85r-59YdP-W3tNjjn1WVrBmW2jrsTT5Yxsk-W5cpv9L1Lpt1MW6Sb9QS5vn0LkW2cSrb78hPSr1W4PYM_h7Ww-hqW6ys-4s8PnCHWW2Cvl7z5x0m_JV75wBL1TCgk8W7wjcYp4dGKCQW2GQws-23F3VTW93XrBj5LhwF0W1lkz1q4N7dzXW8wltL82K0-2QVpt5bz2sZ-2lW43vZPQ4KLFZxW45wWD65nWxFzW6B_BXf5JH8L7W19sptN1cL66_V87lFx7XP4-KW82vQS78pk2PbW3JmxsY1vTPJSW77WHJ22Yvq0KW3Gzx9g6sL-byW8pQXdT5wN2y6W3JXRgS5TsHZp3c8n1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rV5nKvJV3Zsc37CgX6yW7pvd_d18VzT1W4QmW9y5Bl9h1V_g_m33Gp1GbW37NQJz5dz-DTW9h9NKZ2zZ-RfW3pCkg51MP0JgW8SFt9C6fMZn3W7m7jj4637bvpW50lwkg3G0jpcW4SFdP76pHrvfW4G7p775BV50wW8468--87hzBkW4Yh4_z3Zwfg7W8kLzbY24jV4gW3YV3Q97V-y1WW2fXv7Z5z3Pq7N6YsjjDrkH_CW7DZrFv19Xf16W98Tvjq2Qf0KDW6hnk6_5j77NfW4Tfzzn33X_gtW8f3BTn2B0XHSW2JtdgR3jmnKyW8pq0s-5CTbBcVkdkdY1WZCGPVP33HB5cxjW6W51SG5F9gb9PlW7TY9pz24Ms8pW1Dmkf8448BDZW72gFsB1SNHKxW1rdr0z2YWHg0W6YgbNJ72W2pjMZbTwkMtspRW79SprH1-cDWsVblFv33pnPylW9bm1Wh95YpNd38721
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rV5nKvJV3Zsc37CgZsSN2n7QhBhSjQlW3nMS-F8TKF3qW99fkXG5nNslWW9138LC42NGgBW8gBRj_3y5Ng0W5wt1jS3WJM2lW6FNFd-5PskQCW8fBWVG4gTyMQW2qK2Y943TCn-W6tnkwj13l1TXW2JxS077PDJpJW2MHP4C4nWSVXW41WwS28tbDxQW2M0Wv653XC1yN3KcPmwyTmc2W83krrv1vBnlNW5R6kxZ3_Ddv5W4yPQ5M81t1_3W7Hm6RH4n9bwqW2rJgyP3g4tcKN1fcGV1TY77NN2pD52q-XRcYN18QmTd-XjvqW8QqYQb5rGsVWW5BnCfS6BBSkHW5Nwdjj5drKNhW8N2D_V882yvWW2q8mPg9c6G5tW861K4J5PC31hW7nxrdQ4Hs8-mN2ZbhHzZ2q_qN6m-dMmYT1wPN2rDDjkMhsBxW8YXQDg4w3q-wW5gQDNv47VlBFW6yNhJk7d9jrN32Pj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rV5nKvJV3Zsc37CgY1QW8k0MKq1413R8W6b6g-r73-qCRW1v9LmC31f2ysVkr_wy3-j017N4z2qCbGkH7SW8vdjgt5CfkFqW6tZcs92N9rmfW17Mz-n9kVtWbW3cZ-VD6tKLg9W69SdNp5_2wRyW8W6xNb1dbKN7W10zKzw1DGKPKN45dspgM3Q1qW2mF-RT8ZVPVvW4dBZhF933tm2W4XTzVD3N5gmZW2TSj2z2wl_l4VxGsHF8RmRSzW2NX7Rc5SJlBJW24rTKm13vDY_W8bsgP97HRX0RW9dFMFY860Gn7W64MxtT7C_2mfW4S3zNm2MHq45W3Bgw-R2YC1XvW3Pm8tj7hBsJxW8mMRhn1ZWzPhV7zc4P7d7HhLW4Cl59D7fKgpgW7Y1j-68d2wZxW29DRkW2yLt7dW2R5D2p2Hc0SPW5b0-Hz8CkC9TW2C8n0s8pM-jYW1FMjMV4lXt3qW4VT6W55-Q26W3kvd1
https://www.yardeni.com/pub/cc_20220428.pdf
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shots of the domestically produced vaccine; but it’s thought to be less effective than the 
mRNA vaccines developed in the US. 
  
The lengthy shutdown in Shanghai has been tough on residents. There are tales of people 
going hungry, of apartment buildings being fenced in so people can’t leave, and workers 
living at their offices or factories to limit the chance of their catching Covid. Let’s take a 
closer look at the impacts on China and on the US: 
  
(1) Damage control begins. The lockdowns across China are expected to harm the 
country’s economy. Hwabao Trust economist Nie Wen estimated a twin Beijing-Shanghai 
lockdown may trim 1ppt off China’s Q2 economic output, an April 26 Reuters article 
reported. And last week, the International Monetary Fund cut its 2022 real GDP growth 
forecast for China to 4.4%, down from an earlier forecast of 4.8% and far below China’s 
target of 5.5%. The country’s Q1 GDP growth came in at 4.8%. 
  
The Chinese leadership appears to recognize the country’s perilous state and has stepped 
on the monetary and fiscal gas pedals. 
  
The People’s Bank of China (PBOC) said on Tuesday that it will step up prudent monetary 
policy to support the nation’s economy. An April 26 WSJ article quoted one PBOC monetary 
policy committee member saying that China needs “more vigorous” macro policies to hedge 
pandemic impacts: “The authorities should ‘make sure the economic growth rate in the 
second quarter can return to more than 5%, which is particularly important for laying the 
foundation for the country to achieve the expected target of 5.5%.’” 
  
China will attempt to boost the economy by increasing spending on infrastructure that 
benefits industrial growth and national security, an April 26 Reuters article reported. The 
focus will be on transportation, energy, and water resources. The government will invest in 
green and low-carbon energy projects, oil and gas pipeline improvements, regional and 
cargo airports, and technology including super-computing, cloud computing, artificial 
intelligence platforms, and broadband. 
  
In mid-April, the interest-rate self-disciplinary mechanism—a top regulatory body overseen 
by the PBOC—urged smaller lenders to lower deposit ceilings on time deposits by about 10 
basis points, sources told Reuters April 24 article. This week, larger banks, like the Bank of 
China and Bank of Communications, announced cuts in deposit ceilings as well. 
  
In addition, the PBOC announced that it would cut the weighted average reserve 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rh5nKv5V3Zsc37CgC-XW2cwWm_7H7mYWW8lD9FP6-7BpRW6_fLyw1--z2-W5j5H5q9k8dfBW3nypHh17BRhYN8CkmqkDZDTcN8k4fNkl7BBdN2Bh8zl2dlKBV-CWrM3tkQw3W20Rncd2WLZyQW4D6dT96NvMvsW6ZqP4s4RXSn6W5R8x9h1xz2_5W3DfHpL98ZtX7W3M2Nt36cldv3W3FhQww8p8VgcW58f9tY2r9fx-W7-khdf1FdSm4W99jJ2Q2n8QJ1N7W3nzrr7YFtW8XbDs61WRTS4W4PN9wW1hrtwKW5bzChf4TbBstV3QFJ47X3xNkW6R5m8x1TDc9jW21NtlR40vpwdMJK_9CfkZGkW85bkjS1S7zFlW4R8pbL1cn2DYW34N_5B58zFxkW2-6SBL2q1y0GW6W6hRP6rK5Vb33qV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rB5nKvpV3Zsc37CgZ8FVxHLcs1Zt5vzN7cd8XvlQQV-W8nj7bW7-TFGtW7MBygP5BgkHKW3VnMvt6hj9GxW5xYltF4N5VylN8zrzbVSdjZ7W9hd4Pr1yGbSHW6Cl6Wj7X1YnjW8MqPf88byyHTW4m_Pcr214s07W7GD1hB4GNwWxW1hhwxG3PVx5BW7HSqrx2Xr0fwVd3tWz8gGdhQW96FnH76j2s4-N7-Ch4XK7lshW4lBjjG4HzhnmVgsxnx4nwh21W3k34D-2zK-BRW7crDkZ90b4pZW5BL0tD6cGVNrW20nG101SZdRLW6xD1dn7MT4p1W9j78JN6vTzjFW5FNlsd4-J4FKW8FSWx16rgbn3Vs7-bC3MGmLLVDv6Rk286Gx1W4g00n23hddlpW8f1Jqj8GnqWhN4j6W7RJZ1YlW3Rx3hD1_MRv1W2Sg8lT6F9FNT3jWN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rh5nKv5V3Zsc37CgWfQW7dxyyP2qP313W7rm8XN2zdbl0W4ClFjR66Mf_JN1D8_2twzXG9VTNfX855HzsQVwDkYC7H4zTjW3B6KJy5-5W_YW5VwPL86tzfBGW8jfqjj4Lp34bW9klnV_5LbpqCM2P20QWvglJW7qlbX_1qhw67W3D42jx1vnCM_W4k8xX48KR-WdW812QYX32CGZFW2DwLMN17_RBvW7bHgtH7V7_JnN4H6kR2Q-T7DW2xKFFM6nxd84W8SmZgd8595jcW5J89m-2cwtZ1V1Thwc5nG4n2W2rb1gv4jSs9wW1sjd267SxpKnW8z51t48pB71HW4RJPsJ2KdQyqVF_f7G8pcPJWVLQ-cz4Fc38qW8C_-fW83JlHTN7sLQVTnmFVsVXLqHw56gzzTW3jT0ky2jC1mB3c921
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7tm3q90_V1-WJV7Cg-wNW8gxqvk82G1H1W7-Byjm3q71Z6W8z6HHV9kKNhyW3whrrr8l5zkQVvfCPv6X-JzyVtw87V7c8YYtV4P9cQ7dcQMNW3pz3yq7lmZ72W55VKSP8B_8kJW13g0t56j-5w3W4Jjj9s9gzG96N8Tjs0Xhv36kMXrDx9-RLTLF2703HFFWyHW2Y_pvg89dXbdW5WT51d1Zy9HXW1dM7Mh3TSzqCVqvDTQ2d85jSVj9sQZ5SzQzGW3xXskT8lxWQRN55kSbJVr8-8VNSXWJ1m6PDlW7G6KlM1NBh6HN4RqCTYkdRmYW6Fw7zN6Dbl5YW1mHlWQ8fq9PpW4ySqb92YDGxYN3h9lgqllzVYW1qTvXF19jdFbW8Q4xb46M0yW53mX01
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requirement ratio for all banks by 25 basis points to 8.1% starting April 25. This follows the 
last cut in December. 
  
And perhaps most importantly, last month Liu He, vice premier and President Xi’s closest 
economic advisor, announced the government would introduce policies that are “favorable 
to the market”—potentially ending Xi’s streak of policies that upended some of the country’s 
fastest-growing industries in technology, education, and real estate. 
  
(2) Ripple effects arrive on US shores. China’s shutdowns have started impacting the global 
business community. 
  
GE said that its March-quarter revenue took a 6ppt hit owing to the Russian invasion of 
Ukraine, China lockdowns, and other supply-chain issues. The situation in China has 
improved over the past 10 days, as GE has brought workers back into its Shanghai 
facilities. Still, the company is building up inventory and alternative capacity to deal with any 
unforeseen circumstances, an April 26 Reuters article reported. 
  
AP Moller-Maersk lowered its 2022 forecast for containers shipped but increased its 
forecast for prices because of the ongoing supply-chain problems. Container demand was 
expected to be anywhere from 1.0% growth to a 1.0% decline, which is down from its 
previous guidance of 2.0%-4.0% growth. The revisions led the company to increase its 
2022 earnings forecast to $30 billion this year, up from an earlier target of $24 billion, an 
April 26 FT article reported. 
  
China’s Personal Information Protection Law, which went into effect in November, prevents 
the ports from sharing data, so it’s impossible to know the number of ships waiting at sea to 
unload. Investors are turning to satellite images. However, imports at the US West Coast 
ports fell to 10.1 million containers in February from 10.4 million, based on the 12-month 
sum (Fig. 1). 
  
(3) Impact on US and Chinese markets. As China’s central bank lowers interest rates and 
the US Federal Reserve raises interest rates, investors are shifting out of the former 
country’s bonds into the latter country’s bonds. Foreign investors sold $18 billion of 
renminbi-denominated debt in March, by FT’s calculations. The 10-year government bond 
yields of the two countries are now equivalent, a reversal from much of the past decade 
when the Chinese 10-year bond yield was often 3ppts higher than its US counterpart. 
Foreign investors have also sold about $6 billion of Chinese shares in the first three months 
of this year, with the selling accelerating in March as Covid cases popped up. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7t33q90JV1-WJV7CgQ6TW2gfkBn6cDdbNW55wYYw1BQ7H6W8RSTyV6Jqdv7W2pL30p8ltbGcVxNj8t8n5nGcW4bL2J43L74n1W8dT3zz1tZz24N14ghryq6yV7W4dblLG6km37-W2H7tlS5HW6xwW1G6CKz8K3gbzW80-l327Y7gxZW79sC6n4wHRNlW5p0ggc7v-37SW1YDl092zgnl7W2TKHys7Vx_k4W2-SHhy4SZfRhW1CVgzD7R-tr8W59_mzB3Sv0w8W4-CM8t3-S9QfN34NjFjmCvMXW8xQYp49038scW7M6pvR8HQgX0W8m_nyd6XLpPWW2Lrk9P1R3xRfW7_kY636T9L4bW77jjfL2Nm1XGW8ML7NG5q3s7g3jxT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7sN3q90pV1-WJV7CgGbxN3b4sJj_1vG2W7QFFyp1wCq2yW3c2Xd16cdqNCW6XJQ0g93v6X9W4d5cKL4x26ynW3hlbW28LJV-dW3chnb57gpwp2W74Jyh53R9xm-W3SYjSY6dNN7cW6Q5qvJ8ct-yNV9cl8k7b6ryJN8-NLb6ZV2NqW3VbXb-2pDQghW7-K7xv5_7HKmW3R4N8W3fBrBkN68v8P3br7VCW7qC9T716GQrRW66sQHh78nMqCW786GtY1ZPKwhW2JsYBk1h8BTzM_Cq4LmJ3CHVvmtfx4G_vyTW4JGF4l6FNpRbVNhWFj1scD7BV3xJjz25TLtVW2G5t1671b75q38W01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgXfqW9gl4ZY1qGlMqW2gPPGJ4QzZ3gVDB_zY29X9cjN3gFCJDtLNtsW3fW_R51yfrsDW8MK3y12mp4qNW6254QT99LDkrW3LKCrk6VH2DfW6qtbdG3kskYbW2CvldC4HSvl5N2CcX0wQqLLgW3Y-L4714DGkwN2NBLcD9swVkN4yHhKypRWSnW7_TsSD8P_WBFW1jvLqd7X3GgSN229jrMRBwjcW1YX-Zn3pgH2-W96Sv3w2FG6sPW1pJWBD8vVhBxW60Lkss8ntCCFN1-G57Vmqr9932X-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7sN3q90pV1-WJV7CgBGPW4WwW_K5xdLLdW7tVXkj2RFMGNW7jhlFd3RKXnzW7Hv_5Q7QQKr-W5zkTwr48348tW43v3HC1qqhzwW7sk6P53hn8PhW1wb72-4vqsjyW2TwQxn7FNsHDW2XlcPF1X9BljV4FWG-2YNvZPW18RKhh8MrPJ-W2K54C-4Zxz3bW8FSHz94c-LlbVmbClZ5fDh3jW55Pm-X5r_r3yW4CzB5Q5J-kH4W67k2Fh2Mf1FmW3zmRfb71blclW6zl-6t966CtDW1HdgDB1xh5l_W6N9z783njMZqW2WVM-j3sbXBrVFqpWX4kp18YW62Q89Q19cfCrW7hlVmX8lmcC63dg-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7sN3q90pV1-WJV7CgRsjW7jLzvr3-M9ZnW3YWwl_6wnc-sW1c8m3C8tlKkSW91y4Yx2Bb3Z1W8jZSqj1TVcJ2W43K1Ry4ZsCn1MV6w45kNG_FW3xHn8-656RjwW3-c-T954VgW2W2JYZ_R1KWvlcW29fwd725rgH2W4MdnXg4Z152zW5ntvNV2xYh4TW1bkzLN6QRJr5W7QX6DM7yCZ33N4WmMjKh4VLtW2zggXS8Lv1M-VRbJy495LpmRW16nZNC1yZ_ZlW2dfPV79853G5W6S-bGp3v08Z6W1NTD-01PH8XsW1xPnzW6N4rmZN3Q8PTbM11bMW97hqjF1sX0BlW5hWRfT5r-7W138cn1
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The CSI 300 index has fallen 21.1% ytd through Tuesday’s close, and the MSCI China 
index has lost 23.7% ytd (Fig. 2 and Fig. 3). The tightly controlled Chinese yuan has fallen 
3.7% against the dollar since March 2 (Fig. 4). Reflecting fears of an economic slowdown in 
China, the price of copper has fallen 9.9% from its March 4 peak (Fig. 5). Likewise, the price 
of palladium has dropped 27.3% from its peak in early March (Fig. 6). 
  
Technology: MegaCap-8 Madness. Higher interest rates and a slowing global economy 
have taken a toll on technology shares in general and the shares of the MegaCap-8 (i.e., 
Alphabet, Amazon, Apple, Meta [formerly known as Facebook], Microsoft, Netflix, Nvidia, 
and Tesla) specifically. News of subscriber losses at Netflix and slowing ad sales at Google 
that came out in Q1 earnings reports this week haven’t helped the situation. 
  
The tech-related S&P 500 sectors have had the worst ytd performances through Tuesday’s 
close: Energy (32.7%), Utilities (1.9), Consumer Staples (1.8), Health Care (-6.4), Real 
Estate (-6.8), Materials (-7.2), Industrials (-9.0), Financials (-9.7), S&P 500 (-12.4), 
Consumer Discretionary (-17.9) Information Technology (-19.8), and Communication 
Services (-24.1) (Fig. 7). 
  
Within the Information Technology and Communication Services sectors, some of the worst 
performing industries include: Movies & Entertainment (-44.3%), Semiconductor Equipment 
(-30.2), Applications Software (-30.6), Interactive Media Services (-26.5), and 
Semiconductors (-26.4) (Fig. 8 and Fig. 9). 
  
Let’s take a look at some MegaCap-8-specific data: 
  
(1) Earnings bite. The earnings of MegaCap-8 stocks were in the spotlight this week. 
Netflix’s subscriber losses weren’t accompanied by a plan from management to fix the 
problem. Google’s advertising sales slowed after spiking over the past two years when 
marketers wanted to reach everyone stuck at home whiling away hours on computers and 
devices. The results imply that the company is no longer growing so fast that it’s impervious 
to economic cycles. Meanwhile, Microsoft’s earnings beat expectations, propelled by the 
46% jump in cloud computing revenue. 
  
Here’s the performance derby for the MegaCap-8 stocks ytd through Tuesday’s close: 
Netflix (-67.1%), Meta (Facebook) (-46.2), Nvidia (-36.1), Microsoft (-19.7), Google (-17.4), 
Tesla (-17.1), Amazon (-16.4), and Apple (-11.7). The MegaCap-8 as a group has fallen 
22.6% through Tuesday’s close from its peak on December 27 (Fig. 10). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgQzYW5l1r337RgWDqN5L8NqRx8kMjW1769w13C1Rm3W3RrcqJ2-HMDzN1kH4T4qb0YDW8MCYsk25pHgBV2LYxh2qT_XhW6P9l3877wJhbW5rkR7n92XMR4W6SpJKc3p8ZvgVKFXFC1p90q3W4cGqYB3BxF4tN4xVDwL3TR90VjZmWZ37Lc4YW4qS1ms3XmRPYW2Lw5P_5hFzCBW1tf7wf2pWqhbW80Tf-G71fJD-W5dhH0J5Y937MW8W8Lvy4Zvk6TW26Zy6m1dfbYtW1KbG_f3pMKk13h_01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgRGdW3Ljn-M7nzMwqW4xXZTt8ySPr6W39Z0sM2WBzN1W6CVmSm45XgMXN8S2S_RC3PHvN7HCvgKsh_zxW911RHT7KgGTvW5KfqC-4Hc4KlW50Cbry7YVYVXW4SFg8r4SmvfFW2why_B7ydsd0MzTNLY9SFyvW3bgw_W7K2d03W6VYS0X2b2gnjW5H_jG24d1rZcV_9FhB3hpBh_W9dVLLl4Wx6p-W2ZJZ9f1SSMk4W4JkVVH5Z_jDfW7Gc_Nd4y6GlSW99SfjD3VWDRBW5149378F0W1T32tg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgMhTW8dHKXl1hRH_CW4LtcF72_WGnwW3vFT8c8GDkqXW8DnP5r3cFHGHW8T1Yxn542Jk_W5qwd7N8VHjY8W7v33gR2BR4gkVTJbB35NyhHlN5kYc-cCkZS8W72vlb71VX5TdW5PW0X41GMlVqVHb7jF7-gx8YW3HHMN82yBMJzW4yJL7v9g5Bq4N2z_3jGQ7VkmVnqfnN1ltnVcW1kknmK3Y59vwN90g3cpv0Js6N1jN5GzPp6B4Vc2DtS8LdXyWW42Fvyh7g6D1pW7TnLx796nr6f31br1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgTZvV14ND84hW3kfN3nBKlxCLvsKW2SKM0b2VY3_BW60hlv22ZtH9xW1cMhcN7sLVdlMD_WgKmlzYCW8HbL9n6Dl05FW59rQ817Y7XSXW3xtV7x7P53ShW3lCQj17bf3SYW6p5SXr673l5sVv4kdF39RDL3W4l-Wxl2C0lMJW5KZm-n64mbDKW6BRMYk3VS_N-W4XdX0S2PXrwxN3JWTvj1rqCMW5b4ltb6SNzhsW2SyMdF9b1SBwN7w4YVtnBr7-W6FPgw39kcV6XW7gNqZn7jqv1b3bFc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgKqJMRl2nfBYG5CW8yDzBC3F-1tPW2M0Ggn819ZsZW3YQGJT3RT8ZFVmcTjz7LwtnnW3XNXCw7QNNwqW8CFK8918jvbDW30Hw3j2x3CFNW6Cg-s46HCxLXW7gqZ-z2FRkdWVsZTxl1BP1PsW101KHS2krz1jW5Db_jb7Y8fpHW5TmVxh3gHV8BW57mKDX7j91_1VJfjLY8yjlw2W4H4z5w83ZhsjVnnQ0J1qJXQmW9l7DzV45_gMwW12z7DR4V7V4SW60KYfz6GtsmtW80fCKG4D1G8n3dyD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgSbHN8F96f6zPfZqN1ny4CbS8Z1-W1gF8PY8KWD1yW8Wkhxm5L9Z1xW6YsqzD4qsLhQW93BvpG6VxN5bW62YZvv245KPzW57NCJR4wyWghW8HhpDj70CjxXF22MTJ4zFm8W4_KxQQ4mnG_KW7l0mHc7hnmM-VjsdLb2qlyhsW2jrzV58-2HhrW8bMHtJ6QK7tCW21Drqy4trCcjW86x4Hf8MYP34W6q7wML1YVF7SVdYxSJ1yqKhWW76s5CW2Zbk59W2s794-4jM3mFW1dFllK3QqzV73gDs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgLQPM9KLl0Dw_K3MpQQ7HqLGYdW4mZD2k5V0qVBW8w58qz5qv8BxW2s3bw96MnVBQW1W-4TR4RSqd0VQg-Wy3SWJRGW5VkMVR2Mk3-TW2KTRVp6n429QVNYRWy7Q_Fg6W61xgQ26TKf7KW2rfv-84hbz1bW56240r15Q96xW28cm3F42qdgTW97_W-t4l2fzFV79Fgx14JMYQW53t8f73yTs87W7H7lTB1T6XxjW4ZQZhD4w_gQvW96fdPl5xjyW7W2W4n3T5rmWNVW7CLn6l65hJSb37Cj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgQdVW3bLNPm5Cj7fzW2D9lr28gZqKdW2jmL824BV3r9N5Hz_0mFkzSMW3JPCqr3MQY-MW6n8cJD24kjBGW4WpxPx9cbGYPW7lkJ__7px6wvW8JQs554LVwHmW794X9R2_2fmMW6JFZ1b7CMS5KW8xCpbh99rJsTW3Z9crP5DcW_9W1dhL6V53sXsrW7JJYVJ43BKSzW2yqXBb91HB4LVcgl555qMrbyW2XZ25Z7B-PPlW8n5Bnh7K4_4vW6GYN-m1MC8rrW4XJPFb2BnL40W2629H75Q_QQG3lcx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgJdRW1n145T3SKL-vW7ZlN592djQ6hW25bLck3NNlhrW4WG27D5HvGK0W3c57Gf6B18BlW8rk2lM6zT3RGW7xxLP-55Zvw-W98FNdS7ScS9PW5cz-PN41GJ-4W5sNDp78_Lv25N6f4Qr0S4T38W2ZGXm21HGYl6F1vGZ74dWhPW8r8RM-8YhL-WW5g_LtG8fBLJ4W49495M400KT8W3b8xdG3wsDb4W5CYlbk5QFxLMN2S7T3Lg7xxTW3gX-4S4cH2YqW7TH4ts62lk64W4qDnwH83hJHV373j1
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(2) MegaCap-8 shrinking, but still big. Despite the selloff, MegaCap-8 still represents a 23% 
share of the S&P 500’s market capitalization, down from 27% at its peak (Fig. 11). And the 
individual stocks will continue to have an outsized impact on their sectors. Apple, Microsoft, 
and Nvidia make up 53.6% of the S&P 500 Information Technology sector’s market 
capitalization; Alphabet, Meta, and Netflix represent 37.5% of the S&P 500 Communication 
Services sector’s market cap; and Amazon and Tesla account for 50.0% of the S&P 500 
Consumer Discretionary sector’s market cap. 
  
The MegaCap-8’s forward P/E has fallen sharply from a peak of 38.5 in 2020, down to a 24-
month low of 26.1 on Friday (Fig. 12). Its impact on the overall S&P 500’s forward P/E also 
has diminished. The index’s forward P/E is 18.8 but falls to 17.2 excluding MegaCap-8. One 
thing going for these tech stocks are the companies’ active share-buyback programs, which 
have reduced their shares outstanding over the past 10 years. 
  
Collective earnings for the Fab Eight is expected to grow 12.6% over the next 12 months. 
But forward earnings growth estimates for the individual constituents range wildly: Tesla 
(58.0%), Amazon (28.9), Nvidia (26.8), Microsoft (16.1), Alphabet (11.2), Apple (8.0), Netflix 
(4.4), and Meta (-2.8). 
  
Disruptive Technologies: Distributed Electricity. Earth Day 2022 was marked last week 
by all manner of press releases touting the green good deeds done by corporate America. 
From Amazon came news that the company is investing in 37 new renewable energy 
projects around the world that will generate 3.5 gigawatts (GW) of energy. It’s part of 
Amazon’s goal to become net zero carbon across their businesses by 2040. To that end, 
the company plans to power all of its operations with renewable energy by 2025. 
  
When completed, the company’s new projects—which include 3 wind farms, 26 solar firms, 
and 8 solar rooftop installations in eight different countries—will bring Amazon’s energy 
portfolio up to 310 projects. Collectively, they’ll generate a total of 42,000 GW hours of 
renewable energy each year, enough to power 3.9 million US homes annually. 
  
The new projects presumably will entail power purchase agreements (PPAs) whereby 
Amazon would agree to buy electricity from the power producer for 15 to 25 years at a 
specific price. The developer of the project can literally take that PPA to the bank and use it 
to get financing for the project at more advantageous terms, an excellent June 23, 2021 
WSJ article explained. And the investor or the developer may benefit from tax credits. 
  
Amazon is believed to be the largest PPA buyer, but it’s not alone. Alphabet, Google, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgM8_VyHSSB299hxnN77fhQ7pKldTW9gxkD68GNHSpW1MC8KV5sxTcnW8QgRKK8pZjDXW918XcK2s7T-LW4TSTk12M59Z8W3fnT6y6DhMpxW2cZN4K9dZsgqW56_3rX2ynbsyW3ckFy25mJ0g9VKTCq52t5cXXW73mMxX4QL4SrW1vFgHN7JQMGyW7PShDB18bFL6W2Nyppx4RrQdmV2ZQsw3nxL2VW2zQK_06sJLvRW6BYgNt1dmNyVW6HJ-Hk6rbY61W6b-9KF1v5Q4MN6RQpWjTHVg138-G1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgPb4W3m_PwM82tYtXW8sjthn8PtbWwW1sstSp3DJbQhW63Jdgf7Y4nH8N5-qy1vD0XjwVNkfG43Sm86fW5L_d_l2dDkMcW935czX2PKN7vW71T_jx3cnjmgN83jN_-K7sk8W1wlPQr3TK-tqW4CXbB312CcPdW1B297w36ZlKYW1nBcZ11p1fKjN2Hpky-NsgRSW937BX38W296-W9d54Qh7fLw5-W82qcxZ3ZQtwDW5gzyYj7M8077W4d9-Ms6ZKt_PW5WNHKL7Bt83cN4-7HLwPq9Jc323D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7tm3q90_V1-WJV7CgKv2W4mXD3P73TGk6W3v5Nyd6pSm5qW3yLN9f5wpxHfW4LzpLS2sNtmcW8Sc7Cn5WChGMVydhFd1c8TC-W3hsVDq4dFRwCW6CTxLD4D-chgVZsg5R3Lfw3bMD1Dx-kFdKTW58yhts2c9W19W2QMVQy6MKqf1VZPf_96WH9lyW5sf8V73-2kZvW4Jj3cp1m5jGKW5WX8cz6sv8r-N2QLYYDvr-J7Mrw4MV_j81vN7MwHmSLpmpJW7mNDsT3Vdf7zW2KVyFp1hCXPlW8CFdsc3wN2ncW38S2K48XnlbjW4FTLXy5tkkjZW8cVz7w86sSptW3RrksJ7Km3YMW77WR40683QTNW42v2QK3Brs0nW62z8_S17kQMfW2Rqzvg25w8D23pMg1
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Facebook, TotalEnergies, and AT&T also are in the market buying and driving up prices. 
The growing demand for PPAs in addition to increased development costs have increased 
the price of wind and solar PPAs by nearly 30% y/y in North America and Europe during 
Q1, according to a report by LevelTen Energy, which provides software used in these 
transactions. 
  
All of these new mini power producers presumably will make managing the nation’s overall 
energy performance more complicated than it already is. Solar and wind power is 
notoriously intermittent, adding variability in energy production even when accompanied by 
battery storage. But now companies are trying to make demand more variable as well 
through the creation of virtual power plants (VPPs). Managers of a VPP manage both 
energy production from various distributed producers and demand from many users of 
electricity. 
  
During peak demand, utilities have normally tapped “peaker plants,” electric plants that run 
only when absolutely necessary, often because they are expensive to operate or use dirty 
fuel, like coal. Instead of increasing electric supply during peak demand, VPPs opt to 
reduce demand. A VPP might have contracts that allow it to turn up a home’s thermostat 
during the summer so that it uses less air conditioning. Or a VPP might tap into the energy 
stored in a home’s backup battery. In return for ceding control, a homeowner might receive 
a cash incentive. Here are some examples of VPPs we came across: 
  
(1) VPP in Vermont. Green Mountain Power operates a VPP that taps into Tesla’s 
Powerwall batteries in about 4,000 customers’ homes. The system allowed Green Mountain 
to save $3 million in peak energy purchases in 2020 and keep its utility rates lower than 
they would otherwise be, a March 18 CNET article reported. Customers participating in the 
VPP get paid and agree to use the battery only as a backup if electricity is down. 
  
(2) VPP in Japan. Japan’s largest power company TEPCO’s venture arm is using Centrica 
Business Solution’s Flexpond Demand Side Response platform to help it manage electricity 
in the Kyushu region, which has both industrial customers and renewable energy projects 
connected to the grid, an April 1 press release stated. The platform allows utilities to build 
their own VPPs, with control over the production of and the demand for energy. 
  
(3) VPP in California. Redondo Beach, CA will allow OhmConnect to pitch its VPP services 
to residents, an April 22 Easy Reader & Peninsula article reported. Consumers who sign up 
agree to have their electricity consumption lowered at times of heavy demand via free 
devices attached to their home electrical outlets. During peak hours, a refrigerator might 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7tm3q90_V1-WJV7CgHwpW4tsYKw1GblZkW3PkZbb4h21h9W23sBDJ2ryRYCN7g4m27mCH9TW1nYQ3d730pNNVFdMKv4qF_s9W5Ly1sP5nqrr6W4ByH3G5SnvrvN93RV7V5xJ_tW8j-zwq4CgL1mW3bMWXj2RNhyMW4qndMW50Qz0CW7jflrN3g3PyHW5dhGTB2C1FHSW1S53fz8Ch4dWW4p-_X36vH_6xW797_fD2plGCJW5n358r3Y0z8fW4FLDYd8T9TnyW34bXgH45Wp8PW5WVxjN8tzvN8VbqjTF37gB69W39dcS_1lg6KGW5ysRMl8V95qcVLZXJb2tkymTW5qmdDt7bqlDjW7BrNQ81zr17rW1JVWGV7_npcQW1s_K2_65hcRSVBKYF66bR1_03ddc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7tm3q90_V1-WJV7CgBVQW9dmfVg7LL0dcW7Mp-DJ1cKmvHV2qNb65MQjgPW4Bq19b6hWzZVW6m0mqp7pJszDW82MDmh4K56M8W2zhY8r7-L4GfW8bDwqq5Lyk9pW4t4jKZ9k55NwW26gfM73SZ9T9W5RCLjn7p9d96W8jkWCy3JP8BHW93SXj26FM1gpW5t4CZ43GQ96kW1bq_RM7KshlhW1RxyM779V9vvN3LdNddzqpPkW8f7Cx41R0lJWW1zQ5t91YpT3kW5n2c3k2rz01JW3Brt4h61X9qxVFmQMJ40YgTGW79dKhv4GB-kMW20Ht7L8TSXjRVBKT-t6xzQRsN4-J6vGTxQGQN6Nzbnb37R4zVyTvXY7s2jzRW573H384lbMGGW26LcnP4Lxl0D3dkz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7rh5nKv5V3Zsc37CgM-BW3Xv1Kz6r8z3kVYKRhR5YvlLPW5jbnzb4WPXwhW3qPzKB1MFH2tVs8GsT7WSYqFW33wmbD5mSMdFW707Y8N2h8pghW9hNTRj6hN32_W89RJ974HH8pzW27WmVn63D58rN2bW4wzpDcGCW8P4bK992XpXNW25PVtN4_PDvtW1jVmbk7td9nqW10qFzL63bpzSN64C7zDGn5dGW1nvjHC473xbSW7fvM-w6fMjMwW7b5sb48HwS2CN7TwQwWC754LW2ZLDqn1NKJ8NW2pnRMN7jwPLDW4hCkNQ606YfDN3dcqYVbb9jDW6_-d2g3S0MtpW2qt8cf4gFvx9W1qWwFj7KNWmXW9hclLJ8XK-B0VFqM-93dxvQXW6XTsx_9bQ-gPW67hkdq8Gr6JTW5Pc9nd1d-_-F31zT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7t33q90JV1-WJV7CgD8LW6R95Hn3jWPf6W7tCD7c3BHFJ-N3j7P_7vZPzXW4hwGTB3-n6rsW5hN5kY2n1bR1N19hcPLXD-nLW5MNHBs124MNsN1p0Z10G59_6W17jTtJ2nkFytVM9vlv6Qy6tPVqX4Yc2SgwFXN2CPClxDtFHkW45J6xL9l-JRVW6VGhLW3C5rYRN49kzxS5ffVMW7D-RDX5rb9LQW4XvM8z7GRhY7W2gNQxN1dfzWfV1n4jb959xlLW4XCwV_2X3m7pV-z6kJ7pyjkdW1gdZ_M8096_XW5h3QMC5fLMfZW3fk-Gk7MMc6QW3Qyfh34Z8y-WW19R2sp2k763BW8ZZxFk4YTqM1W813Tt94001yX32jR1
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turn off for an hour or two, for instance; in exchange, the resident earns cash payments or 
prizes for the energy they saved. The town is hoping that peak demand can be reduced 
enough so that a peaker power plant can be retired. 

 

Calendars 
  
US: Thurs: Real GDP & GDP Price Index 1.1%/7.3%; Core PCED 5.4%; Kansas City Fed 
Manufacturing Index; Initial & Continuous Jobless Claims 180k/1.403m; Natural Gas 
Storage. Fri: Personal Income & Spending 0.4%/0.7%; Core PCED 0.3%m/m/5.3%y/y; 
Consumer Sentiment 65.7; Chicago PMI 62.0; Baker-Hughes Rig Count. (Bloomberg 
estimates) 
  
Global: Thurs: Eurozone Business & Consumer Survey 108.0; Eurozone  Consumer 
Confidence -16.9; Germany CPI 0.6%m/m/7.2%y/y; Italy Business & Consumer Confidence 
110.0/100.4; Spain Unemployment Rate 14.2%; China Caixin M-PMI 50.0; Japan Housing 
Starts -0.5%; BOJ Press Conference; ECB Economic Bulletin; Guindos; McCaul. Fri: 
Eurozone Headline CPI Flash Estimate 1.8%m/m/7.5%y/y; Eurozone GDP Flash Estimate 
0.3%q/q/5.0%y/y; Germany Import Prices 3.4%m/m/28.6%y/y; Italy CPI 6.3% y/y; Canada 
GDP 0.8%m/m; China M-PMI 49.9. (Bloomberg estimates) 

 

Strategy Indicators 
  
Stock Market Sentiment Indicators (link): The Bull/Bear Ratio (BBR) continues to bounce 
around 1.00, moving back above this week. The BBR climbed to 1.04 this week after falling 
the prior two weeks from 1.26 to 0.96; it was at 0.84 during the March 15 week—which was 
the lowest since March 2020. Bullish sentiment increased to 34.2% this week after falling 
7.0ppts (to 32.1% from 39.1%) the prior two weeks, while bearish sentiment fell to 32.9% 
this week after rising 2.3ppts (33.3 from 31.0) the previous two weeks. This week’s 
correction count matched bearish sentiment, slipping to 32.9% after rising 6.4ppts (34.6 
from 28.2) the previous three weeks. The AAII Ratio increased to 30.1% last week after 
falling from 53.7% to 24.6% the prior two weeks. Bullish sentiment advanced to 18.9% after 
sliding the previous three weeks 32.8% to 15.8%, while bearish sentiment slipped to 43.9% 
after climbing from 27.5% to 48.4% the prior two weeks.  

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgSSKW7Dl-Zt8jgZ4rW3GHq6L7dZSwHN6PpxmPZKxNbW6FKZ_w72kbJMN3Vcc2Gy6bDDVNM75D6C4Wh-W5McpKr6Q8zp9V8qZ7f5XZBK4N9hw1R8rJc1-VWcZzp79m2y8W7sgCVs4lHZfYW2mz-sc2Cj1-nW2Tkxhy82BB9hW75_8c623Jtk1W6P1x2T4h8WDDW42skx_5KX9CDW75RlQG7q3MXHW6hQ31x4XjBD4W4FkpkQ5jG96yW5lsBSr3kFMY0W1ZwtyW66XxqyVJp3WK3vzc1J38Fx1
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S&P 500 Earnings, Revenues, Valuation & Margins (link): The S&P 500’s forward profit 
margin ticked back up last week to match its record high of 13.4%. Since the end of April 
2020, it has exceeded its prior record high of 12.4% in September 2018. It’s now up 3.1ppts 
from 10.3% during April 2020, which was the lowest level since August 2013. Forward 
revenues and earnings were both back at record highs after ticking down briefly in early 
February. They have both been making new highs since the beginning of March 2021 after 
peaking just before Covid-19 in February 2020. Since the Q2-2021 earnings season came 
in way better than expected, analysts have been playing catch-up with their lowball 
estimates from the Covid-19 shutdown period. Prior to this catch-up period, consensus S&P 
500 forecasts had been falling at rates paralleling the declines during the 2008-09 financial 
crisis. Forward revenues growth rose 0.1ppt w/w to 8.1%. That’s down from a record high of 
9.6% growth at the end of May 2021, but compares to its recent 12-month low of 7.1% from 
early December. Still, that’s up from 0.2% forward revenues growth during April 2020, which 
was the lowest reading since June 2009. Forward earnings growth rose 0.2ppt w/w to 9.8%. 
It remains above its 16-month low of 8.2% in early December. That’s down from its 23.9% 
reading at the end of April 2021, which was its highest since June 2010, and up 
substantially from its record low of -5.6% at the end of April 2020. So far this year, analysts’ 
revisions to their forecasts for 2022 revenues have outpaced their revisions for 2022 
earnings, so the imputed 2022 profit margin estimate that we calculate from those forecasts 
has ticked down 0.1ppt to 13.1%. They expect revenues to rise 10.1% (up 0.3ppt w/w) in 
2022 and 5.3% in 2023 (down 0.1ppt w/w) compared to the 16.4% gain reported in 2021. 
They expect earnings gains of 10.1% in 2022 (up 0.4ppt w/w) and 9.9% in 2023 (down 
0.2ppt w/w) compared to an earnings gain of 51.0% in 2021. Analysts expect the profit 
margin to remain steady in 2022 at 13.1% (unchanged w/w) compared to 13.1% in 2021 
and to improve 0.6ppt y/y to 13.7% in 2023 (unchanged w/w). Just before the selloff that 
began last Friday, the S&P 500’s weekly reading of its forward P/E fell 0.4pt w/w to 18.8, 
but remained above its 23-month low of 18.6 in late February. That’s down from an eight-
month high of 21.7 at the end of 2021 and compares to 23.1 in early September 2020, 
which was the highest level since July 2000 and up from a 77-month low of 14.0 in March 
2020. The S&P 500 weekly price-to-sales ratio was down 0.03pt w/w to 2.52, but was still 
above its 15-month low of 2.48 at the end of February. That compares to a record high of 
2.88 at the end of 2021 and a 49-month low of 1.65 in March 2020.  

S&P 500 Sectors Earnings, Revenues, Valuation & Margins (link): Last week saw 
consensus forward revenues and earnings rise for 10 of the 11 S&P 500 sectors and the 
forward profit margin rise for five sectors. Nearly all sectors are at or near record highs in 
their forward revenues, earnings, and profit margins. Energy still has forward revenues and 
earnings well below record highs, but its profit margin of 10.7% is at its highest reading 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7st3q905V1-WJV7CgFmkW7nsFdz3LJD6YW7BZmnY71YQ1RW4qdXx02vK46_W6tdsZk2BgpS4V2C6DJ7WM55tW6T9XMB6BK2shV7l8pK3kBmhnN262y8vvkLw9W4HwjpY55CrfTN4wjJbwsNgRWW58stxX9h_Pf3W2jMtcQ4B18M5W2bprQS6mjXKdV9D9021gcpz4N6SvtsVT0qxgW4KdZNr8G70HgW3FVWJW8_113XW8g1lPv6njNFpW8j03wD82bVCkW35SSGC1CjNP-VM6Mm_668F_vW67lqdw2KVjy0W5pwbyl675v_0W49_TcH7fTlD43k7N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7st3q905V1-WJV7CgGmBW5vLvRM92NB06W8bqbj-2LYq-RW4NnWHq51nP4KVqdtgn2NTPKBW3z3Bj-8LwQrmW6l2Yq44T5kwPW5w2__r1BH9p5W6GZVWb1MkX4TW6QMD339f3FdnW2sSks996QqLVW7rGb4-3FYbLmW5J07Br4T2ZwlW52xdBt4r84SRW3r6bSC3SBRxCW57FsXW27mQ57W3SgrNK6Tby1dW7xj3_x6mHcBVW86zBf_6s_gRXW5y72Rf2xlSyzW8SJm2F1YMPLbW63kmDz20K7C8N77wvs_zLvQdV6qQLM4PW2zZW5NvBV95bfmzQ2MW1
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since February 2008. Financials and Utilities have forward earnings at or near record highs, 
but their forward revenues and margins are lagging. Only three sectors posted a higher 
profit margin y/y in 2020: Consumer Staples, Tech, and Utilities. For 2021, all but the 
Utilities sector posted a y/y improvement. Four sectors are expected to see margins decline 
or remain flat y/y in 2022: Communication Services, Consumer Staples, Financials, and 
Real Estate. Here’s how they rank based on their current forward profit margin forecasts 
along with their record highs: Information Technology (25.3%, down from its 25.4% record 
high in late February), Financials (18.7, down from its 19.8 record high in August 2021), 
Real Estate (16.6, down from its 19.2 record high in 2016), Communication Services (16.1, 
down from its 17.0 record high in October), Utilities (14.1, down from its 14.8 record high in 
April 2021), Materials (13.2, down from its 13.4 record high in December), S&P 500 (13.4, 
back up to its prior record high several weeks earlier), Health Care (11.2, down from its 11.5 
record high in early March), Industrials (10.2, down from its 10.5 record high in December 
2019), Energy (10.7 [14-year high], down from a record-high 11.2 in 2007), Consumer 
Discretionary (8.1, down from its 8.3 record high in 2018), and Consumer Staples (7.5, 
down from its 7.7 record high in June). 

S&P 500 Q1 Earnings Season Monitor (link): With over 35% of S&P 500 companies 
finished reporting revenues and earnings for Q1-2021, revenues are beating the consensus 
forecast by 2.0%, and earnings have exceeded estimates by 6.9%. We expect these figures 
to change markedly going forward because early reporters in Energy are boosting the 
revenue surprise by 0.8% and companies in the Financials sector are dragging down y/y 
earnings growth. At the same point during the Q4 season, revenues were 2.9% above 
forecast and earnings beat by 4.4%. For the 176 companies that have reported Q1 earnings 
through mid-day Wednesday, 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 current sample of Q1 reporters so far collectively has a y/y revenue gain of 11.5% and 
an earnings gain of just 3.7%. While just 73% of the Q1 reporters so far has reported a 
positive revenue surprise, 79% has beaten earnings forecasts. However, fewer companies 
have reported positive y/y earnings growth in Q1 (64%) than positive y/y revenue growth 
(82%). 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 
  
Pending Home Sales (link): “The falling contract signings are implying that multiple offers 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgZR4W1rgyfW72d7K6W4jqhLK1xbjy0MdtwD_hgXKmW1qD6Zx3BQ3rMW3TRRN826W80ZW7gDplD7mwmWvVCksb95gWRPKW25VJHv7n3HBFW31dGQ56Zrdh2W5Q4k8V9hz6p0W3bz8bm66XT9cN7F5dw_50hm8N1fwmjdc23NGW6Y_bft72nv-4VZl93X4n1WcXW3r09WD2k9vtcW2G2PNg3wDBl0W2Tgzbc8mSLg2W35jwM68SHw6DW1VpBPf7XCKtCW2C5gVZ5_Y7llW87WVVr2HLyfc35Xp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXPnZ55pCMTW8ml5vZ7vksK9W63xJzN4JpgZFN6TZ7s93q8_QV1-WJV7CgPqvW7xSBqP1cddRMW24v1Fn6yTxvFW1SKHZt4FzqlgW7srffZ4skkbXF7H11plpbHzV5xkJ24cFZnbW1WG_Ls8CNR20W3LcW8m5Wz6TLW3b5Y7J4N_C7RW7b7FKl6c-C4zN4rxxHRZ6YF1W2K9r2V8Gv67BW6LMxHQ7LGTR4W1pKJDh3fcfFcW78Z8Lx6_mMRzW7nzwjb9ftBdTV34Jmd5-Yp43W34yKp-40lfsnW6Cj9003THtvwW1Hqdtm9jxVX6W19xkfn97H_8PVFvx3K3qWh_T3hNF1
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will soon dissipate and be replaced by much calmer and normalized market conditions,” 
said Lawrence Yun, NAR's chief economist. “As it stands, the sudden large gains in 
mortgage rates have reduced the pool of eligible homebuyers, and that has consequently 
lowered buying activity.” The Pending Home Sales Index (which tracks sales when a 
contract is signed but the transaction has not yet closed) contracted in March for the fifth 
month, by 1.2% m/m and 15.3% over the period to 103.7—to its lowest since May 2020; 
these sales were 8.2% below last March’s level. Sales fell in three of the four regions in 
March, with all down year over year. Here’s a regional look at pending home sales in March: 
Northeast (+4.0% m/m & -9.2% y/y), West (-0.2 & -8.4), South (-0.9 & -9.5), and Midwest (-
6.1 & -4.8). Yun noted that existing home sales this year will likely be down 9% from 2021’s 
heated pace. He added that home prices are in no danger of decline nationwide, though 
gains will likely decelerate, with the median home price in 2022 likely to be up 8% from last 
year.  
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