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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Dr. Ed’s 
presentation lasts about 15 minutes with another 15 minutes for Q&A. Replays of the 
Monday webinars are available here. You can view a replay of Dr. Ed’s recent one-hour 
webcast on “Predicting Inflation” here. 
  
Financial Instability I: Imagining the Worst. I was on the road all last week. It was the 
longest stretch of business travel for me since the start of the pandemic. It was a blast to 
meet with humanoids again instead of Zoomanoids. I was a keynote speaker at the 
MoneyShow in Las Vegas on Monday. I also participated in a panel discussion with Nancy 
Tengler, Steve Forbes, and Steve Moore. Vegas is booming again as more tourists are 
back, and so are business conventions. 
  
On Tuesday, I visited our accounts in Newport Beach and Pasadena, California. On 
Wednesday and Thursday, I did the same in Los Angeles and San Francisco. Most of our 
accounts were unsettled by the recent selloffs in the stock and bond markets. However, 
most of them are long-term, long-only investors and view the selloffs more as opportunities 
to buy stocks and bonds rather than occasions to hit the panic button. Most of them are also 
seasoned pros and have been through several of these swoons and survived them all. 
  
In my meetings, I observed that in the 40-plus years that I’ve been in this business, I don’t 
recall so much fear that “something will break.” Indeed, the Fed just started the latest 
monetary policy cycle in March—raising the federal funds rate by 25bps on March 16 and 

 

Check out the accompanying chart collection. 
  
Executive Summary: After many years of ultra-easy monetary policy, the realization that it’s going 
away has frightened investors to a degree unprecedented this early in a tightening cycle. The pre-
tightening fear alone burst plenty of speculative bubbles, yet no dreaded credit-crunch/recession 
scenario has materialized. True, the inflation genie isn’t back in the bottle yet, but we expect it will be 
in coming months and without crashing the economy. … The Fed’s recently released Financial 
Stability Report was sanguine as well. … But our soft-landing scenario is a contrary one. So we’re 
keeping our eyes peeled for signs of both the recession that we don’t expect and the peaking of 
inflation that we do. … Also, we review “Ozark” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgzL9W71-DKz5Td5XZW1wlftR5G-JtjW1mYGJJ6v78SgW5Wl3mH5W6ZSfW43lXrk3_KWTfW45Kf9M4Rq1sNMLcGBdLS_bCW60kMXW1dGHncW8cKYVk72XY9KW1H_7rr5VNZ-lVjYhNC8CtqBlW3crs0x9dV64nW4HL8YW57ttnHW5Y-cPD99xVSlW81swSG984CYLW1d101Q6xt5_MW3hjgfT1Vfm0yW2P92fF2GJH-1W4KPPnF5SC_6rN6Tj89MsvMy4W6tlFl82vS9ltW1XbZGb95nL853c2B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0y5nKvJV3Zsc37CgW6DN1FJ7lPjSCklW3FZrqm6XQx9rW2ycYl48szWrFN8QgLZhv9PjgW5bgyCN8dT7gRW7g4wMg7MLL3NW4FBkq_2DXSmYW2nMD8_1f9l2VW2gdcsg4FP-7-M71BT_93-_xW8mLwhm3wjgmLN97BSkwhRkLjW2XYhP317QJCHW6N1J4V3C_kS2N9hQVmYMYz81W15-Hk06RKbJLVW2ygK3WVK6SW60f5jr56SqwbVmMDct88GbltW2qBbQZ7N-C6MN65nBWg6ZQ04W21BFCW59pyBkW18MRLT1lMHvJN6BDPTrBGP2FVNRPCy7wZ_P7W5Dbyd93pvg2XW375LTj4sRwpGW2wjgsQ5Phmj5W13Jxmx8zt_VhW8cqQcD3w6b6HW96XD2d1_9B9RW132F8K1xn6ZcW7r-F3T2f1TgWW3TMHPr6ynpQbW62fZtl23g6G5W230S6m17YXQ73c4_1
https://www.yardeni.com/pub/cc_20220516.pdf
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50bps on May 4—yet investors already are convinced that something will break. During all 
the previous tightening cycles, no one (other than a few permabears) expected the financial 
crises that ensued after the Fed was much further along in the tightening cycles (Fig. 1 and 
Fig. 2). 
  
Of course, the recent past has proven the pessimists right this time. Lots of damage has 
occurred in the financial markets as Fed officials turned increasingly hawkish last year and 
started actually to tighten this year in March. The air has come out of lots of speculative 
bubbles, yet no credit crunch or recession has ensued so far. The Fed has provided ultra-
easy money for so long (since the Great Financial Crisis of 2008) that the mere anticipation 
that it would be pivoting from dovish to hawkish burst speculative bubbles in meme and 
Robinhood stocks, in SPACs, and in Cathie Wood’s ARK funds. 
  
Here’s more: 
  
(1) Capital market re-ratings. In the bond market, yields soared so that the 10-year Treasury 
bond yield’s P/E (i.e., the reciprocal of the yield) has plunged from a record high of 192.3 on 
August 4, 2020 to 34.1 on Friday. 
  
In the stock market, forward P/Es dropped sharply, particularly this year—falling for the S&P 
500 from 21.5 on January 3 to 17.1 at the end of last week (Fig. 3). The forward P/Es of the 
S&P 400 and S&P 600 were down to only 12.5 and 11.9 at the end of last week (Fig. 4). 
The forward P/E of the S&P 500 Growth composite was down from 28.5 at the start of the 
year to 20.5 on Friday, led by a drop in the forward P/E of the MegaCap-8 from 32.3 to 24.3 
(Fig. 5). 
  
(2) Crypto crash. Cryptocurrencies have crashed in recent days (Fig. 6). Bitcoin’s price has 
been halved since last November and fell more than 20% in just the past two weeks. It’s 
been a terrible hedge against inflation, proving its promotors dead wrong. 
  
Furthermore, stablecoins have been extremely unstable. TerraUSD is known as an 
algorithmic stablecoin because it relies on financial engineering to maintain the 1-to-1 peg 
between the stablecoin and the backup assets. TerraUSD is even pegged to another 
cryptocurrency called “Luna,” as we discussed in the May 12 Morning Briefing. The 
stablecoin cratered to 14 cents as of Friday, well below the $1 that it theoretically should 
fetch. 
  
(3) Home prices on the edge. Soaring mortgage rates are likely to weigh on home prices in 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgTdBW2DN69R4q36d1W98Qbqh36pdnFW2trC8V46S6FvW2FtsNt1-RLbYW1YY3dh3NH2vFW6-pgbf6tZGRwN4Ff1M981S8QW24Nvb-3kVKMzW4SYJnG3WkLwvV2wFXQ4qsjz7W57w68n7HX-44W4KRm3279G74CW6L46wY3ry11_W7cZGPR6myz2RW24x3Wg4lx-fvW31bBYW3bnFzNW4RmF__4ZGDQdW4knNMj8_fRMdW8-05Hb5m5pH2W4Q-4VY6cjzlgW6V3vrj1KmVXlVyHQQJ5KdnQ_3gWy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgPjrW393h1l6--X0SVj14Zy5CmBbzW5XRJjY8D4fnfW6Fj2fB2X1FMcW6qKLWd6znVS2N6DM12P_6lqsN2b5QdxzRX6RN3XXPffKdJG3W2ntKYh2q4xgkW3RJbVp48Bt_KV3KqRp5gmZt0VPTNJk43Ht3hW8Ch9Nk8YsgFWW8CWYYd2ZdNhPW1s4CHF22MLJvVfxwkt6xMlRpW6XTXw77dT9sfW85lRN484KrqpW7rb2Y37RMynxW3DSl4f5xZRGWMYX7YFXwjyzW5Vrg0x5c0Kcy26X1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgZNNW5Lrp8242cKYzN6ZVJ9NYXskXW5SHt4155G22BW5fNgY16bXLkjW8TKdFb6y9pDTW37m_gP377VfGW3nr_BX3kC-nkW5WWyX96HgnV4MJCMSMGStYPW8nQtq_4y4KtDW2s666c54WP_KW6s6tpF4X9T3hW1PZpwH8BLH4zW5kzz0Z5J9YC5W5fq4Zn1WkrQbW8ZHj1v2C4JHkW2vJr8P8t9wjbW7kBCGX7_ZXy3W96W8_N8ZKGwZW1h0T1h859xfdW8kqVlw61Gzg4N2RjMf7GCcyB3h-61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgKxRW4kvdF05NzdlkW5ws2sc7PxqPpW7CXYcb4G5VX2W3NbSVF6GhvwkW2jbbhR47TkRnW3PGgnC5JPm2BW3YP5gS44zXq4VHyL655g8_0lN26lDnK8P_rHN53QPWZPqK7WW7FqB3n4w_lv6N898226RCft7VlMqN-3c39SkW8VHQ-H7c12pNV7qFL071PFKxW7DkRBf6wLYM8W4cBhbZ5RW1KCW7Tv5vg5bs_5wW27nflp1gQRjDN25Q-hvNH03xN63GVT3k9QyKW5s6fB-8hlkm437Jc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgPHbN1sJ9zfPTFJMN8fTyCJSbTxLN32XPrFjs89SW8_G9762hk2K2W93SrJf5TWQkRW6msllc4hVbF8MD7m81-4YdlW7vl-Gy2s9T92W8jgDDZ7CdJXdVkY0lL96tTmnW4Zs916729_hlW8hG8hW4xd9X3W7qMpGl86MGj9W2SfgYr8dFp96W8dbt4K6ZTmX-W4Ff0nn8Qqb-fN3k_7mD5kGvGW8GWtgR8WlYHmW6t5P8t1yfm-gW6XxRKP2FKyLGW6vnMjs4XZZYWW4-t-q28bxh8z36XW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgMF_N52PWrMjcLj1W3ST_6R4X-QmfW5P5YXT2NTBV3W2fy7YZ31HHlXW8Pd7zn3hZRY2W43yJHf7kGG_KW6S7CQ28qRHvPW9f-PYr3_SnslW8pynk85T5JD6W4-BJ-k5ZHD0wW2_65Gm69dbb3Vtqnxd72B3LpN2zCWTyHHqF9W5v9RpN2v7l_DW1lw46M3S-VPkW4fL7Rj11PkDxVgQY_j1mffQcW7YXGdt2p_DJCN76LJ9f4CXb4VCw4TB45LsCzW5nQ7ZL7Xpt4VW348Y7-4-b4N739dM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj173q905V1-WJV7CgMCBW8z55zx3HqC2sW1Y6ytY7bM77tW3JQP-V77kKqVW788ttY5Y68QZW4QmZfZ3T9JcpW10lDs57s-7D4W4fT5kb1jlCP5W7Pxcv84QHjCtW38mt5t80XZPQW6llTbB8zx3CsW4RVDbz18k0LhW8ppZWq29L70cW1wKvD83vt-7DW5pztSf210kC4W6GL9K81RKSYBW4Sk2My1m6wFnW8s6gd11rNzGrW7t2C9y62bLdbW5qcKR36khkNxW2404F_7Nz2BzW585HLV2Pd0_gW6tj1GT1Yyw5TN2r_09BpfL-HW8yRpF67xv2YY34PX1
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coming months, although a repeat of the housing-led financial crisis of 2008 is much less 
likely this time because homeowners have more equity and less debt (Fig. 7). 
  
(4) Happy tales. The good news is that this time, all these bursting bubbles have yet to 
cause a credit crunch and a recession. Banks are very well capitalized, and their loans are 
up $785.0 billion y/y through May 4 (Fig. 8). Commercial and industrial bank loans are 
expanding, and so is consumer revolving credit (Fig. 9). The yield spread between junk and 
Treasury bonds remains relatively low (Fig. 10). 
  
Of course, the worst may still be ahead if inflation remains persistently high, forcing the Fed 
to raise interest rates to levels that cause something much more significant to break, 
triggering a widespread credit crunch and a recession. But there have been lots of bad 
breaks in the financial markets already without any signs of dire consequences. 
Furthermore, we still expect to see lower inflation during H2-2022 and also 2023. 
  
Financial Instability II: Fed’s ‘CYA’ Report. By the way, on May 9, the Fed released its 
latest Financial Stability Report. Permabears undoubtedly will growl that it is too optimistic 
and fails to imagine the worst possible outcomes. Here are some of the report’s relatively 
sanguine findings: 
  
(1) Market liquidity. “[T]he current state of liquidity in these key markets [for Treasuries, 
equities, and oil] does not appear to be a substantial barrier to efficient capital allocation 
and risk management within the economy.” 
  
(2) Corporate credit. “[C]orporate bond spreads remained low by historical standards, 
suggesting that valuations continued to be high. The excess bond premium, which is a 
measure that captures the gap between corporate bond spreads and expected credit 
losses, also suggests that investor risk appetite was high.” Nevertheless, the Fed report 
identified the following risk: “[T]he share of outstanding bonds with the lowest investment-
grade ratings—the so-called triple-B cliff—reached its highest level in two decades, 
suggesting that many investment-grade bonds remain vulnerable to being downgraded to 
speculative-grade in the event of a negative economic shock.” Meanwhile, the leveraged 
loan market appears stable: “Risk appetite in the leveraged loan market appeared to have 
changed little and continued to be somewhat elevated.” 
  
(3) Home prices. “A model of house price valuation also points to stretched valuations. 
However, house valuations do not seem as stretched if valuation measures incorporate 
market-based measures of rents. For example, using the latest asking rents that tenants 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgVbyW2blYc036tNjHW7v_YKY3TKk8sV958FC2bjTwpW7RRVyS92wcJHW20BdZ38WRMFkW2t_45S5rm7qqW41gCBC6fVGNpW6rgrj-6fbQF4W16qLDT7V1cPHW1TcdcR2CqWsgVkQ8K06xmP9rW7_0g_G6gcjZBW6mlKt88WmR1CW7dZfwn5TJ00vW7r8zKB8Z2vZdW71kNtc1tnqZcW13Y-gs7Q1Wd2W4WDpbl6bjmyKW35px-438yTrLW2BYwKj1dqvVbW3WnG6y4GKGnhW5rxZmZ35GCKp32Kw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgP1dW5hT6Vj6gH3w4W7Lq5yJ8kk6YVW2-Qt9F3Klb4bW1vtKwj3rVlnWW4QJ7xp6hYtbrW2G5wdx3b7xhpW8Mv5g37vJdC9V3WvH42vR-PgW4bss1s2qSNpnW2FRf0b5SLTl_W7gPsgX6sDntxW8Y6gv_7276YmN3Tz2GzQNsMKW6hDsLD4td_wCW1S5ZN254qpcgVqM5C029vhsCW1FDdyM6DhwXmW6QY8kv7ckjCRVNwyGp8lVbc-W24g2Rg96JsqbW8BHp188wmQ29W97db1m5l_cgg387K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgNLTW6rlXfD6vVBmVW6j332M3H62dfW8FFLxP9fGBMNW26ZcPZ58d0b-W2_V4Wq1MsklWN3GljJlCH3-XW6fdvck42LdsWN8MRfhG9MgfdV8gH8L1RskV-W64j96W8zscXLW3p8XTt2CZvsKW6yNtcg5WcZPGW4lT19D1GF0KZW6pKjn29k4JyTW2fwlX25p7xqQW7_98Dy8LxgjJN4zcMZKsvYq5W2t3gSM1r37cgW5vBCjv7BFQ9DW4jm08M1wqL1KN5RcVm9sPGtnW7Rxv6l78BNw_3bQ11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgMGDVS-p3X3MyQ0wW4YR8kG4Y3hclW6qLH7N4Fwp07W6ybMky7gkHb6W76xbXP60Fb2lW9gsHtP2CDLhMW8sQflj16TX7nN1n-Ysy-ZvKnW97sbPv32DylFW1RMrmn2vBTdDW7wXyDS22P_BrN6sgFNG5Qq80W7tKYr22nznBbW33rhX150ZJPbN5MRLY-x1tGbW2ln7TH2dMdfWW1bwP2V538rkRVyhKN45G4jczW1nVCDj6n0vVNW1nGcyn8VM9pNW7SzQDz15BwgFVqy5Z217M31032161
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj1L3q90JV1-WJV7CgLckW8VrGZk5nxr_zW5hBsRW45dmfpW3tmZfg6g8GNMW3z9DJN5kQ-8SW4ndbXf2wG39QW5XGzf959DQJXW6lm_Fz8t3z6YW7XMzDV6C89gLW48kNmR5bXS2VW6Sdyz-6FcdTjW6vFp5W4t8vCPW2bQ8jb5f1pqgW3Ns23M7DDjBrW317NWt4mvYdCW4F2ZT116QfQfW58SRr06qJ_97W4F8F6X5b2pFjW4n10x56vLm7hN5Yh1FZSBLwJW4YQsGl3BNdHtW3Px2CS1v0mhjW44R5NZ28ncY8W1_8NhZ1fb6nTW8LqtLj6qT4bvW2RLf298B9fjJW60plrb1Db9gHW4XZfDl1zNNFHN3b502LpRkp83bKn1
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would pay when current leases expire and are renewed, house valuations appeared to be 
well below their peak of the mid-2000s. … Loan-to-value ratios and debt-to-income ratios 
were stable in recent years, suggesting that there is little evidence to date that recent house 
price increases were driven by a surge in speculative activity, an erosion in mortgage 
underwriting standards, or increased use of high-leverage loan products. Hence, a negative 
shock to house prices may hurt homeowners, but such a shock is unlikely to be amplified by 
the financial system.” 
  
(4) Business and household debt. “Overall, business debt vulnerabilities continued to 
decrease, even as business debt adjusted for inflation grew modestly in the second half of 
2021, driven by robust commercial and industrial (C&I) loan origination volumes. A number 
of factors were moderating vulnerabilities in the business sector during this period. Firms 
continued to maintain large cash buffers, as strong earnings offset a faster pace of share 
repurchases and increased capital outlays.” 
  
“Mortgage debt accounted for roughly two-thirds of total household debt, with new mortgage 
extensions skewed toward prime borrowers in recent years. Mortgage forbearance 
programs helped significantly reduce the effect of the pandemic on mortgage 
delinquencies.” 
  
US Economy I: On the Lookout for Peaking Inflation. Of course, the opera ain’t over 
until the Fat Lady sings. To mix metaphors, the Fat Lady is the inflation genie that’s come 
out of the bottle since last March. Can she be stuffed back into the bottle without breaking 
the bottle, i.e., without causing a recession? Debbie and I think so, but that’s become a 
contrarian view. 
  
Over the past year, the consensus view on surging inflation has shifted from “it’s transitory” 
to “it’s persistent.” Now the widespread fear is that it will be permanent unless it is beat 
down with a hard landing in the economy. As a result, the soft-landing scenario has also 
become a contrarian one. Let’s review the latest developments on the inflation front before 
turning to the latest economic data: 
  
(1) April’s CPI was rent challenged. April’s headline and core CPI were up 8.3% and 6.2% 
y/y. Both were downticks from 8.5% and 6.5% during March (Fig. 11). The good news was 
that consumer durable goods inflation moderated from 17.4% to 14.0%, but nondurable 
goods inflation remained elevated at 12.8%, while services inflation rose to 5.4% (Fig. 12). 
  
Leading the services inflation rate higher in April were airline fares (33.3%), hotels & motels 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgFn7W3tW-d7415HR1F8cFxxzNS5qW3Cbt6q7J5Vt-N39gBQ_phCmzW6kml5Q2751WmW6mfQ-j4fDGHLW6MJJRV4jfp__N93778_sVjLpW1gvRyT8GHTj2W6CGV55331rM1W3QP01-6fpn9wW19Wh9b3--HrpW3gKbdy4qr7NsW49mSXx26ZmyqW97d9kH5tLxMZW50pW3V3Ln82jW4DpPjT2JQjKJW5Gtk0b8l5cKYW5mBB1F4FSDfKW4BJBvB2lYfw8W5lWfcP28yYVpV4mgtV72P7GM3bXW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgHjzN4lcJHg7Py4wW5WXrQ_49TSDHW7-XgSD7lHRCMW6Q8h3b66Z-KDW5xVNz45ZFDzXW9fVhcW7YqwKBW3_r1Fn65XJ9KW3_xPwD17WtwtN3yzwHPgLBxRW8p-3RF30FDNmW88mF4h2DBWk7W1NmYrh6x8bLKW1cBW-X7ffFXfV9Y_jC6zPtStN4FnR1PJ7q7bW6n8DB44bCk52VybTsF2TzHhJW8JvdwD6Ll3hGW2JhckH3-B_RlW771FsS9ct7M6VmFmYM6dRcYlW5kfc_F5Jjcsn2lD1
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(22.6), electricity (11.0), rent of shelter (5.2), and medical care services (3.5). Rent is 
particularly troublesome because it has such a high weight in the CPI and will likely 
continue to rise over the next six to 12 months. Here are its weights in the CPI and PCED: 
headline (32, 15) and core (41, 17). Furthermore, rent inflation tends to drive wage inflation 
and vice-versa (Fig. 13).  The wage growth tracker rose 6.0% y/y during April. 
  
(2) April’s PPI was freight challenged. During April, the PPI for transportation & warehousing 
services soared 22.6%. Trade services (a measure of markups among wholesalers and 
retailers) edged down to 15.4% (Fig. 14). Excluding these two red-hot PPI categories, 
services inflation declined to 3.2% in April. The overall PPI final demand for services eased 
down to 8.1%, while the goods component rose to a new record high of 16.3% (Fig. 15). By 
the way, the final demand PPI for construction jumped 19.6%. 
  
(3) Bottom line. April’s CPI and PPI provided a few signs of peaking inflation. However, they 
were mostly offset by lots of signs that inflation didn’t peak last month. We expect to see 
more signs of a peak by June and July. 
  
US Economy II: On the Lookout for a Recession. At his May 4 press conference 
following the latest meeting of the FOMC, Fed Chair Jerome Powell reassuringly stated: “I 
think we have a good chance to have a soft or softish landing …” In an interview on 
Thursday with Marketplace, Powell was much less reassuring: “What we can control is 
demand, we can’t really affect supply with our policies. And supply is a big part of the story 
here. But more than that, there are huge events, geopolitical events going on around the 
world, that are going to play a very important role in the economy in the next year or so. So 
the question whether we can execute a soft landing or not, it may actually depend on 
factors that we don’t control.” 
  
The latest data on consumer confidence also are not reassuring. According to the 
preliminary reading for May, the Consumer Sentiment Index (CSI) fell to 59.1 from 65.2 in 
April (Fig. 16). That’s the lowest since August 2011 and well below the pandemic lockdown 
low of 71.8 during April 2020. How can that be with the unemployment rate down to only 
3.6% during April and with unemployment insurance claims averaging just 192,800 during 
the May 7 week, based on the four-week moving average (Fig. 17)? Soaring inflation is 
clearly weighing on consumer confidence. 
  
Most unsettling is that the expectations component of the CSI, which is included in the 
Index of Leading Economic Indicators (LEI), was just 56.3 on a preliminary basis during 
May, not far from March’s 54.3, which was the lowest since October 2011. So that bodes 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0y9kQw3V7Wycr7CgXKMW6Q4_SN3Kb8STW5L9Sk03pzjCxV5B-Jj6gScbYW7wFzf91z-cf-W5N_wbK93HkTQW54rlHv6Z9B25W4_78574WD99QW2WhDdj8xrM9rW2g2Tzz4W2943W2wWkLL7hF3KnW6HQDwY1Ny-v9W15WD6S3D0KNTW2wZ5gT851DLpW8ZkjxZ8_HMK4W1qm-7Z2gtHB_W2P4Thr8lMBVgW1HhHLF1rfvvmW32fM6n3V6J0sW4Ns2fr4FBrK9W5BL-FG1nkDyZW46smbj8HGzmCW3MXvtF6ylP5QW3s2cgQ7FMjWQW8ZMd3N7jkn62W46mlKr8RF8Z-W7y9_1f7l8GnpW6GlsHL7vb1G_W3MTtcc8dwdy5N6JYK2kLPv7cW6bszMD2-qjsRW31MrNc7-dy68W6TFSzD4P0Wg2W8tg2Xk1JsH3FN2KjQ7JGc-sPW8THN6K1cW6FLW4QYwng6nhjRlW1BRk1h70c2LsW2DngwK3PJMR4W20Lq7R9dj5nbW5bR0Nx9hh7R8W97GqC08BB86TW6q_CCj2Zr3tMW69xZVg8KzMnfW3Sk9LX375yCWW2njWxN3-vdSdW29S6td58K0R6W89xv1g4cs2HCW7Nw4lx6B-TKdV2tPnm7lQm3JVPQkrM2W83cBW4MzhX43xfKNxW6mrXHp9jswxdW3bhXf-5T590JW6twrVR7HHwzcW6VdBpV89XV7sW7NdQwW5r9nRHW7Sz3Z85YDx3bW13nfn_2MZwDvW2TqVv52mjtfhW84Z5HJ22g-x9W2NPryM3wt764W14wSlT4mCg3CW5r3r705f7D_5W7gD4bH3NHzFwN2YS1f-kK2QvW8BNqy05Ckn5tW4Zd9wR8b0ZCyW8nGmPF8CTXZN3lFv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgWK-W6StJS78d8638W7ncpgX9gG6LDW7cL9QG2Vj8QHW5tl8Rm5wcJ4fW49KLly58n-yNW1XnY5h9fH9T3W9kMlzt1s_BYXW8yDVxp323pl8VQLgKr6868yRW3wLdkN947R8fN85BpmV30GMFW93fTSV91WWrGW8dKZpc39BfK4W4DM-NV5Qb2TBN5NKQz1XwhbDW8M4WpS79kWySW4BKvM-7V4Np6W7zyWZr6g6WTnW5GT6tC1P-mlKW89TnC57CytVBW8b-Xnb8s0KsbW1hLbQJ4fnHXf3b3l1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgPlyN40x4wFJftKMN2wbsk7SvkXQW73Hgxk8kfYpbW6zMPgv2QC6htW8RJmlf3LHLHlW1175851DWJGSW4S728H7H9JN-W9bzFjc3LCY5lW65c6b15DWF-VW2z9_9v5rCZ-7W1jhLHK3-ZMQsW7RkXlJ1pHBZrW2QXxpz7Mxb6LN4DWV7jPsbKmW69KP2p29--nrW4JL2TH1mZth3W87sy3c1-Y9gVW7nbVN56zlQjnVm9pKB5JJkqmW9cFJHp4npnKrW53J5f07l_64mW15zptf7V_dk83f0C1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj1r3q90pV1-WJV7CgK-xW7H3GPW2GCm2PN1PN7dkyRsmxMSJrP84rZFNW7z41Hy44KrWTN6lp-DFSyKdFW5d-wHX53n9t7W7301C56wmHx8W7fwx6V8jrZ61W6Kcj8M8n9znyW6Nh1Qc2rPKfZW8JDy_L5Dx1PPW1s4Cyk4-z6JvVb2D-f4n2BYnF1K7JcmSHtSVZhPkF7bRjRkW5tBN0S8txJSFV_J10v4NJkwYW625sG75XZGhTW74_f7q1yl4znW53ywd54NqB1TW2kHBWN3SfSKRW22stYh6lhQ9gW36Shxw9fhDHfW77rWMk4tK04nW54lNrP2Gc8htW7M_1KC8qZLb13c-R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj213q90_V1-WJV7CgZnYW8xtfpw4BsqD9W7c4gNB8_NYZxW3Lfw0W2z1zMtW66JhFT4RCnbFW5Nlvhb1M2lXDN3c1FZnG4yBJN1JK_36VqJKmW45p5kx9jk7nhW92vQX268dGNCW7r8J362SN8dmW7VcrQL6Mm9LkV320T51z02HtW6RlCqz340ddxW3lZj8M3DxZDVW7xmLMx8CRyZqW7zd0623zW1j6W1zHP-t56HKcQW3VdRB32PxvP7W3C_HfL665hvNW4hKp0Z62FvMtW7DxfW93VQqFRW829Z9B3-y2YtN5B7_FSgn2j0W4RnS9T45m6SZW8KlRPL8nZjbgW4ldgKt2R18s3W7ymsmq61fb_hW8vDN0m6WHx-rW1cXTYn4RJlsKW7XNgZ92nzY7738nV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgTFkW7Tsx954VBgDFW6xR_R13hYyksW7GjwN58QHh0zW80_rg79hYrlTVPZ2T156SDFqW2bp3_L4Dmf9NVqlbGJ4MCLZrW7c3M-r2M2ZpBVLlHHT3YZvDdVP0x3s6RxtphW3jS_2f801-3bW1bsmKl3WW13vW4ldMMM40qzQfVvSZ2H1f8bR4W5PvqXR4FCD-9W3GFx5t332gkzW32FfQW2J30RXW14xsDZ5rkMXfW9gjNv96jjlr2W63sbr3579msPW5bDr-F2G9QZ8W5_DfDf9lXQb133j31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgZKNW8QbXVj5Qglh3W7_VHYR7pfvNvW3q1jCz83hZLlW2mDKkN41yNfrW44Kl5z4tnQl5W6PFkhd2Z2VRZW5-_V6J6NyNmPW30Cvjx4296ntW1f9yLc8lkJtdN4GwNSsLxHrdW44H73t4TvX96W6D49-05X2DChTXLG066-WjjW2P_yLZ3CDqmLN2WGkypbFd1kW2B4MqY5n04mQW6PMqV42ck6FbW12T3hG4RZRYYW6ncfW-2JzfYnW52GcyJ5nsnPzW7n_YgP12X7QMMkb1xzp60gN36m-1
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poorly for the overall economy. On the other side of the ledger, however, jobless claims—
also a component of the LEI—are nice and low. 
  
Movie. “Ozark” (+ + +) (link) is a very entertaining crime drama series streaming on Netflix. 
The series stars Jason Bateman and Laura Linney as Marty and Wendy Byrde, a married 
couple who moves their family to the Lake of the Ozarks for money laundering. The fourth 
and final season just ended. Marty and Wendy are your typical married American couple 
involved with a Mexican drug cartel, the Kansas City mob, the FBI, corrupt local politicians, 
and a Purdue-like drug company, while doing their best to raise their two teenage kids. 
Along with Wendy, there are lots of offbeat female characters (like Ruth, Darlene, and 
Camila) who run rings around the offbeat male characters. The series is a bit reminiscent of 
“The Sopranos,” but its ending is much better. 

 

Calendars 
  
US: Mon: Empire State Manufacturing Index 17.0; Williams. Tues: Retail Sales Total, Core, 
and Control Group 0.8%/0.3%/0.5%; Headline & Manufacturing Industrial Production 
0.4%/0.5%; Capacity Utilization 78.5%; Business Inventories 1.9%; NAHB Housing Market 
Index 75; Weekly Crude Oil Inventories; Powell; Mester; Bullard. (Bloomberg estimates) 
  
Global: Mon: Eurozone Trade Balance; EU Economic Forecasts; Canada Housing Starts 
246.4k; Canada Manufacturing & Wholesale Sales 1.7%/-0.3%; BOE MPC Treasury 
Committee Hearings; RBA Meeting Minutes; Panetta; Wuermeling; Balz; Mauderer. Tues: 
Eurozone GDP 0.2%q/q/5.0%y/y; France Unemployment Rate 7.4%; Italy CPI 
0.2%m/m/6.2%y/y; UK Average Earnings Including & Excluding Bonus 5.4%4.2%; UK 
Employment Change 3m/3m & Unemployment Rate 5k/3.8%; UK Claimant Count Change -
38.8K; Japan GDP -0.4%q/q/-1.8%y/y; Lagarde; Enria; Cunliffe. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 2.4% last week in its 
sixth straight weekly decline and slipped deeper into a correction at 17.1% below its record 
high on December 27. The index ranked 27th of the 48 global stock markets we follow in a 
week when just ten of the 48 countries rose in US dollar terms and the AC World ex-US 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgP_-W3SMs705vpbnNW56hdwk6lPrvkN8HbR0wPL0gNW7ZcTFt7MJFz2W1NJm2s2SG_yJN3WvCTl8Vb4_W65rNc-4D0VDGW5v2v9F7LkJvGW1TVBXm8mhkyrW6Kpmk-7RyHWlW5KjbKT7B9q9NW8N4m-24ZqXqNW7pNV5G3ZRC2xN5QFQVFYQrJjW23jmCj5jjH8_W8b2n-47Q5WNdW4mXy9H2LV5pPW2M2Wx71HtkstW20wXVS28y4ZRW5s86y69hLx3sW8bw47B1FJzNMW5S8fqp1NPtVz36G31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgWSjW3cvWr21c8fsNVNH8Gd90nZwBW7hbjfy4zHhz-W6PsRCB7stZJNW1_yqnb7HKpzXN5H-F1sbBxKjW2JJKJ38J6zzgW6VZYqN3TgFC-W2MW8tW6JjD_YW6Hq4sD4XdTW-LZYY0Jrzk0W9j3sKP6DjV3PVbRTSZ7rrRdZW5gX2sk8_DMjqW3RBXqx5GHjl3W8rtfZm8FB7h9W6J-DpB6Q94nJVQdPQx8d7tLWW41SDjn1sSltfVYHLJs4pxQtbW4vpWLB3znhG1W6qXmsr99s54j32rr1
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index fell 2.0%, into a bear market at 20.2% below its June 15, 2021 record high. EM Latin 
America was the best-performing region last week with a gain of 0.3%, ahead of EMU (-
0.5), EAFE (-1.5), BIC (-1.7), and EM Eastern Europe (-1.7). EMEA was the biggest 
underperformer with a decline of 6.7% followed by EM Asia (-2.6). Sri Lanka was the best-
performing country last week, rising 13.6%, followed by Argentina (2.0), Jordan (1.6), and 
Brazil (0.9). Among the 25 countries that underperformed the AC World ex-US MSCI last 
week, Indonesia’s 9.5% decline was the worst, followed by Pakistan (-8.9), Denmark (-6.4), 
the Philippines (-5.7), and India (-5.4). The US MSCI’s ytd ranking remained steady at 
27/49, with its 16.6% decline now equal to the 16.6% drop for the AC World ex-US. EM 
Latin America has risen 5.4% ytd and is the only region outperforming the AC World ex-US. 
The laggards: EM Eastern Europe (-83.0), EMEA (-29.3), BIC (-23.9), EMU (-21.4), EM Asia 
(-19.6), and EAFE (-16.9). The best country performers so far in 2022: Jordan (20.1), Chile 
(14.5), Brazil (10.3), Colombia (10.1), and Turkey (10.0). Apart from Russia, in which 
investors have lost 100.0% this year, here are the worst-performing countries ytd: Sri Lanka 
(-64.5), Hungary (-35.5), Poland (-32.1), and Austria (-32.0). 

S&P 1500/500/400/600 Performance (link): All three of these indexes fell last week deeper 
into correction territory. LargeCap fell 2.4%, more than the declines for SmallCap (-1.6%) 
and MidCap (-2.0). LargeCap is now 16.1% below its record high on January 3. MidCap 
ended the week 16.5% below its record high on November 16, and SmallCap weakened to 
18.9% below its November 8 record high. Just six of the 33 sectors rose last week, 
compared 13 rising a week earlier and all 33 falling the week before that. SmallCap 
Consumer Staples was the best performer, with a gain of 3.1%, ahead of MidCap 
Consumer Staples (1.7), SmallCap Communication Services (1.5), SmallCap Utilities (1.4), 
and MidCap Utilities (0.8). SmallCap Energy was the biggest underperformer last week with 
a decline of 6.6%, followed by MidCap Energy (-5.6), MidCap Materials (-4.7), LargeCap 
Real Estate (-3.9), and LargeCap Financials (-3.6). In terms of 2022’s ytd performance, all 
three indexes are down ytd and LargeCap now lags the most. MidCap is down 14.5% ytd, 
less than the declines for SmallCap (-15.2) and LargeCap (-15.6). Just three of the 33 
sectors are positive so far in 2022, down from five a week earlier. Energy continues to 
dominate the top performers: LargeCap Energy (44.8), SmallCap Energy (35.9), MidCap 
Energy (28.5), LargeCap Consumer Staples (-0.3), and LargeCap Utilities (-0.6). The 
biggest ytd laggards: LargeCap Consumer Discretionary (-26.3), LargeCap Communication 
Services (-25.3), SmallCap Health Care (-24.2), LargeCap Tech (-22.3), and SmallCap 
Consumer Discretionary (-21.8). 

S&P 500 Sectors and Industries Performance (link): Just one of the 11 S&P 500 sectors 
rose last week, and only four outperformed the composite index’s 2.4% decline. That 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgC8kVW_MpM8qfKs9W2Tzw-42669ZtW4BHV3W3wjkMKW6DVvP194twq7VgLpPT8VYg6BW6jbVcc2L9p2vW3VRDlJ6V601mW38ynQs5YPZYjW59zgLJ904z8yW4xxcGy3FtNbzW3fgrLc3G1xjpW7Lw2NR6ZK4JqW16M97s1Hsb6cN34Xk9yT38HWVcptgC231ycBT9_2j6HfbTdVYgdVy7bN_TsW8_sNWg8QCm-qW7FjP3V3Qlt2tW6Cmp9d4pn3pbW547CpV8jq9VBW4fss_n3mcR0L3lsB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgWybW98xvfs4cJBLZVlWkJ988vZwbW7ztcSy4-st3zW5LrztN7ph0CcW5nZyPm8s08H9W4VNGRX1RTg8HW4RX9Nz7zqzZgW5ZvX8J37kCNQW6Gr-rl1D5kL4W9b11Hv2YJHdQW8GcKc58yTCsVN929m38_81_cVhHxl21sW_rBW2bbxjP1wB8sNW2sGwrh16957xW7wwTKF3pmcSpVQS4lz8fkFvLW8yd9Tn6MDW1qN4jPHr71b-wBW3xQgcl3qxHXpW5glV_Q8j6dnLW7p5h9h3D_2Fg2211
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compares to a 0.2% decline for the S&P 500 a week earlier, when five sectors rose and five 
outperformed the index. Consumer Staples was the top performer with a 0.3% gain, 
followed by Communication Services (-0.2), Health Care (-0.9), and Utilities (-1.3). The 
worst performers: Real Estate (-3.9), Financials (-3.6), Tech (-3.5), Consumer Discretionary 
(-3.4), Energy (-2.9), Industrials (-2.6), and Materials (-2.5). The S&P 500 is down 15.6% so 
far in 2022 with seven sectors ahead of the index, but just one sector in positive territory. 
The best performers in 2022 to date: Energy (44.8), Consumer Staples (-0.3), Utilities (-0.6), 
Health Care (-8.9), Materials (-9.1), Industrials (-12.1), and Financials (-14.4). The ytd 
laggards: Consumer Discretionary (-26.3), Communication Services (-25.3), Tech (-22.3), 
and Real Estate (-17.0). 

S&P 500 Technical Indicators (link): The S&P 500 fell 2.4% last week and deteriorated 
relative to its 50-day moving average (50-dma). It weakened relative to its 200-day moving 
average (200-dma) for the 11th time in 14 weeks. The index closed below its 50-dma for a 
fifth week after four weeks above and closed below its 200-dma for the 12th time in 14 
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 a fifth week as the index improved on Friday to 7.1% 
below its falling 50-dma from Wednesday’s 25-month low of 9.5% below. That’s down from 
a 27-week high of 4.9% above its rising 50-dma 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 closed Friday at 10.2% below its falling 200-dma, up 
from Thursday’s 25-month low of 12.4% below. The latest reading is down sharply from 
10.8% above its rising 200-dma in early November. That 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): Two of the 11 S&P 500 sectors traded 
above their 50-dmas last week, unchanged from a week earlier. Energy and Consumer 
Staples remain the only members in that club. Three sectors have a rising 50-dma, down 
from four a week earlier as Materials turned down w/w. The remaining members of the 
rising 50-dma club: Consumer Staples, Energy, and Utilities. Looking at the more stable 
longer-term 200-dmas, just three sectors are above, unchanged from a week earlier; they 
are Consumer Staples, Energy, and Utilities. For perspective, at the depths of the Great 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgX5XW8SvsH95S250MVWL2gW8Zxyh4W1FdBSm3KvCdqVFPVfc2Wf-ZBW6YjCM-8Q4TqqW1b-lCF58v1RkW7tslDy4v0zqcW8R4Skd6xm9m6W69M5P1814L9rW2cD9Dt589hgZVqXthf34J-8jVQvMqJ1PxXYfW5lsVV95yxqGRVLyzwy7Vl9_lW194Njm15CjBpW3BVn7K5f83zfVZn-V-53pchyN66-tv_g6J91W4DH5gD3R1wkXW2Zh-Bm9810qYV1QrwM3WdLtzW5MJRB17Whsj737K21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgMrtMFKPZXqcr3_W5TxSwq7c5hk4N3WXmfC5tgVGW3vLyDQ72-MXrW5JRdns5vWP9nW1TKSMX5vrxDTW5HkXQY4xSH9cW6szPr94blyXvW8psJ3M2Rs2NVW7HQsrt48S44XVYjxhs7dQ-jGW7pPwxW1TcBjgW2XhMTd2BshnNW60BcbX1Nbw40W1GKT1k2NMNT5W5MhFfz3YmMpbW4J8-1t8WLK3bW4nJZc05SVwKtV_Y68993hzZ5W7FwS5S3Gqb76W2tM68m81QWfTW3C_GHL1fzpS43b6h1
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Virus Crisis in April 2020, Health Care was the only sector trading above its 200-dma. Four 
sectors have a rising 200-dma, also unchanged from a week earlier. The four members of 
the rising 200-dma club are Consumer Staples, Energy, Materials, Real Estate, and Utilities. 

 

US Economic Indicators 
  
Producer Price Index (link): There were some signs in April that price increases are 
moderating, though rates remain at a high level. The increase in the producer price index 
for final demand slowed to 0.5% last month, after a record 1.6% increase in March; these 
prices rose over 1.0% in each of the first three months of the year, by an average of 1.3%. 
Core prices—which excludes food, energy, and trade services—advanced 0.6% last month, 
following gains of 0.9% and 0.2% the prior two months, matching its average 0.6% per 
month increase the first four months of 2022. The yearly rate for the headline measure 
increased 11.0%, easing slightly from March’s record-high 11.5%, while the core rate was at 
6.9%—a couple of ticks below March’s record rate of 7.1%. The PPI for personal 
consumption edged up at a 17-month low of 0.1% in April following March’s record 1.5% 
jump—averaging monthly gains of 1.1% the first three months of this year. The yearly rate 
slowed a bit, to 9.5%, from March’s record high of 10.3%, suggesting that April’s PCED rate 
could slow from March’s 6.6%—which was the highest since the early 1980s. Prices for final 
demand goods continued to rise at a rapid rate in April, climbing 1.3%, after gains of 2.4% 
and 2.2% during March and February, respectively—pushing the yearly rate up to a record-
high 16.3%. Meanwhile, prices for final demand services was unchanged in April, after 
averaging monthly gains of nearly 1.0% the previous five months. Its yearly rate eased to 
8.1% from March’s record rate of 9.2%. Looking at pipeline prices, pressures remain 
elevated, though have eased from recent highs. The yearly rate for intermediate goods 
prices held at 22.0% in April, down from November’s 26.5% y/y—which was its highest rate 
since the mid-1970s. Meanwhile, the yearly rate for crude goods prices accelerated for the 
second month to 48.2%, after slowing from 59.0% last April (within a tick of its 59.1% record 
high in April 1973) to 33.7% this February. 

Import Prices (link): Import prices unexpectedly stabilized in April, reflecting a drop in oil 
prices. Headline prices were unchanged in April, following a 2.9% jump in March (the 
highest monthly gain since March 2011) and 6.8% during the three months through March, 
with the yearly rate slipping to 12.0% from 13.0% in March—which was the highest since 
July 2011. Imported fuel prices fell 2.4% in April after shooting up 39.2% during the three 
months through March, with petroleum prices falling 2.9% and rising 42.9%, respectively, 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgXz6W501JSn4P6ZbHW5JM7pg8Xxn-9N90M3x03VSz-W1K3vsl6tBFnPW8ccxqK8bbY2vW95XFFM7gMw0fW34s6Y34X5WmqW6dGvCh6fgr6yW5S4JjG7WgvG_W5zfGZC8mQgmZW29_3Fr4JrzQ5W54XW996ghgljN4XGwfMVfStLW5Hp9gH9bc_kXW6nFHX15wDvD6W99dCD73gR6BJW1pJ0wt59C1xjN8GRysWX48VFW3bsZz71Ndq0BW5ccT7p6qg4GHW1GFqV12sT678W7Q167G6-Mwxv39Gf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgQ_TVxKvgF5fFWnPW5rYY3T93Q5P-MDnZB8D-JQgW5cCH9q258ln6W5HVM137hlm5gN2yhRwlJhFV5W1lWL316x0GyQW3vS7Mj4xrPnkV1YVwb7WltCBVmpTNz2Vlqd5W178wDx6L3GdnW6vh7zT63fy5TW7Nn7FY6s7ppXV_swxj7N5f-bW35Njk23Qy5rGW3PqRht9fzVrfW4k8JKH5Y2l23N6kggtW4R6lSW7f5fqK3bCgMkW2ch2hG2kxqkXW7L6J5Y8CZd_jN3--hwgRKLfk3npx1
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over the comparable periods. The former rose 64.3% y/y, while the latter rose 63.0%. 
Nonpetroleum import prices climbed 0.4% in April, one-third the average monthly gain of 
1.2% during Q1, with the yearly rate slowing to 7.8% from 8.2% in March—which was the 
fastest 12-month pace since mid-1988. Meanwhile, food prices increased 0.9% in April, 
following average monthly gains of 1.8% during Q1, with the yearly gain easing for the 
second month to 12.1% from 15.7% in February, which was the highest since July 2011. 
The yearly rate for industrial supplies & materials imports slowed to 35.2% in April from its 
record high of 55.2% in May 2021. The rate for capital goods has been on an accelerating 
trend since bottoming at -2.0% y/y in November 2019, climbing to 3.8% this April—which is 
the highest since fall 1992. The rate for consumer goods ex autos (3.1% y/y) barely budged 
from March’s 3.2%, which was the highest since the end of 2011, while the rate for autos & 
parts (3.0) held steady at its highest rate since February 2012.  

Consumer Sentiment Index (link): Consumer sentiment sank to an 11-year low in mid-
May, with both the present situation and expectations components heading south and the 
former dropping to its lowest level since March 2009. Meanwhile, on an encouraging note, 
both the one-year (5.4%) and five-year (3.0) mid-May expected inflation rates continued to 
move sideways. The Consumer Sentiment Index sank 6.1 points in mid-May to 59.1, more 
than reversing April’s 5.8-point rebound, dropping to its lowest level since August 2011; it’s 
considerably below its pre-pandemic reading of 101.0. The present situation component 
dropped for the fourth time this year, by 5.8 points this month and 10.6 points over the 
period to 63.6. The expectations component contracted 6.2 points to 56.3 in mid-May after 
rebounding 8.2 points in April from the 14.0-point drop the first three months of this year. 
The present situation and expectations components were at 114.8 and 92.1, respectively, 
during February 2020. Joanne Hsu, the survey’s director notes that the decline in sentiment 
this month was “broad-based and visible across income, age, education, geography, and 
political affiliation, continuing the general downward trend in sentiment over the past year.” 
Higher prices pushed buying conditions for durable goods to its weakest reading since the 
question was first asked in 1978.  

 

Global Economic Indicators 
  
Eurozone Industrial Production (link): Headline production, which excludes construction, 
declined for the second time this year in March, contracting 1.8%, following a 0.5% gain and 
a 0.8% loss the prior two months—continuing to bounce in a volatile flat trend. There was a 
sea of red in March, with output of capital goods (-2.7%), consumer nondurable goods (-2.3) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgQDJV6WWcy4YFXPcW2xCbtf310wQJW88-zpj4T31x8W4Sn0r6285rvrW92BRjX4vGLtjMQr2mKbQKRwVJ5X-X4YrhKXW2P_hSP9k0p5bN9kvpy-n2qWJW6NhRly1KXYh1W7HzyLk2BknCBW7wlgzQ2gXf0YW5Z7_H55YCDFTN897DQqs2WCVW2_j1KQ3NqxVNW8yMHnS31_Hy1N26L1P_qxcpDW85fnTz7pvwflW85z9D_7v6FRtW5XC95g1d1b4wW5fg_zL1Ql_F6W4jgXDV5P1S7M3dQM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgJzkW8-wlG38Zp_pLW8FWVmz36_1Q-W39XVcz3w-M0TW1f6LWl8Wq_B7W5VXm6t5Z_6HfW2__6ZZ31f-fKW7hLT5N1Q5GJwW50jf-v6jHRZvW3GpgRc5PNl-YW8CfQq62J4lTXW9hF_mR2RDb87W2f2ccb1rN25XW3BFlg93Rl3FmW2tw7RQ7_sfDpN14LlsM4NP02W4Sb1qn1njQ0FW2V71W94j_Pz5W4NZpSj7Dc63fW49NF8q1pfVZFW5Tclf87FT_vjN4NW0s5sSkPNW1cjmQH1LF0LQ3cQh1
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intermediate goods (-2.0), and energy (-1.7) all posting notable declines and only consumer 
durable goods (0.8) production in the plus column. Overall production was 0.6% below pre-
pandemic levels, with both consumer durable (6.8%) and nondurable (4.7) goods output 
above, while energy (-5.0) and capital goods (-3.5) output were below; intermediate goods 
production was back at its pre-Covid level. Production data are available for the top four 
economies for March—with three of the four taking a step back. Here’s how they performed 
during March and relative to their pre-pandemic levels: Italy (0.0% & +2.7%), France (-0.5 & 
-5.4), Spain (-1.8 & -1.2), and Germany (-5.0 & -9.4). 

UK GDP (link): Real GDP stalled in both February and March, while inflation soared to a 30-
year high of 7.0%. Real GDP ticked down 0.1% in March following no growth in February, 
first reported as a 0.1% uptick. March’s downtick reflects a drop in car sales due to supply-
chain problems. Growth expanded 0.8% (not annualized) during Q1—boosted by a 0.7% 
January gain. Worth noting, even with the recent weakness, real GDP was 0.7% above its 
Q4-2019 level just before the pandemic. Real GDP expanded 3.0% (saar) during Q1, 
boosted by strong growth in real gross fixed capital formation (23.4%, saar), while real 
household consumption (2.2) posted a moderate gain. Meanwhile, trade was a big drag on 
Q1 real GDP growth—posting its largest gap since records began in 1955—with real 
exports sinking 18.3% (saar) and imports soaring 42.7%. Real government spending also 
subtracted from growth, contracting an annualized 6.7%.  

UK Industrial Production (link): Production contracted for the second month in March, by 
0.2% m/m and 0.5% over the period, with manufacturing output declining 0.3% and 0.8% 
over the comparable periods. That followed three-month increases for both of 2.3% and 
2.7%, respectively. Headline production was 1.6% below its pre-pandemic level in March, 
while manufacturing was 1.0% below. Meanwhile, two of the four remaining production 
sectors—mining & quarrying (-13.7%) and electricity & gas (-6.0)—were also below pre-
pandemic levels, while water supply & sewage (8.2) was above. Looking at the main 
industrial groups, intermediate goods production moved back toward January’s record high, 
recovering 0.3% in March from February’s 0.8% slide. Output of capital goods expanded 
1.1% after contracting 2.8% in February, bouncing in a volatile flat trend over the past 14 
months. Meanwhile, consumer durable goods production remained on a volatile uptrend, 
climbing 2.1% in March to within 0.8% of January’s 26-month high, while production of 
consumer nondurable goods sank to an 11-month low—6.1% below its record high at the 
end of last year. 

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

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgRPRW6S_4qQ8S7y6mW4_6tfx84WjTgW5HBRwq65f1qKW5ntq5y98lmJkVgc6RX8GHkx7W23cRlj71GMTvW8B9F-84NMLxRW2l-qtv61xm4WW1hYR3K2LVQtcW6MZzcj2jmrgNW2-fhvv5Z8DCqW6NrgPy19pzx4W26TSHV6-dVhTW3gJFLj33b6M6W7hRWkR7N65DsW64wKXV6_gV8yW2hSCSH2J0YnLW3SLdM94JbwczW1P8ZBR49YBYpVjkD-m8rhw5ZW7M53lR5168nCW7P9d7B6bGSDP37n61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWpfvx82411VW3KG5pg1v_3D4VwDG2D4K5C4kN2glj0S3q8_QV1-WJV7CgXv8W6_PLCZ5lst54W8qTd_51sqb6CW1v7CN95qmF2bW55NjyT3VXRq2W2mJdsx21K4HBW38x5ry5TRbfxW4zMy0t7GJVQ9W2Hjg0x6B_CkwW6_CxLt6r_mgdW4ml5Nm2g_c0GW1tLXxR8xCmxxV8GSZZ3sbQvjW4DJhtr7KGq6FW7B_GY15yqq01W8pxzbR6kv6nYN20_vvDnkhrvW8Gb1Yg4w4P2yVP3ndr5HS9b3N20plxmxx291W3ml3v720F9xwW3vM1Ns1gcNwnMwR3RthmGLb38Q31
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