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Chart on inflation, 10yr yield and Fed rate



Chart of DXY for the last 50 yrs or so 









Chart on inflation, 10yr yield and Fed rate











Japan 260% of GDP US 138% of GDP

EU 96% of GDP China Total debt to GDP 260%



4 charts
Japan, US, EU and 

China 





Å Be aware of financial contagion - a crisis can spread rapidly 

ÅBottom -up research critical ɀnot all stocks are the same

ÅPortfolio managers disown markets at their  lows 

ÅOpportunity knocks when risk predominates ɀbut many fail to see it

ÅMarkets are inefficient and driven by sentiment and psychology

ÅMarket miss -pricing can last longer than you can stay solvent

ÅMarkets can break lower ɀand higher - for no clear reason

ÅMarkets can remain unloved for lengthy periods 

ÅIf something seems too good to be true ɀhigh yield on AAA credit ɀthen it probably isnɅt

ÅDonɅt underestimate the innovation of the financial markets

ÅCorrelations can go to 1 and everything can get sold down

ÅDonɅt underestimate the power of the Central Bank to reverse market direction

ÅɎɎɎmarkets rebound



What is different in today market:
ÅGovernment Debt levels to GDP at much higher levels
ÅCentral Bank balance sheets are significantly larger
ÅMay be at the end of a 40yr era of falling yields ????
ÅCentral banks and Governments more powerful than ever
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Spot SPX - 3588 -15% -10% -5% 0% 5% 10%

Spot Fwd PE - 15x 189.6 200.7 211.9 223.0 234.2 245.3

10% -18.1% -13.3% -8.5% -3.7% 1.2% 6.0%

5% -20.8% -16.1% -11.4% -6.8% -2.1% 2.6%

0% -23.4% -18.9% -14.4% -9.9% -5.4% -0.9%

-5% -26.0% -21.7% -17.3% -13.0% -8.6% -4.3%

-10% -28.7% -24.5% -20.3% -16.1% -11.9% -7.7%

-15% -31.3% -27.3% -23.2% -19.2% -15.2% -11.1%

-15% -10% -5% 0% 5% 10%

189.6 200.7 211.85 223 234.15 245.3

15.5 2938 3111 3284 3457 3629 3802

15.0 2843 3011 3178 3345 3512 3680

14.5 2748 2910 3072 3234 3395 3557

14.0 2654 2810 2966 3122 3278 3434

13.5 2559 2709 2860 3011 3161 3312

13.0 2464 2609 2754 2899 3044 3189

12.5 2369 2509 2648 2788 2927 3066

Note - The above analysis is based on the assumption of 2022 EPS meeting the current consensus of $223

S&P 500 2022 Target (Spot - 3588 on 10/10/2022)
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2023 EPS Growth

2023 EPS

Equity risk/reward should negative earnings revisions accelerate
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recession

Upside/Downside 2022 EPS Cut- Consensus $223 EPS as on 10/10/2022
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Refilling of the SPR and the roll out out of Climate Change Policies will drive commodity demand higher 


