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The Call Of The Wild

Check out the accompanying chart collection.

Executive Summary: . A few choice negative words about consumer spending prospects
from a few high-profile bank CEOs tripped up the S&P 500 last week. But on Monday, a
strong NM-PMI release did the same, setting investors fretting about the very opposite: that
consumer spending might be too strong. Meanwhile, the bankers are crying all the way to the
bank: The S&P 500 Financials sectors’ forward revenue and forward earnings have never
been higher. If investors need reassurance that the economy isn’t headed south, the Atlanta
Fed’s GDPNow model certainly provides it. ... Also: PPI inflation is falling relatively quickly. ...
And: Wage growth seems to have peaked.

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. Replays of the
Monday webinars are available here.

Strategy: The Howling. Last week wasn’t a good one for Santa. The S&P 500 failed to
hold on to its 200-day moving average (Fig. 1). The index is now down 18.0% from its
January 3 record high through Friday’s close. It is still up 10.0% from its October 12 closing
low. However, the bears are growling that the bear market isn’'t over, with many of them
expecting new lows early next year. Their call of the wild was confirmed by the howling of a
pack of bankers who warned that consumer spending is slowing, suggesting that a
consumer-led recession may be nearing.

Leading the pack of pessimists (again) was JPMorgan Chase Chief Executive Jamie

Dimon. On Tuesday, he told CNBC that consumers and companies are in good shape but
noted that may not last much longer as the economy slows down and inflation erodes
consumer spending power. “Those things might very well derail the economy and cause this
mild-to-hard recession that people are worried about,” he said. Consumers have $1.5 trillion
in excess savings from pandemic stimulus programs, but it may run out some time in mid-
2023, he told CNBC. Dimon also said the Federal Reserve may pause for three to six
months after raising benchmark interest rates to 5%, but that may “not be sufficient” to curb
high inflation.

Also on Tuesday, at a Goldman Sachs financial conference, Bank of America CEO Brian
Moynihan told investors that the bank’s research shows “negative growth” in the first part of
2023, but the contraction will be “mild.” Goldman Sachs CEO David Solomon said at the
same conference, “Economic growth is slowing. When | talk to our clients, they sound
extremely cautious.”
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We've said it before: If a recession is coming in 2023, it will be the most widely anticipated
recessions of all times. It would be the first time that we’ve collectively talked ourselves into
a recession, and the bankers are among the most vocal pessimists, leading the way with
their unsettling howling.

So what are the bankers doing to prepare for their widely expected hard landing? Not much,
so far, other than lending more money to their customers. Commercial bank loans and
leases are up $1,134 billion ytd to a record $11.9 trillion during the November 30 week (Fig.
2). Commercial bank allowances for loan and lease losses showed little change ytd, down
$0.3 billion to $166.7 billion (Fig. 3). That's well below low the pandemic peak of $220.5
billion during the September 2 week of 2020.

Now consider the following related developments in the S&P 500 Financials sector:

(1) Security issuance. Depressing the big bankers is that their equity issuance business has
imploded back to pre-pandemic levels (Eig. 4 and Fig. 5). On a 12-month-sum basis, total
equity issuance plunged from a peak of $474.8 billion through April 2021 to $110.5 billion
through October of this year. Both initial public offerings and seasoned equity offerings have
plummeted since the 2021 boom.

Down but still holding up relatively well is corporate bond issuance. The 12-month sum
peaked at $2.5 trillion during March 2021 (Fig. 6). It was down to $1.6 trillion during
October.

(2) Forward revenues & earnings. The bankers are crying all the way to the bank. The
forward revenues of the S&P 500 Financials sector rose to a record high during the
December 1 week (Fig. 7). During the Great Financial Crisis (GFC), forward revenues
peaked during the November 1 week of 2007 and plunged 48% through early 2012. The
sector’s forward earnings has been in record-high territory in recent weeks (Fig. 8). During
the GFC, it went into a freefall, dropping 78% from the 2007 peak through the 2009 trough.

(3) Market cap & earnings shares. If a recession is coming, it's hard to see it reflected in the
performance of the S&P 500 Financials sector. In the past, tightening monetary policy often
triggered a financial crisis, which morphed into an economy-wide credit crunch and
recession. This time is different so far. That's been our pitch for a while. Bloomberg’s Rich
Miller came to the same conclusion in a December 8 story titled “The Federal Reserve Is
Deflating Financial Bubbles, Without a Crash.”

The story observed: “Financial reforms instituted after the financial crisis helped ensure that
the latest housing cycle didn’t feature the kinds of loosening in credit standards seen in the
early 2000s. The so-called Dodd-Frank measures have left banks much better capitalized,
and much less leveraged than they were back then.”

We observe that the S&P 500 Financials sector accounts for 11.6% of the market
capitalization of the S&P 500 (Fig. 9). That’s reasonable considering that the sector’s
earnings share of the S&P 500 is higher at 16.1%.

(4) A risk-off week. On Monday of last week, investors were unnerved by November’s
stronger-than-expected NM-PMI. They concluded that the economy may be too strong,
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requiring the Fed to raise interest rates still higher and increasing the risk of a recession. Of
course, a strong NM-PMI implies that consumers are continuing to spend on services.
Nevertheless, Tuesdays’ nattering nabobs of negativity convinced investors that consumer
spending is suddenly weakening, raising the risks of a recession.

By the way, on Thursday of last week, | spoke at a conference at The Breakers Palm
Beach. The airports were mobbed. The planes were full. The hotel was packed. So were its
restaurants and recreational facilities.

In any event, last week was another risk-off week in the stock market, with the S&P 500
down 3.4%. Defensive stocks outperformed cyclical ones, as evidenced by the performance
derby of the S&P 500 and its 11 sectors: Utilities (-0.3), Health Care (-1.3), Real Estate (-
1.9), Industrials (-3.2), Materials (-3.3), Information Technology (-3.3), S&P 500 (-3.4),
Financials (-3.9), Consumer Discretionary (-4.5), Communication Services (-5.4), and
Energy (-8.4). (See Table 1.)

(5) No recession in GDPNow. Friday’s update of the Atlanta Fed’s GDPNow tracking model
showed that real GDP is up 3.2% (saar) during Q4, following Q3’s 2.9% increase.
Consumer spending is up 3.7%. Capital equipment is up 10.7%. The weak sectors are
nonresidential structures (-3.9%) and residential investment (-19.8%). There’s no economy-
wide recession reflected in the tracking model. There is a rolling recession that is rolling
through single-family housing activity and nonresidential construction, however.

Inflation I: Moderating PPI? On Friday, we learned that November’s headline PPI inflation
rate rose 0.3% m/m, higher than the 0.2% expected, and October’s increase was revised up
from 0.2% to 0.3%. The good news is that the y/y comparisons showed that the PPI final
demand inflation rate peaked at 11.7% during March and fell to 7.4% during November, the
lowest since May 2021 (Fig. 10). Of course, that’s still too high, but it is falling at a relatively
fast pace. Here is more good news, especially in the latest three-month annualized data:

(1) PPI final demand. While the PPI final demand rose 7.4% y/y during November, the
three-month annualized rate was only 3.5% (Fig. 11). Here are the same happy
comparisons for PPI final demand goods (9.6%, 4.1%) and PPI final demand services
(5.9%, 2.9%).

(2) PPI services. Moderating significantly are trade services (10.9%, 1.2%) and
transportation & warehousing services (12.7%, -3.3%) (Fig. 12). The former measures
markups. A bit more troublesome are services less transportation & warehousing services
(2.7%, 4.6%).

(3) PPI personal consumption. The PPI release includes series related to personal
consumption (Eig. 13). They too continue to moderate significantly, as comparing the yly
and three-month annualized rates highlights: total personal consumption (6.7%, 3.8%),
personal consumption of goods (11.3%, 7.6%), and personal consumption of services
(5.2%, 2.5%).

(4) CPI vs PPI personal consumption. The January 2014 issue of Monthly Labor Review
discusses the differences between the PPI personal consumption and CPI measures of
consumer prices:
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7CgQjMW2WKm4t2dNC32W1Phcky17rgwpW5H9wFT7Y1N87W3XprnJ7S1nc8W6DZ6002fVPc3W5-xJDw39clwmW5wGgyH8c6g2xW2DdvRh1BCMWsW9l5npB32j6kxW1xPjVk6FXv6RW7hDF2t8X5RjHW1qqKmB7G1fT0W8xrcp88t4GzQN5Stqmwn0xDpW5v1tkc2tL2FFW4SjDtX2V_RbxW11kfWk6NX-xtW8zN-HT3D58plW958JWz3g2lh1W5Rq_Qm4jNq0QW7rPNcZ7qL_XhN8DRBkBhj40r3dG-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7CgL6BN6PYKXhGf_GPW1t4_hT6d53s7VybktJ6YZrDTW5ZFwdR98cJP-Vd-g568TRLH3W1bTYmD5BymqkW4-S0ll1JnWqhW7RVWdv6btWWtW5l0N_36jHcDRW3Mf3YQ1b0qcZW3HN6fC56cnbQW2p0sDk1Gr2MZW4pywTm6tHKPzW47Bkql5_csdCW2LS_4v8-Ht17W5LtYPB54kLGMW8X5nln3fkxJYW1l47hm73CbPfW6bpqZM6VlrMGW8zK-RZ1VbvFJW2TyGQP2gV3x6W4Wttn388zHNK3j-Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWLG5nKvpV3Zsc37Cg_4YW5TQ9yH4bDJnNW2SmGYl8DdQlPW55Dd1W1WmjVBW7MvL_R19DbmLW18jWnx5fRW6ZW85J5sS3r4qcWW4YRNbD6ymsQcW2pnHzm2DThnsW8pdpVS5zFg5CW2zyjV593Y8s2W1mwFZb8M6kwXW7NvDlG6pxFljVvdn2v867bsgW6-9M6j346CXWN8N0-f8yLgFNVKydLb6JYdK-W70kB3J2gSdHsVRQ71f8_yYyJVVc3f85_chJ_W8Fl0GV6MJZ2LW23NDHM77d6d2F6pGspqRtCMW1WsZ1X7hrfQfW4VbcpQ2rW3kvVkRhtW6HKPSTW1YhF7N5NgpnzN1RZF2DR4L3BN5dJ8YM4_z_JN1LBbhCqZCc8W3x6N_Z2xr_jnW8qG70Y81RwzgW46yXFb1gVTDWW8WpXYk3lT74GW90rmhc8z9RrQ3pp51

“The scope of the PPI for personal consumption includes all marketable output sold by
domestic producers to the personal consumption sector of the economy. The majority of the
marketable output sold by domestic producers comes from the private sector; however,
government produces some marketable output that is within the PPI's scope. In contrast to
the PPI’s scope, that of the CPI includes goods and services provided by business or
government when explicit user charges are assessed and the goods or services are paid for
by consumers.

“The most heavily weighted item in the All tems CPI, owners’ equivalent rent, accounts for
approximately 24 percent of the overall index. Owners’ equivalent rent is the implicit rent
that owner occupants would have to pay if they were renting their homes and is included in
the CPI in order to capture the cost of shelter for owner-occupied housing units. The PPI for
personal consumption does not include owners’ equivalent rent within its scope, because
owners’ equivalent rent is not a domestically produced, marketable output.”

Inflation II: Peaking Wage Inflation? Investors were unsettled on Thursday by
November’s wage growth tracker (WGT) released by the Federal Reserve Bank of Atlanta.
There was no evidence that WGT is moderating, though it does seem to have peaked. The
non-smoothed WGT peaked at a record-high 7.4% during June (Eig. 14). It has been
hovering around 6.3%-6.5% for the past five months through November. There are more
signs of moderation in average hourly earnings for production and nonsupervisory workers;
its reading was 5.8% y/y during November.

November's WGT showed that job switchers saw their pay rise 8.1%, while job stayers had
a 5.5% increase (Fig. 15). This significant differential certainly explains the remarkable
turnover in the labor markets, with record and near-record highs in quits, job openings, and
hirings over the past year. That’'s weighed on productivity, which has also boosted labor
costs, fueling the wage-price spiral.

Nevertheless, the spiral may be starting to decelerate. The Bureau of Labor Statistics
reported last Wednesday that unit labor costs in the nonfarm business sector increased
2.4% (saar) during Q3, reflecting a 3.2% (!) increase in hourly compensation and a 0.8%
increase in productivity. Unit labor costs increased 5.3% y/y during Q3, which suggests that
inflationary pressures on the CPI peaked during Q2 (Fig. 16).

Calendars

US: Mon: Federal Monthly Budget -$248.5b; Consumer Inflation Expectations. Tues:
Headline & Core CPI 0.3%m/m/7.3%yly & 0.3%m/m/6.1%y/y; API Crude Oil Inventories.
(DailyFX estimates)

Global: Mon: UK GDP -0.4%m/m/1.4%yly; UK NIESR GDP Tracker; UK Headline &
Manufacturing Industrial Production 0.0%m/m/-2.8%y/y/0/0%m/m/-5.4%yly; UK Goods
Trade Balance -£16.56b; Japan Machine Tool Orders; Australia Westpac Consumer
Confidence; Macklem. Tues: Eurozone Economic Sentiment Index -26.4; Germany CPI;
Italy Industrial Production -0.5%; UK Employment Change & Unemployment Rate —


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7CgRyYW4gFNDs22d3K3N4YxyckzNg77W5Kh4jZ2bRbCSW7SF2Rb3llPFVW66D4bv13LvXcW14TGtj3fWmhrW89sBFd6wgpHLW3pfl8B5-pTQXW623R5v4KfTMzW7fjbct46pQQLW2YHgl65Wyyz_N6YqChpkXy1hW6HrVZ56t3ZstW2vGKp-4Xt4w7W686lPL3zCQ9mN36l2fzt9xgjVtJ-x_2qTSpTVhrJf57jr9d-W5wtW3z738j0CW1WQQpQ7Cjr4BW6wjlbF7wNP6MW1GYZl_95W2N_3kRZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7CgFdDW75jbNM67kg2PW6yKbYC9fk2cTW7mWV_K5RNTR6W1KnZJ26vZsL6W4V-8tf4WC8fPW5gVZKX54p9SwN3g4JxDyJ7sfW5rZCkt7T6G6qW3v3qdV4Gp5JYVkFq0v89vvQjW1YBfTD963JFkW3NZDC86ZPCB_W1wRH7p7LY-m2N2Hx9c9rDzvmW5STB934j9WZYN8w9Dn-f_wNkW6qH3hY3MDYFKV8mzXr46Kh_3W3N1hN275Gm9cW7VCv3s7NK5q4N3nHJBvrs619W4CncpQ8fnhwz3bcP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7Cg-q1W3Q7P3K3kMTp4VGW3ht1NddXHW6YC5M61wkdj1W2K8R034VFBZNW39jv3D48fGrdW5_YML54pvNQ3W8FMqLz287zz8W17twC73GZ5TvV2390N88DrpyN11vFp-ds4SSW5x-rYn5sW-0dVChcx57YgKgNW4nQvpY3gVnzPN6hMs_V81fzXW2HWMf08HxFYQW3mXCvJ7RSDPhW1DZxW371Kk6CW3r4j9t5lr8DtW92Xh2450NF2NN6yBq2hr9d-pW5ZJ84Y5rwJv9N41_fvnxMP6r33Kg1

17k/3.7%; UK Average Earnings Including Bonus 6.2% 3mol/yr; Japan Machinery Orders
2.6% yly; Japan Tankan Survey; Japan Industrial Production -2.6%; China New Yuan
Loans; UK Financial Stability Report; EU Energy Ministers Meeting; Lowe. (DailyFX
estimates)

Strategy Indicators

Global Stock Markets Performance (link): The US MSCI index fell 3.5% w/w, nearly
dropping back into a bear market again at 19.2% below its record high on December 27,
2021. The US MSCI ranked 42nd of the 48 global stock markets that we follow in a week
when just 13 of the 48 countries rose in US dollar terms. The AC World ex-US index fell
0.3% w/w, but ended the week still in a bear market at 20.3% below its June 15, 2021
record high. BIC was the best regional performer, with a gain of 2.9%, followed by EM Asia
(1.4%) and EAFE (-0.2). EMEA (-4.0) was the worst performing region last week, followed
by EM Latin America (-3.6), EM Eastern Europe (-1.0), and EMU (-0.4). Egypt was the best-
performing country last week, with a gain of 9.9%, followed by China (6.8), Hong Kong
(6.7), and Sri Lanka (5.2). Among the 30 countries that underperformed the AC World ex-
US MSCI last week, Argentina’s 8.5% decline was the biggest, followed by those of
Indonesia (-5.4), Hungary (-5.2), Mexico (-3.9), and Brazil (-3.9). The US MSCI’s ytd ranking
fell five places w/w to 32/49. After leading since July, the US MSCI’s ytd decline of 18.8% is
now more than the AC World ex-US’s 16.7% drop. EM Latin America is up 0.7% ytd; it and
EAFE (-15.3) are the only regions that have outperformed the AC World ex-US on a ytd
basis. The regional laggards: EM Eastern Europe (-83.7), EMEA (-38.0), BIC (-21.6), EM
Asia (-20.5), and EMU (-18.1). The best country performers so far in 2022: Turkey (67.2),
Jordan (20.9), Chile (19.1), and Peru (12.2). Apart from Russia—in which investors have
lost 100.0% of their investment this year, as its MSCI index stopped pricing—here are the
worst-performing countries ytd: Sri Lanka (-62.6), Pakistan (-42.7), Hungary (-36.7), and
Poland (-33.0).

S&P 1500/500/400/600 Performance (link): All three of these indexes moved lower w/w,
but avoided falling back into a bear market. LargeCap fell 3.4% w/w, less than the declines
for MidCap (-4.1%) and SmallCap (-4.7). LargeCap finished the week at 18.0% below its
record high on January 3; MidCap is 15.2% below its record high on November 16, 2021,
and SmallCap is 19.1% below its November 8, 2021 record high. Just one of the 33 sectors
moved higher for the week, down from 24 rising a week earlier. SmallCap Utilities was the
best performer, with a gain of 0.8%, followed by MidCap Utilities (-0.1), LargeCap Utilities (-
0.3), LargeCap Health Care (-1.3), and LargeCap Consumer Staples (-1.8). SmallCap
Energy (-13.4) was the biggest decliner for the week, followed by MidCap Energy (-11.2),
LargeCap Energy (-8.4), SmallCap Communication Services (-6.2), and SmallCap Materials
(-5.8). In terms of 2022’s ytd performance, LargeCap’s 17.5% decline continues to trail
those of MidCap (-13.1) and SmallCap (-15.3). Four of the 33 sectors are positive so far in
2022, down from seven a week earlier. Energy continues to dominate the top performers:
LargeCap Energy (48.9), SmallCap Energy (33.2), MidCap Energy (28.7), MidCap
Consumer Staples (1.1), and LargeCap Utilities (-1.6). The biggest ytd laggards: LargeCap
Communication Services (-38.6), SmallCap Communication Services (-33.6), LargeCap
Consumer Discretionary (-33.0), SmallCap Real Estate (-29.7), and MidCap Real Estate (-
27.1).


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMy3q905V1-WJV7CgW-RW1cfxcN5l-rPrW2qVV0r2XCWnHW3gp1Lr33tvY8W8cLbKC3fzBrNW8rR8cM1qnwHyW3_CcFQ4TN-sJW796d647-mwmSW87Fczl7QbqHxW77KXD_8W28fMVHQxqv6t9_m0W5fWJvs2VTTvwTwDF31ZsklJW4cTynV4hScr0VRH4LV5MMkjFW5QX1Hf4wxFT0W6hB7wf7syRSmW1Nfyvx4zFs0wW1dRP-J4q_9fgW8-h4wH7gv41zW6FgkzG1qRdDzW4TbrYq2f72znW7-sgX53y84dxW4TJvZL1zGM-8W8jmGQL3xP-tG3gTm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMy3q905V1-WJV7CgRDVW22dFLV5BtMntW8q8Kdc46D1vZW8vW8m-8mX07xW7lrfYB5gswcbW9dHsjK75pWWJW2nBJxR7cbbyPW4GgfNl1Nt680W9f1wlc8nNwLpVwjSF41htr6GW5_60FY1LW8mdW8cgpZK3_LMSNN877QJDc_0jdW5l8rg37sfvNYW5N5JT77CqFKTW4VGKyt5gszSZW2KbDb51rVRBNW7jVjyt27qF7_W4bjJ1-1f0_WvN1qhZCjgJvjBW74DkHg2XltkKW9bXNWZ4TWPQVW3s5JH99jxdhpW46dQHB3y8fM7W2DYdhb5wF-ng3gSL1

S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors fell last
week, and seven outperformed the composite index’s 3.4% decline. That compares to a
1.1% gain for the S&P 500 a week earlier, when nine sectors rose and four outperformed
the index. Utilities was the best performer, albeit with a decline of 0.3%, followed by Health
Care (-1.3%), Consumer Staples (-1.8), Real Estate (-1.9), Industrials (-3.2), Materials (-
3.3), and Tech (-3.3). Energy was the worst performer with a decline of 8.4%, followed by
Communication Services (-5.4), Consumer Discretionary (-4.5), and Financials (-3.9). The
S&P 500 is down 17.5% so far in 2022, with seven sectors ahead of the index and just one
in positive territory. The best performers in 2022 to date: Energy (48.9), Utilities (-1.6),
Consumer Staples (-1.9), Health Care (-2.4), Industrials (-6.6), Materials (-10.9), and
Financials (-12.0). The ytd laggards: Communication Services (-38.6), Consumer
Discretionary (-33.0), Real Estate (-26.2), and Tech (-25.3).

S&P 500 Technical Indicators (link): The S&P 500 fell 3.4% last week and weakened
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma).
The index was above its 50-dma for a fifth straight week, but moved back below its 200-
dma after moving above a week earlier for the first time in 34 weeks. It had been above its
200-dma for 81 straight weeks through early February. The S&P 500’s 50-dma moved
higher for a third straight week as the index dropped to a four-week low of 2.2% above its
rising 50-dma from a 15-week high of 6.6% above a week earlier. That compares to a
recent 15-week low of 10.6% below at the end of September, a 23-month high of 8.7%
above the index’s rising 50-dma the week in early August, and a 27-month low of 11.1%
below its falling 50-dma in mid-June. The index had been mostly trading above its 50-dma
from late April 2020 to early April 2022; 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 2.3% below its falling 200-dma, down from a 35-
week high of 0.9% above its falling 200-dma a week earlier. That's well above its 26-month
low of 17.1% below its falling 200-dma in mid-June and down sharply from 10.8% above its
rising 200-dma in November 2021. That also compares to 17.0% above in December 2020,
which was the highest since November 2009 and up from the 26.6% below registered
during the Great Virus Crisis on March 23, 2020—the lowest reading since March 2009. At
its worst levels of the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-
dma on October 10, 2008 and 39.6% below its 200-dma on November 11, 2008. The 200-
dma fell for a 31st straight week, but its pace of decline has slowed recently from its fastest
rate since July 2009.

S&P 500 Sectors Technical Indicators (link): Eight of the 11 S&P 500 sectors are trading
above their 50-dmas, down from all 11 sectors above a week earlier as Communication
Services, Consumer Discretionary, and Energy moved back below in the latest week. Ten
sectors now have a rising 50-dma, up from nine a week earlier as Utilities turned back up
w/w. That leaves Consumer Discretionary as the only sector with a falling 50-dma. Looking
at the more stable longer-term 200-dmas, these six sectors continue to trade above that
measure: Consumer Staples, Energy, Financials, Health Care, Industrials, and Materials.
For perspective, at the depths of the Great Virus Crisis in April 2020, Health Care was the
only sector trading above its 200-dma. Energy and Health Care are the only two sectors
with a rising 200-dma, down from five sectors a week earlier. The 200-dma turned down
wi/w for the Consumer Staples, Industrials, and Utilities sectors.


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMy3q905V1-WJV7CgWy9W5xlb2b7PNkdXN2ppqKXJBDJlW5w8Fwf4Xm84vW3TqBG76pxnyDW87CSkw78VxX0McsVpy9VWvYW5jgvT0847sQ2W3CYzJn7KrxZWW5p-6Ts81Y9YRVRyC_17ZXbdpW2chCqq2sxMtmW4RRnMy6YZxmtW71FQQ195R2ryW91vCm077w81RW4yLQvz3p7g-xVL4w8l39ZFXPW90WY4L4qdFgZW4KcX6S7wb6RbW3vgLqS1-gdYKW474xM95G1YrWV3GSMb3jG2n6W3c8rwW7Z4s7FW1fhJbq9k58K8W5-N5Vl6s60HX3ljh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMy3q905V1-WJV7CgBv5W5BttvC4rHT2pW2nvVPh510X-kW1yk5p16hq_F0W9kKdpw3Kbxf8W2ks7GV63KDGNW3PxLFw7D77XcW7GPXRT5r38YqW4B6x3_2NKswqN1Kws-rJw_HlW3QLSkt9bDQybW84lByh8x0k3BW3b92Gp7w9hktW2ylFZF1TDn9XW72n8LG5lCXQ7W7hX6S24lhnj7V1GRwx8RCjdNW7ZgQwN3h-GPPW2qsTWH63LqHrW4xpMZT6JGnQmW30MMhV6SKKZGMZDysxM4l3YW30Lgfk7VHGfzW3p8H3W8wlyFkW2F0SKW7jJ-sy3c2d1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMy3q905V1-WJV7CgPS7W5KbR8B6T2PRlW2Vg1vW3xyWQ3W5LkrvK6DX9ZqW6rpS6Y96K4RfW6B6BKL3w5RrDN8qJrVCp4Bd3W8mxgh57Lc_dZV5blGS2vtjJjW1pJckL97C88KW1mslxY5761_VW4HcNZk3Dr6t4W5RMk7C83tJJnW6JZNM930fyMMW1HkdYB4ygSw0W2Tttg-7xL_jdN92V9mp8l1yVW8rhM7S6T9h0mW8XDXRd4jyNGxW5SKKx52DVKr6W65CdCz6C0mxTVQMzDR1QKVQlW4gthgD4MgMDJW7PZ4Y47g13WSW2jHS8Y2N8MkV31Nl1

US Economic Indicators

Producer Price Index (link): November’s final demand PPI was larger than expected, while
October’s 0.2% increase was revised up to 0.3%, though the underlying trend in inflation
continues to moderate. November’s PPI rose 0.3%, matching gains posted in both October
and September, with the yearly rate easing for the seventh month since reaching a record-
high 11.7% in March, slowing to an 18-month low of 7.4% last month. Meanwhile, core
prices—which excluded food, energy, and trade services—advanced 0.3%, fluctuating
between 0.2% and 0.3% the past six months, with the yearly rate easing from a record-high
7.1% in March to a 19-month low of 4.9% in November. Final demand goods increased for
the third month, though November saw an uptick of only 0.1%—slowing from October’s
0.6%—as a big jump in vegetable prices was tempered by a drop in gasoline prices. The
yearly rate eased to a 20-month low of 9.7%, down from June’s record high of 17.6%. In the
meantime, final demand services increased 0.4%, following gains of only 0.1% and 0.2%
the prior two months, with the yearly rate slowing to a 17-month low of 5.9% after peaking at
a record high of 9.4% in March. The PPI for personal consumption rose 0.3%, with an
average monthly gain of 0.1% over the past five months, down from 0.9% during the first
half of the year. The yearly rate has eased steadily from March’s 10.4% record high, falling
to 6.7% by November—the lowest since March 2021. The yearly rate for personal
consumption excluding food & energy eased to a 13-month low of 5.5%, down from March’s
record high of 8.1% in March. Looking at pipeline prices, pressures remain elevated, though
have slowed from recent highs. The yearly rate for intermediate goods prices eased to a 20-
month low of 7.6% from a cyclical high of 26.5% last November, while the crude goods rate
also slowed dramatically to 3.0% y/y from its recent peak of 50.7% in June; it was at 59.0%
last April—which was only a tick below its record-high 59.1% in August 1973.

Consumer Sentiment Index (link): Consumer sentiment beat forecasts this month, while
inflationary pressures eased, according to mid-month readings. The headline consumer
sentiment climbed 2.3 points to 59.1 (vs 56.5 expected) in mid-December, reversing roughly
three-quarters of November’s 3.1-point fall—from a six-month high of 59.9 to 56.8—though
remained low from a historical perspective. Joanne Hsu, director of the survey, noted “gains
in the sentiment index were seen across multiple demographic groups, with particularly
large increases for higher-income families and those with larger stock holdings, supported
by recent rises in financial markets.” The expectations component rebounded 2.8 points in
mid-December to 58.4 after falling the prior two months by 2.4 points (to 55.6 from 58.0),
while the present situation component recovered 1.4 points to 60.2 from November’s 6.8-
point plunge (58.8 from 65.6). The one-year expected inflation rate eased to a 15-month low
of 4.6% in mid-December, down from its recent high of 5.4% in March and April but still well
above the 2.5% reading in December 2020. The five-year expected inflation rate, at 3.0%,
has remained within the narrow (though elevated) 2.9%-3.1% range for 16 of the last 17
months.
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWcWZB8j9X_yW2ym_GG7LV_8QW5GRJ1L4Trw1YN4KxWMf3q8_QV1-WJV7CgCfBV46w6X61Zn1PVXnJRn6_NzfrW4v1Mr85vhr9bW3Lq2CC2Ft3RqW3YF3wz7RKZMSW1KdN8C838WjGW4wgzZZ7DS4HhW6W_d_k8s47zLW8vYYQX5Rr9TwW8z838H4SFN6sW431y3P3V9z63W7PH4Mh3HHh2DW5wq9Nc55TTZ7W7DWvn16npz4-N3N18xy3VtBDW4vs2ky8m1P9RW1ZYy2T26QgDRVVK85L4wR6-6M9r9bvT_lz1VLZDDp3fT6YDW6CXwSm39BNRSW9jvdsg5fF_Bx3fLD1
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