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It’s Fed Day! 
 
 
 
 
 
 
 
 
 
 
 
 

Yellowstone: Timing Is Everything. “Après moi, le deluge!” means “After me, the 
deluge!”—with “deluge” referring to a flood of troubles. The declaration is often attributed to 
French King Louis XV. Of course, he was remarkably prescient: He was succeeded by 
Louis XVI, who was beheaded during the French Revolution. 
  
Today, we can attribute the declaration to Fed Chair Jerome Powell, who flooded the 
financial system with liquidity in response to the pandemic. Both presidents Donald Trump 
and Joe Biden also flooded the economy with helicopter money in response to the 
pandemic. Now we are all paying the price for their royal excesses with a deluge of rapidly 
rising prices. 
  
You can also attribute the declaration to me. One week after my wife and I visited 
Yellowstone National Park, all entrances to the park were temporarily closed due to what 
the National Park Service deemed “extremely hazardous conditions,” including heavy 
flooding and rockslides. There has been no inbound visitor traffic at any of the park's five 
entrances through at least today. Après moi, le deluge!  
  
The Fed I: Heads Up! It’s Fed Day! Following the release of May’s CPI shocker on Friday, 
Melissa and I concluded that the FOMC is more likely to raise the federal funds rate by 
75bps than by 50bps today. Our expectation was confirmed on Monday by a WSJ article by 
Nick Timiraos titled “Fed Likely to Consider 0.75-Percentage-Point Rate Rise This Week.” 
Nick is the Journal’s ace Fed watcher. In the past, Fed chairs have often provided the 
markets with a heads-up by leaking their latest views to the WSJ. The article starts as 

 
Check out the accompanying chart collection. 
  
Executive Summary: Now that May’s CPI report has dashed hopes that inflation has peaked, it’s 
clear to investors that tethering inflation will take more aggressive tightening by the Fed. Today we will 
find out if the FOMC has decided to put more muscle into the fight. Will Powell show the same 
conviction to stay the course as his predecessor Volcker did decades ago? This may be Jerome 
Powell’s Volcker Moment. … Also: We look at what various Fed officials have said recently about the 
battle against inflation. … And: Tuesday’s inflation numbers mostly showed that inflation isn’t getting 
worse, but it isn’t getting better either. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXQL5nKvpV3Zsc37CgRlnVzMv5l4YQ0ngN37MjV7JybyPW1p2BYv2H2PZbW4bpXkD6l3-XFW3j20xb5bWsKMW6TgXYm8NSZ2WN8QCrJmLjVnsW1Md7sG4-9dYFVS5dkC37TBKbV34h7T6KLVBtW32ZFcf4n_GmkW8Q8mnl4-gNdxVjJ9NL5Z_GGnW1-yStv2dRCLfW1hGjYV34smPWW2ZjKS41X20-6N3QX8xsMGqVMW1pxcN52_--8mN4gLVY_R120_W8c-y6N56MfCFW6ZrQgj5sxPjpW8p2rVd8SN12bW3kh5Tk6vtKCkW3-QgCg5y9PgPW4KcDtP7w2L2KN8JVNQ5qkyh_Vzbt0M6S-blKW1HhjPQ6FVy3MW5PmNTR7nJ8B7W45hx5631V7sKW3V3SNg10nRB1W4xn6g_8wStH9W93jYRc65rDnHM19wKn7X13k3b_t1
https://www.yardeni.com/pub/cc_20220615.pdf
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follows: 
  
“A string of troubling inflation reports in recent days is likely to lead Federal Reserve officials 
to consider surprising markets with a larger-than-expected 0.75-percentage-point interest-
rate increase at their meeting this week. Before officials began their premeeting quiet period 
on June 4, they had signaled they were prepared to raise interest rates by a half percentage 
point this week and again at their meeting in July. But they also had said their outlook 
depended on the economy evolving as they expected. Last week’s inflation report from the 
Labor Department showed a bigger jump in prices in May than officials had anticipated.” 
  
In other words, don’t be surprised if the Fed hikes by 75bps today instead of 50bps. We 
have been forewarned. The FOMC last raised the federal funds rate by 75bps at a meeting 
in 1994, when the Fed was rapidly raising rates to pre-empt a potential rise in inflation. It 
was one of the few times when monetary policy tightening did not lead to a recession (Fig. 1 
and Fig. 2). 
  
The two-year US Treasury note yield rocketed to 3.40% on Monday (Fig. 3). The 12-month 
forward federal funds rate futures jumped to 3.96% on Monday as well (Fig. 4). 
  
The Fed II: No Longer Woke for Now. In Monday’s Morning Briefing, Melissa and I wrote: 
“Perhaps the most important similarity between the 1970s and recent events is the lame 
response of the Fed to the wage-price-rent spiral. The Fed was well behind the inflation 
curve during most of the 1970s and is now once again. In many ways, the Fed exacerbated 
the current spiral. Most importantly, under Fed Chair Jerome Powell’s leadership, the Fed 
turned woke and prioritized ‘inclusive’ maximum employment over its stated 2.0% inflation 
target in its August 2020 statement on its long-run goals and strategy. Also in that 
statement, the Fed embraced flexible average inflation targeting, indicating that it now 
would tolerate inflation overshoots to compensate for prior inflation shortfalls. 
  
“By maintaining ultra-easy monetary policies through the start of this year, the Fed 
succeeded in lowering the unemployment rate to a recent low of 3.6% over the past three 
months through May. In addition, the ratio of job openings to unemployed workers rose to a 
record 2.0 during March. The result has been a significant increase in wage inflation, which 
has spiraled into price inflation, thus eroding the purchasing power of all workers. That has 
been the unintended consequence of the Fed’s wokeness!” 
  
The rebound in inflation has forced Fed officials to turn less woke and to refocus on bringing 
inflation down. At his post-meeting press conference today, Powell is likely to be more 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgRNDW427hLp3jhw7mW1pyV7F7TdTWQW94KXcL1Hy8nwN6HzpLLHD7Q4W6STNNp5pDQvNN5lY5sB7ZPZNW3bwx8-3DkxjlW8ZN5Wr6lFTl1W8WmNQs6z8LypW2pcjcm2FyJVPW96TTQZ1bWZgGW7xwMxj3Bv1HCW46z5Ns7XnyW_W2w7zmZ6rFVppW9dPmn07BsfZdW8NmxjX4QxF4nW2qbR9y5h7bvKW7X58m05rGW4-W4SBXxz7SQzGzW3MVbhF8rZtJ1W8ZYKpq8ZcL00W4zsH5B1RFQl0326C1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgSjxW57zsJ1811Yx6N1W4r5nVV3LXW4ZVdVX4KP8g_VL5B_K8hbQFgW7WWPqS3_KR3-W8WVF4S5FSYwyW1VDp4X5j1MqwW7bLRjn4DdGVmW4Xv4Vf1hx2qLW5JqrZ33wSt9VW5ZRwZ593MF6XW3MnqZB1CF5z7W7V4KsJ8PdcdHW2qHQjX5GM0tFW8q06xf36m3ZdW1Vx75h5xH6bnW4j3KqN14qhRhVz9Np68-gC_8W3TkLzj28-P0VW9bCkqT1chTbVW7y_XJZ6-2dxZW2QbqWn3r6FqQ370j1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgWFrW4_34tq94H65ZN1jtRcxrC8wBW5xj8nJ1YdwJhW3tqgb92Fc8R3W9jS16W27P4gpN2drFhzCqkPvW4QV-T71bXLX4W8B1XTq3M0r0SW3FxSl27cz_9GW5x-5V83tnf_0N4m4cKKf-Yf3W2qlmjb266KMFW33q7GH8FWW6wW20_pzB5g5k1RW5xpmDd4FRQdVW17LC998fYZR2W8bLwfh2tQJCSN2cz8B1c_G-NW333D946Rsqb6N338zrFX7JkxW6P7lKf12v5XBW54fs7R4rKCQP3bDk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgVqDN9lF6BKxYNh6W7RbFQD2vGgTcW157D97611HrqW5NZMnj4MmK0RW1yqhMf4qhgFRW2p5Rzc58sNc8W3CL5Qt5BtGlCVcK84j70pDmGW5pg23z5KLfbrW1MWmZ_4lMtHxN3H8mmrj52K4W2PfMv62Kr2JyW70LTGQ1m6lDLW3GF8XX1MFydpW53NK9m2nLn1HLV7jhRMDp0W3L4GxV4Zpbt6W4MQBQK8Kght-W6ptvLv94wK_0W9f5-967gykXsW879QYm5HLCLVW5pcQ-193yBfZ36xG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRD3q905V1-WJV7CgZKHW3XTbDc1mfpF-W3JdZ_g3J8z3sW5xxXdb6y0P6MW5k7crK8QMzSpW7LHmnJ6njn0KW1hjJ4T7ndBPMVCjvYf21z6ZqW6yNwmV6RgMdpVGZBNp2y3V5VW6MnLrG5Yc_90W6L7Zct8hBksxW3dgL_w8Wt4-1W1jlzVT12wgMbVXpQ4T1KQxlVW3fBRQ53VRDJFW6lYj6N5pV-srN1mpsnmbBwGsVztJzT1H5d46VRSPYL2TqVSZW3Cfz9t4xRzVTM5kyqcY78dkW69Cdt-7-dhH5W6mHTmv1W2pk4W959H_v4gZPz_34681
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hawkish than usual and indicate that similarly sized hikes following the FOMC’s next two 
meetings, in July and September, could take the range up to 2.25%-2.50% next month and 
then to 3.00%-3.25% in September, in line with the predictions of both the two-year 
Treasury bond yield and the 12-month futures rate. 
  
By the way, on April 21, in pre-recorded remarks at a special briefing of the Volcker Alliance 
and Penn Institute for Urban Research, Powell called former Fed boss Paul Volcker, who 
battled high inflation in the 1970s and 1980s, “the greatest economic public servant” of the 
era. Volcker raised interest rates to a record 20% in the 1980s in response to the nation’s 
double-digit inflation. Volcker had known that to save the economy, he needed to stay that 
controversial course and couldn’t be swayed by political opinion. No one ever accused 
Volker of being woke or anything like that. Powell’s Volcker Moment may have arrived. 
  
The Fed III: Talking Heads. About a month ago, Fed Chair Powell said at a May 17 WSJ 
web event: “What we need to see is clear and convincing evidence that inflation pressures 
are abating and inflation is coming down—and if we don’t see that, then we’ll have to 
consider moving more aggressively. If we do see that, then we can consider moving to a 
slower pace.” Powell and his colleagues had hoped that supply-chain problems would abate 
to help lower inflation over time. 
  
But investors’ hopes for an imminent sign of the clear inflation peak Powell is awaiting were 
dashed on Friday with the release of May’s CPI report. Now, the prevailing view is that 
global commodity supply shock associated with Russia’s war on Ukraine is expected to 
worsen supply-chain bottlenecks and further raise price inflation for food and energy. 
China’s Covid lockdowns are also exacerbating supply-chain problems. 
  
So far this year, the FOMC has raised the target range for the federal funds rate by 75pbs. 
Forward guidance in the May FOMC statement said the Committee “anticipates that 
ongoing increases in the target range will be appropriate.” The Fed clearly needs to be 
more aggressive to bring US aggregate demand more in balance with available supplies. 
  
After the May meeting, Powell suggested that at least two 50bps hikes are coming and 
repeated that message to the WSJ on May 17. But more aggressive hikes over the near 
term now are likely given the persistence of inflation with May’s CPI report. Additionally, by 
September the Fed anticipates about $95 billion of securities rolling off the balance sheet 
every month. That would reduce the Fed’s assets by about $1 trillion over the next year, 
which various Fed officials have suggested would have a tightening effect equivalent to two 
or three more rate hikes of 25bps each. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXSc3q90JV1-WJV7CgHMXN3SNtKf61hKvW5y49Q13QNLfMW2MGy_p4Dh7TFW2Cqqt13HSrXVW8rjf3q70cCBFW2FcfTm4FLMSWW3hP3Lk8mtsKlW8794w949950ZW5npH4V8VkKwWW8DzW6f53GrgsW423RbZ2KbcYwW1fNH-N4Jp52QW4wtMDd96PNHXW5SNZkF3Cdr_XN3XGgHZz95BjW7gxCkj9gB9JWW6Tt3Rx9jYdhmVQ72c331LqM1W8KWDk02plWdvN72Yfmm-fThLW4tffbd8f9rssW4xWHcr4ByB0VW1tLL4T8cn8GsW1P4wQ93SkGJTW7HCm5_9dQyRnW72-hB230Yv55W7y5tty1WBn2BW5Nmvwz6BBQSw3c-Y1
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Let’s review some of the key views expressed by various Fed officials prior to the blackout 
period that preceded the June 14-15 FOMC meeting: 
  
(1) Measured hikes. Before the March FOMC meeting, St. Louis FRB President James 
Bullard was the first to come out and say that the FOMC could raise the policy rate 50bps. 
Others, including San Francisco FRB President Mary Daly and Cleveland FRB President 
Loretta Mester, had said they would prefer not to be quite that aggressive, recounted former 
Fed advisor Ellen Meade during an interview with Bloomberg. 
  
During a May 30 speech in Germany, Fed Governor Christopher Waller said he supports 
tightening policy by another 50bps for the next several meetings. By the end of this year, 
Waller wants to raise rates above “neutral” to lower demand for products and labor and 
bring it in line with supply. At the time, he noted that financial markets expect 50bps hikes at 
each of the FOMC’s next two meetings and a 2.65% federal funds rate at year-end, 
implying 2.5 percentage points of tightening this year. But that was prior to the release of 
May’s CPI numbers. Waller said that his plan is in line with markets’ expectations but is 
“prepared to do more” if “the data suggest that inflation is stubbornly high.” 
  
During a June 2 CNBC appearance, Fed Governor Lael Brainard said: “We’ve still got a lot 
of work to do to get inflation down to our 2% target.” She said it was reasonable to expect 
two 50bps rate hikes at the next two meetings. Brainard emphasized that she did not see 
the case for pausing the rate hiking after that, but said it was too early to make that call. 
  
The possibility of pausing hikes after two more of 50bps each this summer has been floated 
by a couple of Fed officials, including Atlanta Fed President Raphael Bostic and San 
Francisco FRB President Mary Daly. Daly said on CNBC on June 1 that she backs raising 
interest rates by 50bps for the next couple of meetings, followed by taking “a look around” to 
see “what else is going on.” 
  
(2) Soft landing. Waller attempted to explain how the Fed might achieve a “soft landing” for 
the economy and subdue inflation without harming the labor market in his May 30 speech. 
In his view, layoffs wouldn’t increase as labor demand cools during an economic slowdown 
because job vacancies currently are high. He would expect to see fewer job openings, but 
not higher unemployment. Brainard similarly told CNBC that tightening shouldn’t harm an 
economy in which household and corporate balance sheets are as strong as they are now. 
  
(3) Employment priority. At least, Fed officials are no longer delusional in their thinking that 
employment should be prioritized over inflation, as they had outlined in their August 2020 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXR15nKvJV3Zsc37CgCR3W7gXnj51SRwXVW54sNCd2m86lxW1lTdgT8xGt2tW82vZl775hyC3Vc5cN6250ZW9W8y6vP_8v4J57W8rmGz626mB__W8N1p_C8k01SBW7yrw5x98bRbGN2ZKJ6SnlzkqW2pPZfw79jMswW4ZJwYJ1Kvb5WV3YzT_6nWGpgW7q9Jwq4g31qzW6_CxNK1nPdrjVkyL3G59Q00CW6X93HH8MCcyVW1S_xjD7rbf52V8rS9y5dGBlXW8nfMS62KKmwnW1WPsMp2WC-q5N58W007987FJW7t9P7R5ZzX1hW13zPsf5JHl70W7CrpXk2TRQw8W8zrdjl66Fl-0VpWRQn8S4ch-N4zN7FZws9D5W31mfQs7FZYb4W7kjgW23sTBV5W6VZqg_98LB-LW3prm9p6jJVTgW7WHsmG1c_YXqW3pbf7R4ZLmWjN4Wgml-hwKrgW6_KKtX7Y3zZd3jl91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRX3q90pV1-WJV7CgTsDW1z0kgs1L1RMWW3JsmKh1fHzzdW5wzrsw6rYQq8W5RX-H74Jcsb4W1QnvHD7RG0r2W78JCMQ2lmC5cW7cxjMD3mjsqBW9jn-Hc2q0m3JW3J4hR66cVRbsVlHwQn7N-XdgW4MCpST5pvnl6N72jNNStBydlW2zmNC44Pm0pqN5C-hGH1n9RGW5y69H33cpl6mW6c0GQW8WZRnTW28t2-D8cPpxHW93pm0V15s1p_W7NKBPS8qWJl_W5XyZH-9gtrp5W85qY3R4tT_hCN40xnpg2M4b-W5m4njV8KNNQyW3g-2X066zP1MW341n6f8J8ypgW7hZQVn7-nzGc3nCn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXQL5nKvpV3Zsc37CgQJMW6VgW2Y9h5k91W8XsgkV4pTQ-mVNW2tp7y6kmdW7bXhNz12mLW3W3zwBnj7NrgfHW85HXmH5zNZ31N8bVPJ9RLN_QW38Q4vR1QWq-1VT4GSv47vFYmN7J3ZdRd9L2HW6H1D944bsLhZW35zxS27b1JspW2nF_fN2mxx6bW8p-k8C94hRL_W4QxKT_1-JkjfW7MR750504XpcW5YjMCD41LZqbW5VjPCP5PzSQ0W3lX6Dj1mc1vVW5wcsgg3CCkD7W8qjHvT3WBWjTW5fK3_F3q_mMdW4jKYWq67Y2JSW4l5Fkc6XgRlXW8C-s-l3VNftmW3CXJWM6nN3M0VDXF7y1JTfFnW6xTqTT7rDwbNW1KKwcy448D6NW61g--g2CfxtGN7BR7_Zmy8X2W95_1tx7R16VWW9lGLZ_4TF3LPW4FmQHq63J07J37Hb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXQr5nKv5V3Zsc37CgPRdW1Q6V0L85NCpqW5YvDkT58npSFW8Vd4Zn7LwNXbN5W6bhkqkhTyW3x9Pw94DNj7QW1tMpL72vv0XPW7_C4Ky1XBYwhW8nmy1J56sry6W2P80_489p-dyW3h4DGk1-gn6jN4km7x-fNzFsW1sVh3f5pdP03W1Ggqgf2Q8h-QW2TKYw68KTKNTW6HpsbJ8f7hKLW6Ql_dV6wx3l8W7fM3pr3xqyLxN3Lf89vydrsvV74fQ88Rr1SWW5H--Sz2jB31bW8D6Xqw473QVjW4BDfBS1VjZmvW1fXj4S7cy6fwW83zK8j6PZKQvW7Dl861540f7XW2PQ2vM5DP9PGW1_gb9M8BN43SW96LhK58Kd5GGW5llMxq1R7TSHW9jK0-83RWsK7W6sp8yD2kDQXsW7hwFBY16Q4Kc3dS_1
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revised Statement on Longer-Run Goals and Monetary Policy Strategy. Fed officials 
supposed at that time that if they allowed inflation to rise as the labor market ran hotter, 
then labor market participation would continue to pick up as opportunities improved for 
marginalized Americans but inflation would not get out of hand. 
  
Brainard, a chief proponent of prioritizing the employment mandate, clearly has changed 
her thinking in recent months. She said in an April speech: “All Americans are confronting 
higher prices, particularly for food and gasoline, but the burden is particularly great for 
households with more limited resources.” Now, she says: “getting inflation down is our most 
important task.” Waller agreed in his May 30 speech that “the Fed’s top priority” is “inflation” 
even though the labor market participation has not fully recovered from the pandemic. 
  
(4) Not behind. In an earlier, May 6 speech in California, Waller had defended the Fed’s 
perceived inaction during 2021—saying that even though the Fed did not change the 
federal funds rate last year, it did in its September statement provide forward guidance on 
tapering Fed assets as a precursor to this year’s rate hikes. But during his May 30 speech 
in Germany, Waller acknowledged that inflation has remained “alarmingly high.” Core 
inflation is “not coming down enough to meet the Fed’s target anytime soon,” he said, 
adding “we are not meeting the FOMC’s price stability mandate.” 
  
Inflation: More of It. Tuesday’s inflation numbers mostly showed that inflation isn’t getting 
worse, but it isn’t getting better either. Fed officials have rightly observed that their forward 
guidance has tightened credit conditions. However, they haven’t done enough yet to 
actually bring inflation down. Consider the following: 
  
(1) PPI. The PPI for final demand actually edged down during May to 10.8% y/y from 10.9% 
during April and 11.5% during March, its most recent high (Fig. 5). The inflation rates of the 
PPI for final demand of goods rose to a new high of 16.6%, while services edged down to 
7.6% from its recent high of 9.2% during March. 
  
Much of the improvement in services occurred in the PPI for trade services, which 
measures markups of wholesalers and retailers (Fig. 6). It fell from 18.2% in March to 
13.6% in May. Most disconcerting is that the inflation rate of PPI for transportation & 
warehouse services moved still higher to 23.9%. 
  
The inflation rate of the PPI for personal consumption excluding food and energy is down 
from 8.0% in March to 6.5% in May (Fig. 7). That seems to confirm that the core PCED 
inflation rate may be peaking, as we’ve been expecting. However, the PPI for final demand 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk5nKv_V3Zsc37CgH16W9ltkSJ14QsfvW5192sm6-_rFWW82GzvB6Scn1HW6J3_Bs8jjbX-W7hd-GF8k0VfkW3mrK-R1PwF7hTLTcm5B3MRXW62ZWcC527T9kN5v2_WdBTcmfW17CJ7y5bbB9WW7Fl6dd8131nVW1sKYKx8ZxdM5W6gM8jW6vqF6mN1cC74DZzpbFW3XWgWd3Vx3fFN8x3sfS94gm_W3NvLg42fZ0DsW4vjK5Z7N_mjqW52R1F54y0M7pW8-WcCK49nghBW5hcGKG7GTjJwW8L5xPC4NVYsLW8Nw59n769d3JW5vMzzX5cpCJzW82M3nK3s5nQyN3tR3rcqmk4kW1Kn2TD7mvCv6W2QN7tS2Ldv8pN859fR4DLy3lN2-9t2CfMZmYN2hXn1fLhgmXW8W9cDw3lmqGMW19mB-q4YDghgW6z9F3n5pBdJZW2SVm6R7PRpLYW4bjL4910P8HGW3qFz0365r-sXW1RT9TX6sDG_k3h7H1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRX3q90pV1-WJV7CgQy2W1Vw2_J23Mn2nW277P_P4lYQH5W2YTYRF4lVy_YW6jPqdm1hqT0LW3zym8Z7Q_vnvW45CkkH80X7lLW1TS9jY3fzNVcV_jzjf2qNbB_W7TCMs42DmfBqW1dH_yF32ym0vW6HkvD987fpK5W5tttlh6xfjvGW2T2SY698JQbyVRfflm6Vy4SGW6HrnPL5NxCncW72ls_f4dQVJmV_jGnN4MFqcDW1k7CnQ4m1bK4W4vJn3t94qCzzW2GffCZ2V-lSbVktNT_1ZPpD-W8jxZmc6V3lCxN43XgNK7w48tW6sf8X18V9r03W1ZTpNN6y51nJW3h7X8b1xrskh3bk31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRX3q90pV1-WJV7CgXnbW6_bMwx6cFljfN2frGygLp6xZW6Ql9D1307DfzVHXJjJ99vm9FN8bytHzdJqfSW4-v0XJ7CTD3rW5vPl3H72BpdlW8zFdWn6-7PbFW16_kmX4YS945N9lKDG46_-7rMr8FZMZ_jzvW40ytmW7YGP1RW4C_5Nk6qx0gnW5VHnDc8v_CqJW6CMn_983_fTVN4F59SKXpDj9W1mM5-S3pQNp9W9c97mZ1rDcBdW1pW9xl4XR_8WW17hbbN1xt0NQM2kf8STvNx4W68Z_c-7Xs7qLW5HrqmQ4WHj7GW5QjnDm4wH2GVW5Zq35w34Rxx9W1Tx_P07M-BNd3bRD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgBrbW95MW4X29xBNQW78VQkn5mHMYZW5szF7Y2p1-rnN7PLR26YvydnW48YPpc6pFVmCW3KjXDd8ZWyj0W51pDvd8QfdyLW7DBnZ37D8m6hW8gdXCH55JXSqW2yhR8b4zCNCMW5PBMwd8csl8-N5WSrDNFH964W66hYfg971qgsW5zrgxZ3XLKf4W8RK1F17skYX3W4nC7h04j_0ssW3TxmzW6_rGL0VbgTFg4FTJdsW4XMGZ98f2bXkW9dkrVp32yy86W6b33Mq85039vW8tSBDN8GJxn73p-41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgFfyN4dRdLlPb7lrW9kcJV51qV1-ZVHYDhG2cbsLpW4bn_8p3TSXTlN4bsjfGtJr-GN9lTR2CnVJKPN123_1R4q0QSW1qxXd945TcXJW1qJnkY3kRsBTW1SbjqG51cmgpW4pVkns4xX6TYW7zcwys1by-pxW5TWQmc5xLgNpVNsc0V5jgDdnW3HTmVF9fzK54W9jLTZ629F1gdVXq8lc1fBRBqVvD9F-6Fp2JNN2M-XBKTjRYkW2pXZss32wdD3W3S_tXS8XCkLTVH-5Xw5Dv_yW34Rt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgD82W7WSLBl18YTfWW3hGXXp114JbbW7pcsF46dLBrHW2sfDHp8FpTSQMRW0JXLLLq2VCVLz03dmfK2W77RC8y2Y10z-W58VVGV6S0YTXW41XTzs1PrDqSW9gg4tf3BQjS9V8f0N_4zss13W4fGT0y3kRS8TW4_v0hG8Rv91lW9l0ybS7xSq5bW4Xvd_j2bmwHgW83rHn68JrK31W5Fyvmm6zlFL4VHfNKz15NkyFW4tcJzc3ZD9ztW6N7F0d1tdS4VW6VPTLh7R2Zs6VRyQ5w7LsRwk3kSG1
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energy and food remain very high at 45.3% y/y and 13.0% y/y (Fig. 8). 
  
(2) Inflation expectations. On Friday, the consumer sentiment survey, conducted by the 
University of Michigan, found that respondents said they expect inflation to rise 5.4% over 
the next year, up from 5.3% a month earlier. They expect prices to advance 3.3% over the 
next five to 10 years, the most since 2008 and up from 3.0% in May. 
  
May’s survey of consumers’ inflation expectations, conducted by the Federal Reserve Bank 
of New York, shows one-year ahead and three-year ahead readings of 6.6% and 3.9% (Fig. 
9). The former is much higher than its 4.0% rate a year ago, while the latter is up from last 
May’s 3.6%. 
  
(3) Small business survey. There’s no relief in sight for inflation in May’s survey of small 
business owners, conducted by the National Federation of Independent Business. It found 
that 72% of them are raising their selling prices currently, while 47% are planning to do so 
over the next three months (Fig. 10). The former is back up at its record high, while the 
latter isn’t far from November's record 54%. 
  
On the other hand, the percentage of small business owners planning to raise worker 
compensation in the next three months was down to 25% from a record high of 32% during 
each of the final three months of 2021 (Fig. 11). This series is well correlated with the 
Employment Cost Index on a y/y basis. Nevertheless, during May, a record high 51% of 
small business owners said that they have job openings (Fig. 12). 

 

Calendars 
  
US: Wed: Retail Sales Headline, Core, and Control 0.2%/0.8%/0.5%; Empire State 
Manufacturing Index 3.0; Import & Export Prices 1.1%/1.3%; Business Inventories 1.2%; 
NAHB Housing Market Index 68; MBA Mortgage Applications; Crude Oil Inventories -1.92m; 
Gasoline Production; IEA Monthly Report; Fed Interest Rate Decision 1.50%; FOMC 
Projections; FOMC Press Conference. Thurs: Housing Starts & Building Permits 
1.701mu/1.785mu; Initial & Continuous Jobless Claims 215k/1.302m; Philadelphia Fed 
Manufacturing Index 5.5; Natural Gas Storage (Bloomberg estimates) 
  
Global: Wed: Eurozone Industrial Production 0.5%m/m/-1.1%y/y; Eurozone Trade Balance; 
Germany WPI; Canada Housing Starts 252.6k; Japan Exports & Imports 16.4%/43.6% y/y; 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgSPCW8hwn2_7YtlSXW8fxDSM8STGHdW51QS1K91zPG5W1xXFF_85cpP8VNMC7R5N3D59W4Q3B3f4DgHFBW5JS3XQ1wc3NyW4bjR5V8VJgpGW5C7B7W3ZDWFFW29f6hs3fp3yzW89hRtf5zVmGRW2pzGVB4zHJRXW3hHmDh3pQyxgW4PdTk91hzNcQW5KJ87R2_J4RRN8ggbbJHdW5RW4PpBlr41CXT0W1rFclp5f9JDkW5HBBdK8K6XCzW2rtwxg8Y-Mj8N3sB-W5nGVK_Vbrl6t5Hq2r-3lTc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgJrmW5b_8225lLxfxW274R3r5Z14Q1W5lXqM66y4vLbW6TYSNj8qh7pRW2qt6-c5HNWL5W2PqkrB18CPGSW8MfYGp5hzGHFW6C0DFm1kJ-ycV2N7YY3MCnKvW4K9dKk8rx2WGW1lMTkS9bCkRnW2T4LMC6WMMMFW8kC0bn481pS2W5kQCtY3tYkVKW6gSqFW2XfLy6W5Tss6R10zqJmW16mRKd3zSDK7W5gcR9W1Lv999W3-K7rG1_xVd1W6ZNzKq6DjhqCW23bC2w4Fc0r-W2McS072Bn7tR37zc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgJrmW5b_8225lLxfxW274R3r5Z14Q1W5lXqM66y4vLbW6TYSNj8qh7pRW2qt6-c5HNWL5W2PqkrB18CPGSW8MfYGp5hzGHFW6C0DFm1kJ-ycV2N7YY3MCnKvW4K9dKk8rx2WGW1lMTkS9bCkRnW2T4LMC6WMMMFW8kC0bn481pS2W5kQCtY3tYkVKW6gSqFW2XfLy6W5Tss6R10zqJmW16mRKd3zSDK7W5gcR9W1Lv999W3-K7rG1_xVd1W6ZNzKq6DjhqCW23bC2w4Fc0r-W2McS072Bn7tR37zc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgXTlW1tW1J929XF68N86RC5KWwWFQW7FcFKF798q2-W7dx2Mj5lG5VBW6Y7NYS5tzNLhW1ryKwq4mskz1N6l1S1QXwyt6N7wVCjW1hF_KW23jrdz25l98XW1q46YQ18-jyrW6_0SWD8ybF1BW7kS-KR1DVn02W2DS4JJ1fKbfCN1Nz2HbD4-brVWzF1x3X5kwpW41KWP47TStbtN8c_zkKdsYcpW1Md0Ck7n3FZjW3BnM5_9lPpWbW6bM3fs4_fxxxW5Kv5042MD0QwV5gX376VdR5r3bB71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgQg1N8j5WLsg6gYMW4Z0Qxf9gyG4wW504C6F63QJXsW3FkMYp6rSgV9W53CVJQ4GKypjN8hVd-PVvjzWW85WjSr20JDBQV13dn89kH1SfW555JyX6zh002W1xNbd_1Yx8m2N2Dl8g3Y-SjyW1D2T4z54dH2RW2FH6fS4pKtpbW79G37412tlJVW6C314085m8p6W24jdFm6ttMTZN1p7HhmD1SVyMsq4fG-kqYJN5zKbf47qbT3W1MQSM463d-1_W8ZgCbd2G8VGHVn-JYW5Jmfbs3fWL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgM3sN28VZMfvGtwhW1CQhXk8sBXHHW5vKVlk5B2BpVW2p7H1p7K1M-HW5R69-82DT5NHW8RnMpx7qy_-_N4m4LWfsNLhqW4wTMlM4SXq5ZW2t88Kw1ph2QRW40FHfg9cGFf2N6rMBpQVzy55V771Sv1nwC19N6-YJ1qWfb3tW95b9xM81p44hW8_YtGg5WQMDTVhTyM95JTkm2N3bzvH2NzTpwVQpYdQ3fw4nZW8Np1zX7QlJlPW4jVRs63ZlY46W6Vr_cx5_zx-hW4W80VR8PqZBd3phr1
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Australia Unemployment & Participation Rates 3.8%/66.4%; Australia Employment Change 
25k; RBA Bulletin; Lagarde; Panetta; Nagel. Thurs: European Car Sales; Italy CPI 
0.9%m/m/6.9%y/y; BOE Interest Rate Decision 1.25%; BOJ Interest Rate Decision -0.10%; 
Eurogroup Meetings; Panetta; DeGuindos; Wuermeling. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index has tumbled 29.6% ytd 
through Monday’s close, well behind the 12.1% decline for the S&P 500 Value index. 
Growth is now in a deep bear market, with a 30.5% decline from its December 27 record 
high. Value is down just 13.4% from its January 12 record. Growth’s price index relative to 
Value’s peaked at a record high on November 30. Since then, Value’s price index has 
dropped 6.1% while Growth’s has tumbled 27.9%. Since the Pure Growth price index 
peaked relative to Pure Value on November 18, Pure Growth has plummeted 33.6% into a 
deep bear market while Pure Value has easily avoided a correction with its drop of 4.8%. 
Looking at the fundamentals, Growth is expected to deliver higher revenue growth (STRG) 
than Value over the next 12 months, but Value is expected to have higher earnings growth 
(STEG). Growth has forecasted STRG of 9.5%, but its STEG is lower at 8.3%. Value has 
forecasted STRG and STEG of 6.8% and 10.9%, respectively. Growth’s forward P/E 
peaked at a 20-year high of 30.4 on January 26, 2021, and has since tumbled 38% to a 25-
month low of 18.7. Value’s forward P/E is down 21% since then to 13.9 from 17.6. 
Regarding NERI, Growth’s dropped to a 22-month low of 3.7% in May from 6.6% in April, 
but was positive for a 22nd straight month. Value’s NERI was also positive for a 22nd 
month, but rose to 1.5% from a 21-month low of 0.3% in May. Growth’s forward profit 
margin of 18.9% is down 0.2ppts from its record high of 19.1% in mid-February and 
compares to its prior pre-Covid record high of 16.7% during September 2018. Value’s 
11.2% has dropped 0.2ppt from its record high of 11.4% in December. 

 

US Economic Indicators 
  
NFIB Small Business Optimism Index (link): “Inflation continues to outpace compensation 
which has reduced real incomes across the nation,” noted Bill Dunkelberg, NFIB’s chief 
economist. “Small-business owners remain very pessimistic about the second half of the 
year as supply-chain disruptions, inflation and the labor shortage are not easing.” May’s 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgXPjW8sQ2pk80zycxVZkt8v1bvT3-W43wKL58PDfWNW5ZvsLf2VDWHZW6vZpQb5g-8dYN8tT5KzNJc98N3W8zbXqjjFyMmDwnh4sk3TW8X4g475xLWxwW8TRJSq8N79CpW6tBlyW97B3vdW2zvs7v2vhQSdW73psCL5NJ2PCW7-0-Sp4vfz16W4bbFhS1wd4GgW3ncvsY49n7CzW76wVGb5fby5MW7Lf6CT924Y7FVgqNkv18KjDMW2fJxky5YKRFpW8tWBxK5jsNxVN4lZgK7G-8Tj3h2w1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgR05W42L-KF5t3ZzMW6rmHpf5VJykpW5WbX682JvJ1pN3YMk4H6JBCmW78MYXx1120g6W1pb3Sm7PkwPwV1k7Sk5hXHwKW40P4vk4PZxPBW4pTs_s7MWRWbW2gbv-y3k5Q4WW345pS-7fM7mqW3H2_4_6cCDBrV4Fz8r1cB6S-W2Fffxh3BntPpW5zMsZp4QcHpQW4d_jr81ZLx8_W6WWdP_584H4dW1-bMgC83qlL0W7tVVFk9dDWX3W6RthBd8lTL_jW7FRRGQ4cw4_rV9szLz769q4Q3gLD1
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Small Business Optimism Index (SBOI) ticked down to 93.1 in May—the fifth consecutive 
month below the 48-year average of 98.0—after holding steady at 93.2 in April. It had 
dropped 5.7 points the first three months of this year, from December’s 98.9. In May, five 
components contributed positively to the SBOI, four negatively, while plans to increase 
inventories was unchanged at 1%. Plans to increase employment (+6ppts to 26%) posted 
the biggest positive contribution to the SBOI, followed by current job openings (+4 to 51), 
now a good time to expand (+2 to 6), current inventory (+2 to 8), and expected credit 
conditions (+1 to -4). Meanwhile, earnings trends (-7 to -24) was the biggest drag on the 
SBOI, followed by expect the economy to improve (-4 to -54), sales expectations (-3 to -15), 
and plans to make capital outlays (-2 to 25). In May, 28% of owners still reported inflation as 
their single most important problem, down 4ppts from April’s 32%, while concerns about the 
cost of labor jumped 4ppts from 8% to 12%. Meanwhile, the net percent of owners raising 
their average selling prices (+2ppts to 72%) was back up at March’s record high—up 32ppts 
from a year ago.  

Producer Price Index (link): The final demand PPI rose 0.8% in May, in line with 
expectations; the result was double April’s 0.4% but half March’s 1.6%, with the yearly rate 
easing for the second month, from March’s 11.5% record high to 10.8% in May. Core 
prices—which excludes food, energy, and trade services—rose 0.5%, half March’s 1.0%, 
with the yearly rate looking toppy at 6.8%. It shot up from -0.2% y/y in April 2020 to 7.0% in 
November 2021, and has been bouncing around that rate ever since. The yearly rate for 
final demand goods continues to accelerate, reaching 16.6% y/y in May, yet another record 
high—with 70% of May’s 1.4% m/m rise energy related—while the yearly rate for final 
demand services slowed from March’s record-high 9.2% to 7.6% in May. The PPI for 
personal consumption jumped 0.6% in May after no change in April; it averaged monthly 
gains of 1.1% the first three months of the year. The yearly rate ticked up from 9.4% to 
9.5% in May, holding below March’s record-high 10.4%. Looking at pipeline prices, 
pressures remain elevated, though have eased from recent highs. The yearly rate for 
intermediate goods prices slowed for the fourth time in five months to a 13-month low of 
21.4%, 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 eased a bit to 48.9% y/y in May after 
accelerating from 34.0% in February to 51.1% in April. The rate was at 59.0% last April, 
within a tick of its 59.1% record high in April 1973. 
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MV_F6h_bm7xW5D1Kkj4PLn3NVNrtzX4Lj8_WN5wYXRk3q8_QV1-WJV7CgG5yN4XbVM3wqh2MW7CpVzp1Rz_hMW6fcdkp8jDpvjVKHnbR7bt-NDW6Vr0Sh2DxbV6W2WY67-1flszNW3Xy9Wp2fppLbW5ZygNK54WPZFW4sPGmb5WF4mGW1SY-0m1Lls-3W4yC9ND3vCgwTW1lg0dZ3zMQTvW9lMLDy78qkQlW13-H9N5p3WX3MQlhnPzKp92W69Gw7y27KxLFW1q9bNX46myV2W5CsV0n7Fx6XRW7bN13n1D8vjdW8dm77X4KMCTkW60BsSD4vzF0BMc8dGmJ73lh3gSF1
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